
Gyamera, Emmanuel et al.

Article

An analysis of the effects of management accounting
services on the financial performance of SME: The
moderating role of information technology

Cogent Business & Management

Provided in Cooperation with:
Taylor & Francis Group

Suggested Citation: Gyamera, Emmanuel et al. (2023) : An analysis of the effects of management
accounting services on the financial performance of SME: The moderating role of information
technology, Cogent Business & Management, ISSN 2331-1975, Taylor & Francis, Abingdon, Vol. 10,
Iss. 1, pp. 1-19,
https://doi.org/10.1080/23311975.2023.2183559

This Version is available at:
https://hdl.handle.net/10419/294309

Standard-Nutzungsbedingungen:

Die Dokumente auf EconStor dürfen zu eigenen wissenschaftlichen
Zwecken und zum Privatgebrauch gespeichert und kopiert werden.

Sie dürfen die Dokumente nicht für öffentliche oder kommerzielle
Zwecke vervielfältigen, öffentlich ausstellen, öffentlich zugänglich
machen, vertreiben oder anderweitig nutzen.

Sofern die Verfasser die Dokumente unter Open-Content-Lizenzen
(insbesondere CC-Lizenzen) zur Verfügung gestellt haben sollten,
gelten abweichend von diesen Nutzungsbedingungen die in der dort
genannten Lizenz gewährten Nutzungsrechte.

Terms of use:

Documents in EconStor may be saved and copied for your personal
and scholarly purposes.

You are not to copy documents for public or commercial purposes, to
exhibit the documents publicly, to make them publicly available on the
internet, or to distribute or otherwise use the documents in public.

If the documents have been made available under an Open Content
Licence (especially Creative Commons Licences), you may exercise
further usage rights as specified in the indicated licence.

  https://creativecommons.org/licenses/by/4.0/

https://www.econstor.eu/
https://www.zbw.eu/
http://www.zbw.eu/
https://doi.org/10.1080/23311975.2023.2183559%0A
https://hdl.handle.net/10419/294309
https://creativecommons.org/licenses/by/4.0/
https://www.econstor.eu/
https://www.leibniz-gemeinschaft.de/


Full Terms & Conditions of access and use can be found at
https://www.tandfonline.com/action/journalInformation?journalCode=oabm20

Cogent Business & Management

ISSN: (Print) (Online) Journal homepage: www.tandfonline.com/journals/oabm20

An analysis of the effects of management
accounting services on the financial performance
of SME: The moderating role of information
technology

Emmanuel Gyamera, Williams Abayaawien Atuilik, Ivy Eklemet, Akwetey
Henry Matey, Lexis Alexander Tetteh & Paul Kwasi Apreku-Djan

To cite this article: Emmanuel Gyamera, Williams Abayaawien Atuilik, Ivy Eklemet, Akwetey
Henry Matey, Lexis Alexander Tetteh & Paul Kwasi Apreku-Djan (2023) An analysis of the
effects of management accounting services on the financial performance of SME: The
moderating role of information technology, Cogent Business & Management, 10:1, 2183559,
DOI: 10.1080/23311975.2023.2183559

To link to this article:  https://doi.org/10.1080/23311975.2023.2183559

© 2023 The Author(s). This open access
article is distributed under a Creative
Commons Attribution (CC-BY) 4.0 license.

Published online: 28 Feb 2023.

Submit your article to this journal Article views: 8367

View related articles View Crossmark data

Citing articles: 2 View citing articles 

https://www.tandfonline.com/action/journalInformation?journalCode=oabm20
https://www.tandfonline.com/journals/oabm20?src=pdf
https://www.tandfonline.com/action/showCitFormats?doi=10.1080/23311975.2023.2183559
https://doi.org/10.1080/23311975.2023.2183559
https://www.tandfonline.com/action/authorSubmission?journalCode=oabm20&show=instructions&src=pdf
https://www.tandfonline.com/action/authorSubmission?journalCode=oabm20&show=instructions&src=pdf
https://www.tandfonline.com/doi/mlt/10.1080/23311975.2023.2183559?src=pdf
https://www.tandfonline.com/doi/mlt/10.1080/23311975.2023.2183559?src=pdf
http://crossmark.crossref.org/dialog/?doi=10.1080/23311975.2023.2183559&domain=pdf&date_stamp=28 Feb 2023
http://crossmark.crossref.org/dialog/?doi=10.1080/23311975.2023.2183559&domain=pdf&date_stamp=28 Feb 2023
https://www.tandfonline.com/doi/citedby/10.1080/23311975.2023.2183559?src=pdf
https://www.tandfonline.com/doi/citedby/10.1080/23311975.2023.2183559?src=pdf


ACCOUNTING, CORPORATE GOVERNANCE & BUSINESS ETHICS | 
RESEARCH ARTICLE

An analysis of the effects of management 
accounting services on the financial performance 
of SME: The moderating role of information 
technology
Emmanuel Gyamera1*, Williams Abayaawien Atuilik2, Ivy Eklemet1, Akwetey Henry Matey3, 
Lexis Alexander Tetteh1 and Paul Kwasi Apreku-Djan4

Abstract:  Management accounting is very important in the field of accounting. It is 
a subject which implementation can bring about firm development. There are a lot of 
studies about management accounting. Past research have analysed various aspects 
of management accounting. However, the effect of management accounting services 
on the financial performance of SMEs have not been deeply researched into. This study 
aims to fill this gap by analysing the effect of management accounting service on the 
financial performance of SMEs in Ghana’s commerce, service, and manufacturing 
industries. The study’s population comprises registered SMEs from the Registrar 
General’s Department. The sample size was calculated using a population of 4,000 
registered small and medium businesses to arrive at 365 SMfomular. Managers of SMEs 
were chosen and contacted using a systematic sample process and given question-
naires to complete. This study used the agency theory and Technology Acceptance 
Model (TAM). The PLSSEM Software was used to analyze the data collected from the 
respondents. The study found a relationship between SMEs’ performance and man-
agement accounting methods.

Subjects: Cost Accounting; Financial Accounting; Management Accounting 

Keywords: management accounting services (MAS); small and medium scale enterprise 
(SME); financial performance; information technology

1. Introduction
In our world, Small and Medium Enterprises (SMEs) play a significant role in most economies, 
particularly in developing countries (Gherghina et al., 2020). SMEs account for most businesses 
worldwide and are essential contributors to job creation and global economic development. Small 
and medium enterprises are the backbone of the Ghanaian economy. They represent about 85% of 
businesses, mainly within the private sector, and contribute about 70% of Ghana’s gross domestic 
product (GDP; KorankyeSakyi & Yin, 2022).

However, there are no studies on the effects of management accounting on the financial 
performance of SMEs. Prior research on SME performance has typically focused on topics other 
than management accounting services and the financial performance of SMEs. For instance, Motta 
and Sharma (2020) investigate the effects of lending technologies on the financial performance of 
SMEs, including fixed asset lending and financial statement lending. Through entrepreneurial 
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oriented financing, Rita and Huruta (2020) investigated the relationship between access to capital 
and performance in batik SMEs but were unable to detect any positive correlation. In addition to 
the aforementioned, researchers concentrated on specific industries run by SMEs. For instance, 
Motta and Sharma (2020) investigate the relationship between the financial performance of SMEs 
and lending technologies such as fixed asset lending and financial statement lending in the 
services sector. Through entrepreneurial oriented financing, Rita and Huruta (2020) investigated 
the relationship between access to capital and performance in batik SMEs but were unable to 
detect any positive correlation.

Literature has discussed various aspect of SMEs. For example, Lopez and Hiebl (2015) studied 
how management accounting knowledge could help SMEs to improve their managerial functions.

Another area studied by Mayr et al. (2021) was to look at how management accounting could be used 
to prevent the poor performance of SMEs. Khalid and Kot (2021) also found that management account-
ing is associated with the business’s success and vice versa and can influence organisational perfor-
mance. Davilla and Foster (Davila & Foster, 2005) added that management accounting services are 
a subset of management accounting and refer to tools and techniques specifically designed to support 
management functions in improving operational efficiency and achieving optimal performance. Dahal 
et al. (2020) studied information technology and management accounting effect on SMEs and found 
that management accounting services such as budgeting, performance analysis, cost volume-profit 
analysis, stock control, and standard costing analysis can be effective and have an impact on perfor-
mance when SMEs employ the service of information technology. (Lesjak, 2001b) proved that informa-
tion technology helps SMEs develop and implement business strategies. However, information 
technology on its own cannot provide essential information. Instead, it collects data and information 
from these management accounting services that have been implemented.

Hence, there is a need to investigate how management accounting services affect SMEs’ 
financial performance in Ghana and the moderating effect of information technology.

1.1. Literature review

1.1.1. Theoretical review 
1.1.1.1. Agency theory. Agency problems have existed since the dawn of human civilization, when 
people first engaged in commerce and sought to further their own interests. One of the enduring 
issues that has existed since the development of joint stock firms is the agency problem (Panda & 
Leepsa, 2017).

Agency theory was proponded by Jensen and Meckling (1976), an agency relationship is a legal 
arrangement in which one person, known as the principal, hires another, known as the agent, to 
carry out a task on their behalf. As part of this, the principal will grant the agent some discretion 
over decision-making. According to the agency theory, a principal must hire an agent to carry out 
tasks on his or her behalf (Jensen & Meckling, 1976). Agency theory explores and focuses on the 
issues that arise in businesses as a result of the separation of owners and management. The 
application of various governance techniques to regulate agent behavior in jointly owned firms is 
made easier by this approach (Panda & Leepsa, 2017).

The agency theory has been one of the fundamental theoretical paradigms in managerial 
accounting for the past 25 years. This theory provides a theoretical framework for understanding 
organisational processes from the principal-agent perspective (Vitolla et al., 2020).

The agency problem was possibly first suspected by Adam Smith in 1976, and since then, 
economists have been encouraged to develop the elements of agency theory. Smith predicted in 
his book The Wealth of Nations that there is a potential that an organization’s managers may not 
act in the owners’ best interests if they are not the actual owners (Panda & Leepsa, 2017).
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This study focuses on the relationship between management accounting services and its effect on 
the financial performance of SMEs. The assumption that the researcher holds to guide the study in the 
use of the agency theory is that, the agency theory comes from a concept that can predict how 
management accounting services respond to financial information to ensure financial performance. 
There is, therefore, a principal-agent relationship between management accounting and financial 
performance. According to agency theory, there is an agreement between owners (principals) and 
outside auditors to oversee the performance of other agents (management). Owners (principals) 
assign management (agents) responsibilities to complete. The objective of agency theory is that the 
agent must develop good principles to ensure the smooth running of the business in other to bring 
about performance (Turnbull, 2019). This assumption of the agency theory is specifically used in this 
study in the sense that, if the operators of SMEs delegate their activities or perform on their own, and 
those in charge can apply management accounting principles to the business, It will bring about 
financial performance. Merendino and Melville (2019), used agency theory in their studies about 
analysing the effect of board characteristics on integrated reporting quality Therefore, applying the 
theory helps deepen the understanding of agency theory. Agency theory was used by Teece (2019) in 
his study of the capability theory of the firm. Audretsch and Link (2019), based on agency theory, 
analyze the relationship between a Research joint venture’s governance structure and its propensity to 
adopt components of its research-based ecosystem. Sotarauta and Grillitsch (2020) analyzed the 
three agents of change regional development paths and opportunity spaces using the agency theory. 
Shi et al. (2017) used agency theory in their studies and made the point that according to agency 
theory, managers may be discouraged from acting opportunistically by external governance mechan-
isms such as activist owners, the market for corporate control, and securities analysts. There are 
criticism of the agency theory. Perrow (1986), argued that the “principal and agent problem” could 
arise from the principal side and criticized positivist agency scholars for focusing solely on the agent 
side of the issue. He pointed out that the principals, who lie, avoid, and take advantage of the agents, 
are not taken into account by this theory. According to Zogning (2017), the agency theory is a concept 
that is occasionally inappropriate for social interaction. It makes the supposition that all actors are 
self-interested, indivisible, and that social interactions have no bearing on the market. Additionally, it 
makes the assumption that actions are primarily driven by individual financial interests and that 
collaboration is evidence of an agreement between the parties. One sort of internal expense imposed 
by or payable to an agent acting on behalf of a principal is an agency cost. Agency expenses were 
primarily caused by the division of ownership and control, the divergence of ownership and control, 
and the diversity of objectives. The agency theory has a lot of advantages. The agent is supposed to 
develop good principles which can help the business to grow. One of the principles include manage-
ment accounting services. The agency cost associated with agency theory can be compensated by the 
good principles employed by the agent to ensure the growth and development of the firm. The agency 
theory is therefore suited for this studies because of the advantages mentioned above.

1.2. Management accounting and SME
A variety of different authors and researchers across the world concerning the effects of manage-
ment accounting on financial performance have conducted several studies. Some have also 
researched the moderating effect of information technology. Some research found a strong positive 
relationship others found a weak positive relationship. These researchers established several relation-
ships. Some were positive, others were negative, and some established no relationship. Adu-Gyamfi, 
Kong and Wayne (Adu-Gyamfi et al., 2020) determined the Impact of management accounting 
practices on the performance of manufacturing companies in Ghana. Their findings suggested 
a positive relationship between management accounting practices and financial performance. 
Ahmad (2012) examines the management accounting practices of SMEs in Malaysia and finds that 
Management accounting plays a significant role in the management of SMEs in Malaysia. Chege et al. 
(2020) examine the association between technology innovation and firm performance in Kenya by 
considering the Impact of entrepreneur innovativeness on this association. Their findings indicate 
that technology innovation influences firm performance positively. Astuti et al. (2020), examines 
digital technology for innovation adoption in mediating the relationship between the attributes of 
innovation adoption towards the performance of SMEs and found that technology significantly 
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influences SMEs’ performance. Pedroso et al. (2020) researched the Impact of management account-
ing systems (MAS) features and roles on today’s corporate organisations’ management, systems, 
processes, people, performance, and competitive settings. The results of their study demonstrated 
that MAS has a direct impact on managerial and organisational performance. Le et al. (2020), 
investigated the relationship between organisational culture, management accounting, innovation 
capabilities, and firm performance in Vietnamese small and medium-sized firms (SMEs). Their findings 
show that combining management’s cultural orientation with management accounting information 
significantly impacts business performance. Osim et al. (2020), investigate the Impact of 
Management Accounting Practices (MAPs) on the performance of small and medium-sized busi-
nesses (SMEs). According to their findings, the dependent variable (firm performance) and indepen-
dent variables (Costing System, Budgeting System, Performance Evaluation System, Decision Support 
System, and Strategy Management Accounting System) had a substantial positive relationship.

Management accounting services are an essential routine that aims at supporting an organisa-
tion or managers of an organisation in decision-making and organisational performance, and 
accountability (Gomez-Conde et al., 2019). Management accounting enables managers in their 
planning and operational decision-making process (Ghasemi et al., 2019). Management accounting 
establishes a fundamental structure where the economic events of an organisation are measured 
and presented to organisational members responsible for making various organisational decision- 
making processes (Alsharari, 2019).

Alvarez et al. (2021) employed a non-parametric approach to investigate the impact of 
Management Accounting Practices (MAP) systems on the performance of the user and non-user 
organisations. Their findings show that most management accounting systems have positive and 
statistically significant associations with hotel business performance.

According to Ruiz and Collazzo (2020), despite their importance, micro and small businesses are 
arguably understudied because it is considered that they do not adopt Management Accounting (MA) 
techniques or that if they do, it is in a very rudimentary manner. On the other hand, micro and small 
businesses are essential to examine for various reasons. Among them are its economic importance and 
the ability to track the progress of these practices in businesses from their earliest stages. However, to 
their knowledge, no investigation has been conducted into how the MA tools are used in these 
businesses. To fill this vacuum in the research, an exploratory investigation of how micro and small 
businesses apply MA methods was conducted using a qualitative approach (Ruiz & Collazzo, 2020).

Adu-Gyamfi and Chipwere () looked at the Impact of management accounting methods on 
the performance of manufacturing companies in Ghana. They acquired data using a quantitative 
research strategy from 200 manufacturing firm managers who were chosen using the probability 
simple random sampling technique. The findings of their study show that costing systems, budget-
ary systems, performance evaluation systems, strategic management, and information for deci-
sion-making are the most common management accounting practices used by manufacturing 
firms in Ghana, and that these management accounting practices have a positive impact on their 
performance. The gap in literature is that there is no specific study on management accounting 
services and financial performance of SMEs. 

HI: There is a significant relationship between management accounting services and the financial 
performance of SME

1.3. Information technology and SME financial performance
Information Technology adoption leads to more jobs, financial benefits, increased efficiency, productiv-
ity, and growth, confirming the conclusions of other research on the socio-benefits of ICT adoption, 
particularly in developing countries. Poverty reduction, employment development, money generation, 
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and economic progress are some goals (Okundaye et al., 2019). Information Technology incorporation 
has already positively impacted the economic performance of enterprises in emerging countries (World 
Bank, 2015). Information Technology has a significant role in the growth and development of busi-
nesses. SMEs can utilise ICT to improve or replace existing information systems and networks, thereby 
expanding their market (Chege et al., 2020). Tarutė and Gatautis (2014), examine the ICT impact on 
SME’s performance. The findings of their study show that ICT has an impact on improving SME perfor-
mance and that aligning ICT investments with internal skills and organisational processes is critical for 
the best results. Paul (2018) concluded that adopting ICT services for SMEs greatly has improved their 
performance. Okundaye et al. (2019), examine how small and medium-sized enterprise (SME) leaders in 
Nigeria use information and communication technology (ICT) as a business strategy to increase profit-
ability and compete globally. Their findings indicate that ICT has a positive and significant effect on the 
financial performance of SMEs. Appiahene et al. (2019) found out that information technology had 
significant impact on banks’ performance. Mbilla et al. (2020). Assessed the impact of information 
technology on banks performance in Ghana. Their results indicated that Information technology have 
a weak significant effect on financial performance and that there was no significant effect between 
Monitoring and financial performance.

H2: There is a significant relationship between information technology and SME financial 
performance

H3: information technology can significantly moderate management accounting and the financial 
performance of SMEs.

1.5. Financial performance
Financial performance can be defined as a general measure of a firm’s overall financial health over 
a given period. Stakeholders are interested in tracking companies’ financial performance (small- 
medium enterprises). Financial performance identifies how well a company (SME) generates 
revenues and manages its assets, liabilities, and the financial interests of its stake-and stock-
holders. Murphy et al. (1996) believe that performance measures are defined by their finances or 
organisation. Sandberg and Hoffer (Sandberg & Hofer, 1987) also added that popular measures 
used to gauge financial performance include maximising profits, increasing profits derived from 
assets, and maximising the benefits of shareholders, which act as the key measures in ensuring 
the effectiveness of a firm (Figure1).

Figure 1 conceptual framework 

Source: Author’s construction (2022)

1.6. Conceptual framework
Management accounting services are a significant concept, and their proper implementation could 
enhance financial performance. The reason is that management accounting has developed many 
principles which bring about effective planning, control and decision-making. Management should use 
management accounting principles to plan, control and take decisions that will drive the entity to achieve 
financial performance. SMEs can use management accounting concepts to develop plans and take 
decisions in the firm’s best interest. The conceptual framework above asserts that implementing man-
agement accounting services enhances financial performance. Information technology has become the 
economic driver of every business. The conceptual framework asserts that if SMEs use information 
technology in their use of management accounting services, it will enhance financial performance. 

H1 states that the implementation of management accounting services will lead to financial 
performance SME
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H2 states that implementing information technology will enhance the financial performance of 
SMEs.

H3 states that the use of information technology in the delivery of management accounting 
services will lead to the financial performance of SME

1.7. Methodology
A quantitative study using cross sectional data supported by a questionnaire was used to solicit 
management accounting and SMEs performance information from the respondents

Managers of SMEs were given questionnaires to evaluate if they employed management 
accounting methods and how their financial performance was influenced. A questionnaire was 
used since it may help gather more detailed information from respondents. The questionnaire 
consists of four (4) sections: demographics, management accounting procedures, information 
technology, and a financial performance questionnaire using a Likert scale of 1 to 5, with 1 
representing strong disagreement and five denoting strong agreement.

The study’s population comprises registered SMEs from the Registrar General’s Department. The 
sample size was calculated using a list of 4,000 registered small and medium businesses. The SMEs 
were chosen using a systematic sample process and given questionnaires to complete. To obtain 
a sample size that has an adequate size relative to the goals of the study, the researcher adopted 
Yamane’s formula as follows:

n ¼
N

1þ N eð Þ2 

Population = 4,000 
Error term = 0.05 
Square root of 0.05 is 0.0025 
4,000 × 0.0025 = 10 
10 + 1 = 11 
4,000/11 = 365 
Sample size is therefore = 365 
Creswell (2016)

Where n is the sample size, N is the population size and e is the margin of error (Yamane, 1967). 
Categories of sample are Food & Beverages, Agro processing, Agro industrial, Services, Fabrication, 
Wood processing, textile.

Informa�on 
technology 

Management 
accoun�ng 

service 

Financial 
performance 

H2 H3 

H1 

Figure 1. Conceptual 
framework
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1.8. Data analysis methods
The data were analysed using a variety of data analysis techniques. First, a preliminary examina-
tion of the data was done. Here, the data were checked for normality to see whether the PLS-SEM 
method utilised in the further analysis was appropriate. The hypotheses in the suggested research 
model were then tested using the Partial Least Square structural equation modelling method. The 
two-step procedure Chin (1998) suggested is beneficial for conducting PLS-SEM analysis. Finally, 
the measurement model was tested to evaluate the variables’ validity and reliability in the 
suggested research model. Below is a thorough explanation of structural equation modelling 
and why PLS-SEM methodology should be used (J. F. Hair et al., 2019).

1.9. Structural equation modelling (SEM)
PLS-SEM, or partial least squares structural equation modelling, is one of the most used 
approaches for analysing multivariate data (Memon et al., 2021). The combination of latent 
variables and structural links is known as structural equation modelling (SEM). The most prominent 
research methodologies utilised across various areas include the partial least squares SEM (PLS- 
SEM), which is used to estimate complex cause-effect relationship models using latent variables 
(Cepeda-Carrion et al., 2018). SmartPLS is a scientifically based software whose concept is to 
implement algorithms and model statistics that have been tested and published in scholarly 
journals with peer-reviewed quality assurance. This research uses SmartPLS for its analysis 
(Memon et al., 2021). A series of second-generation statistical approaches known as structural 
equation modelling is used to evaluate and estimate causal links between many variables using 
statistical data and qualitative causal hypotheses (Vinodh & Joy, 2012). SEM has grown in recent 
years, along with the advancement of computer technology and software. SEM is a member of the 
multivariate-analysis family, which analyses several variables (Cepeda-Carrion et al., 2018). Among 
business and social science experts, partial least squares structural equation modelling (PLS-SEM), 
commonly referred to as PLS Path Modeling, is one of the most used techniques for multivariate 
data analysis. Since the early 2000s, due to its rapid development, PLS-SEM has gained popularity 
among academics and students and is primarily used to analyse models with latent variables 
(Memon et al., 2021).

1.10. PLS-SEM model assessment
Chin (1998) recommended a two-step approach in undertaking PLS-SEM analysis. These two steps 
were adopted in this study. The first point is to test for reliability and validity. After that, there is the 
need to test further the structural relationships between the latent and the observed variables in 
the research model. If, after the test, the acceptable threshold is met, then one can go ahead. If, 
after testing the measurement model, it is ascertained that the measurement items do not 
measure the latent variables reliably, then the suggested relationships between these variables 
cannot be verified (Hair et al., 2021b)

1.11. Measurement model assessment
Internal consistency reliability is looked at in the second stage of the reflective measurement 
model assessment. The degree to which indicators measuring the same construct are related is 
known as internal consistency reliability (Hair et al., 2021b).

When evaluating the measurement model, the researcher must distinguish between reflecting 
and formative modes; in the case of this study, all latent variables are modelled as reflective latent 
variables. Reliability, discriminant, and convergent validity are used to evaluate reflective latent 
variables (J. F. Hair et al., 2019).

1.12. Reliability
The evaluation of the internal consistency of the constructs is called reliability. If a measurement 
consistently yields the same results under the same circumstances, it is considered high depend-
ability. Utilising Composite Reliability and Cronbach’s Alpha, SMART-PLS reliability is evaluated 
(Stefanic & Randles, 2015). The measurement model’s internal consistency reliability should be 
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examined as the first criterion using Cronbach’s alpha (Cronbach, 1951). According to J. F. Hair 
et al. (2019), another internal consistency reliability test that uses similar assumptions and yields 
lower results than composite reliability is Cronbach’s alpha. Since the items are not weighted, 
Cronbach’s alpha is a less accurate reliability indicator. Contrarily, with composite reliability, the 
items are loaded according to the various construct indicators, and the dependability is more 
excellent than Cronbach’s alpha. The composite reliability rhoc developed by Jöreskog in 1971 is 
one of the primary metrics used in PLS-SEM. Better values correspond to higher reliability levels. In 
exploratory research, reliability levels between 0.60 and 0.70, for instance, are deemed “accepta-
ble,” and reliability values between 0.70 and 0.90 are categorised as “satisfying to good.” Values 
greater than 0.90 (and unquestionably greater than 0.95) provide a challenge since they suggest 
that the indicators are redundant, which lowers construct validity (Hair et al., 2021).

Another internal consistency reliability test that uses similar assumptions and yields lower results 
than composite reliability is Cronbach’s alpha which assumes the same thresholds as the composite 
reliability (rhoc). (Kalkbrenner, 2021) The genuine dependability of the construct is commonly 
thought to fall between these two extreme values, even if Cronbach’s alpha is generally considered 
relatively conservative and the composite reliability rhoc may be overly liberal (Hair et al., 2021).

1.13. Discriminant validity
The degree to which a construct is empirically different from other items in the structural model is 
measured by its discriminant validity (J. F. Hair et al., 2019). It assesses how different a construct is 
from other constructs in the structural model experimentally and reflects how unique it is from 
other constructs (Gim & Cheah, 2020). Three methods have been proposed for assessing discrimi-
nant validity (J. F. Hair et al., 2019). The latent construct indicators load more heavily in the model 
using the first approach. The second method involves applying the Fornell-Larcker criterion, which 
stipulates that a latent construct’s AVE must be more significant than the square correlations 
between the construct and any other construct. (Hair et al., 2021). Henseler, Ringle, and Sarstedt 
(Henseler, 2015) pointed out certain flaws in the Fornell-Larcker and suggested the Heterotrait- 
Monotrait ratio (HTMT) for judging discriminant validity. The HTMT is described as the geometric 
mean of the average correlations for the indicators measuring the same construct (i.e., the 
monotrait-heteromethod correlations) compared to the mean value of the indicator correlations 
across constructs (i.e., the heterotrait-heteromethod correlations; J. F. Hair et al., 2019). According 
to Henseler (2015), the HTMT should discriminate between two factors of 0.85 or less.

1.14. Convergent validity
The degree to which a construct converges to account for its elements’ variance is known as 
convergent validity. The average variance extracted (AVE) for all items on each construct is the 
statistic used to assess a concept’s convergent validity (Hair et al., 2021). The average variance 
extracted (AVE) values are the foundation for determining convergent validity (J. F. Hair et al.,  
2019). The loading of each indicator on a construct must be squared to get the mean value, which 
is then used to calculate the AVE. In addition, the construct must explain at least 50% of the 
variation of the items that make up the construct for the AVE to be considered acceptable, which 
must be at least 0.50 (Hair et al., 2021). Checking the degree to which the variation of the 
indicators of a specific construct is shared might be another way to evaluate the quality of 
a measurement model. By proving convergent validity, the degree of shared variance is deter-
mined. Convergent validity is shown by high factor loadings (>0.7) and average variance extracted 
(AVE) (>0.5). The AVE is the average of the commonalities of the indicators related to any given 
construct (i.e., factor loadings squared, which should be at least 0.50). A construct is said to explain 
at least half of the variation of its observable variables when the AVE is 0.50 (Sarstedt et al., 2021).

1.15. Structural model assessment
When the structural model assessment of the measurement model is satisfactory, the PLS-SEM 
results are evaluated. The coefficient of determination (R2), the blindfolding-based cross-validated 
redundancy measure Q2, and the statistical significance and relevance of the path coefficients are 
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standard evaluation criteria that should be considered. Additionally, if the sample size is large 
enough, researchers should use the PLSpredict process to evaluate their model’s out-of-sample 
predicting power (J. F. Hair et al., 2019). The collinearity, path coefficients, coefficient of determi-
nation, effect size, and predictive relevance are all evaluated as part of the structural model 
assessment (Gim & Cheah, 2020). The route coefficient, the coefficient of determination R2, 
predictive relevance Q2, and f2 effect sizes must be considered when evaluating the structural 
model. Path coefficients are rated according to their power, importance, and significance. The 
explanatory strength of the model is indicated by the R2, which measures the variance explained 
by each of the endogenous constructs (Purwanto & Sudargini, 2021). Greater explanatory power is 
shown by higher values of the R2, which range from 0 to 1. For example, R2 values of 0.75, 0.50, 
and 0.25 might be regarded as significant, moderate, and weak, respectively (J. F. Hair et al., 2019). 
However, acceptable R2 levels depend on the research setting, and in some fields, such as stock 
return prediction, an R2 value as low as 0.10 is regarded as suitable (Sarstedt et al., 2021). 
Calculating the Q2 value is another way to evaluate the PLS path model’s predictive precision 
(Geisser, 1974). As a general rule, Q2 values greater than 0, 0.25, and 0.5 represent the PLS-path 
model’s minor, medium, and substantial predictive importance, respectively (J. F. Hair et al., 2019).

1.16. Statistical software
SPSS version 23 was used for descriptive analysis in the study because it is user-friendly. The 
structural equation modelling was tested using SmartPLS version 3 by the researcher. The 
researcher obtained training on using SmartPLS, which made it very easy to use. Additionally, 
SmartPLS software incorporates the Cronbach alpha and composite reliability measure for relia-
bility and the HTMT ratio for assessing discriminant validity.

1.17. Ethical considerations
It is crucial to guarantee secrecy and anonymity to acquire access to individuals and groups. Once 
access has been given, the researcher must adhere to the research goals. Any action that deviates 
from what was agreed upon could anger people and lead to an early end to the data collection 
process (Endrikat et al., 2017). The researcher informed the SMEs in the letter, which prefixed the 
questionnaire, that the research was being conducted for academic purposes and outlined its 
inspiration. The SMEs’ operators were assured that the requested data would be handled with care 
and utmost confidentiality. The researcher requested the respondents to submit demographic data 
about their gender, age, industry type and educational background. The researcher did not request 
personal information like their names. Therefore, this data could not be used to identify any 
particular respondent. The subjects of the data collection cannot be coerced into providing any 
information. Respondents in this study were assured that they were not required to complete the 
questionnaire and could stop at any time after beginning if they so desired. The researcher needed 
to be objective in his analysis because he used a positivist perspective. Data were analysed 
objectively, with no modifications made to the findings.

1.18. Non-response and standard method bias
Cronbach’s alpha was calculated for each construct to prevent common method bias. Every value 
above the critical threshold of 0.7 shows the items’ reliability (Cooper et al., 2020). PLS-SEM was 
used to estimate the structural model with complex relationships, such as those in this case that 
included several independent and dependent variables and many independent-dependent inter-
actions (J. F. Hair et al., 2019). Testing for moderation was required because the study’s model 
included a moderating element. SMART PLS-SEM is better suited in this situation since it can 
evaluate models that include moderators. Finally, PLS-SEM was utilised since the study’s main 
objective was to forecast the primary target construct, in this case, financial accounting services, 
and how this construct may affect financial performance.

1.19. Calculation of sample size
Our sample size is computed using the (Yamane, 1967) formula with a 95% confidence level plus or 
minus 5% confidence intervals using n = N/1 + N(e)2, where n is the sample size. The population is N, 
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and the error margin is e. Although a sample size of 375 was calculated based on a population 
estimate of 6000 people. Of the 375 questionnaires sent out, 370 were returned, with 50 being 
discarded since they were either small businesses or did not use management accounting. As 
a result, the sample size for the analysis was determined by the number of respondents who practised 
management accounting and owned medium-sized businesses (320). A large sample size yields more 
reliable results than smaller samples. A sample size of fewer than 50 respondents is a weaker sample, 
a sample size of 100 respondents is weak, a sample size of 200 respondents is adequate, 300 is good, 
500 is very good, and 1000 is extraordinary, according to inferential statistics by Comrey and Lee 
(1992). As a result, a sample size of three hundred and twenty (320) is sufficient.

1.20. Variables of the study
The primary dependent variable for this study is a financial performance which Return will measure 
on Asset (ROA), Gross Profit Margin, and Net Profit Margin, which is a vital activity in any organisa-
tion. It is an ideal practice for controlling an organisation’s financial activities, such as procure-
ment, utilisation of funds, accounting, payments, risk assessment, and every other thing related to 
money. The independent variable in the research is management accounting practices measured 
by: Budgetary control, Decision support system, cost control, labour costing, and inventory man-
agement system. The moderating variable in this study is Information Technology. Information 
Technology is a moderator between Management Accounting and Financial Performance, thus 
influencing the Impact that Management accounting has on the Financial Performance of SMEs. 
Information technology is measured as perceived ease of use and perceived usefulness. Questions 
were asked to ascertain the effect of individual management accounting variables on financial 
performance. The effect of Budgetary control on the financial performance of SMEs was analysed 
after collecting the data using the questionnaire. The use of decision support systems to enable 
operators of SMEs to take a decision and how this system has helped to improve financial 
performance was also analysed. The effect of cost control and its effects on financial performance 
was also analysed, and finally, the effect of labour costing and the inventory management 
system’s effect on financial performance was also analysed.

1.21. Data analysis and results
The PLS-SEM was employed to analyse this study (Henseler et al., 2009). PLS-SEM provides 
numerous advantages. When employing PLS for complicated models, one of the advantages of 
PLS-SEM is that the sample size requirements are likely to be substantially reduced (Chin & 
Newsted, 1999). The researchers selected 320 valid responses for the study, with 48.4 per cent 
representing males and 51.6 per cent representing females (see, Table 1 and 2).

According to Fornell and Bookstein (1982), PLS frequently gives component-based loadings and 
structural routes without the need for distributional assumptions. Therefore, PLS-SEM provides high 
statistical power, benefiting researchers (J. F. Hair et al., 2019). In addition, PLS-SEM has more 
statistical power, implying that it is more likely to uncover significant connections in the population 
(Sarstedt et al., 2021). The current studies’ analysis is based on a two-step method for reporting 
PLS-SEM results (Henseler et al., 2009). We first looked at the measurement model to assess the 
instrument’s reliability and validity. Following that, the structural model based on the hypotheses 
proposed in this study was investigated.

1.22. Descriptive statistics
Table 1 below demonstrates the descriptive statistics of the study. As previously mentioned, a total 
of 365 paper surveys were given, and 345 received responses.

However, 320 valid replies were used for analysis due to missing values. Out of these 320 
responses, 155 (or about 48%) were provided by men, while women provided 165 (42%). There 
were 281 responses between 30–49 (87.81%) as the modal age range for respondents. 22 
respondents were between the ages of 20 and 29 (6.88%), whiles 17 respondents were 50 and 
above (5.32%)
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1.23. Measurement model
Reliability refers to the similarity of results obtained by independent but comparable measures of 
the same item or construct or a measure of consistency (Churchill & Iacobucci, 2010). The 
essential reliability indicators in this study were composite reliability (CR) and Cronbach’s alpha 
values. Validity tests were divided into two categories: convergent and discriminant. Convergent 
validity was determined using an item or factor loadings larger than 0.5 on their respective 
constructs (Chinomona, 2013). Validity was determined using the Average Variance Extracted 
(AVE) values and the Fornell-Lacker Criterion. These confirm that no significant factors were 
related to one another and that the variables were thus independent and valid in predicting the 
outcome variable (Chin, 2010).

As previously indicated, composite reliability and Cronbach’s alpha values were used to examine 
the reliability of the three research constructions assessments. Cronbach’s alpha (CA) values 
ranged between 0.631 to 0.790, while the Composite Reliability (CR) values ranged from 0.666 to 
0.852 (see, Table 2). The reliability measures of Composite Reliability (CR) and Cronbach’s alpha 
(CA) for management Accounting practices, Financial Performance, and Information Technology 
were all higher than the recommended threshold value of 0.6 to 0.7, indicating that these three 
research construct measures are reliable (Nunnally & Bernstein, 1994).

As previously indicated, convergent validity was measured using the Average Variance Extracted 
(AVE), whereas discriminant validity was measured using the Fornell-Lacker Criterion. Because all AVEs 
were more than 0.5, convergent validity was acceptable (J. F. Hair et al., 2019). Individual factor 
loadings for each relevant study construct that was more than the proposed value of 0.5 were used to 
examine the reliability and validity of the results and the factor loadings (Anderson & Gerbing 1988). 
All three constructs’ factor loadings were over the recommended threshold of 0.5, as shown in Table 2. 
All the factor loadings for management accounting practices (MAN), financial performance (FP), and 
information technology (IT) were above the permissible value of 0.5. Given the preceding, it can be 
inferred that most of the items used to assess the three research variables in this study accurately 
measured more than half of the variables of management accounting services, information technol-
ogy, and financial performance. Therefore, AVE is acceptable because, in this research, AVE ranged 
from 0.500 to 0.538, as shown in Table 2 (Hair et al., 2011).

Table 1. Demographics of Respondents
DEMOGRAPHIC CATEGORIES FREQUENCY PERCENTAGE (%)
GENDER MALE 155 48.4

FEMALE 165 51.6

AGE 20–29 139 43.4

30–39 142 44.4

40–49 22 6.9

50 AND OVER 17 5.3

EDUCATION HIGH SCHOOL 38 11.9

DIPLOMA 74 23.1

UNIVERSITY 126 39.4

PROFESSIONAL 37 11.6

POSTGRADUATE 45 14.1

SECTOR OF BUSINESS TRADE 173 54

SERVICES 70 21.9

MANUFACTURING 77 24.1
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The Fornell-Lacker Criterion was used to measure discriminant validity. The square root of AVE was 
more significant than the inter-construct correlation, as seen in Table 3. The Heterotrait-Monotrait 
Ratio (HTMT) was also used to assess discriminant validity, as shown in Table 4 (Henseler, 2015).

1.24. Structure model
This section goes through the structural model. The study framework’s theorised paths are 
depicted in the structural model. A structural model is evaluated using R2 and Q2. (Dijkstra & 
Henseler, 2015). The coefficient of determination for the Endogenous variable is the strength of 
each structural path as evaluated by the R2 value. The R2 must be greater than or equal to 0.1 
(Falk & Miller, 1992). Table 5 demonstrates that the R2 value is more than 0.1. That means the 
present model’s R2 is 0.512. As a result, the model’s predictive capacity is established.

Q2 also establishes the predictive relevance of the endogenous concept. The study’s Q2 value is 
0.258, which is higher than zero (0), indicating that the model is predictive. The findings imply that the 
constructions’ prediction is relevant (see, Table 5; Falk & Miller, 1992). The importance of the relation-
ship was determined by further testing of the idea. H1: determines if MAN (Management Accounting 
Practices) significantly impacts FP (Financial Performance). The findings showed that MAN had a major 
effect on FP. (β = 0.049, t = 5.147, p < 0.000). Hence H1 was supported. 

Table 5. Path coefficients and their significance
Hypotheses Path Standardised 

path 
coefficient

T Statistics P Values Result

H1 MAN -> F P 0.049*** 5.147 0.000 Supported

H2 IT -> F P 0.033*** 19.677 0.000 Supported

H3 ME1 -> F P 0.035* 2.274 0.023 Supported

R2 = 0.512 Q2 = 0.258 
Note: ns = not significant; *p < 0.05; *p < 0.01; ***p < 0.001 
R2 value represent the variance explained by the exogenous variables. 
Q2 value greater than 0 is indicative of predictive relevance of the research model 

Table 4. Discriminant validity using Fornell–Larcker Criterion
Financial 

performance
Information 
Technology

management 
accounting

Moderating 
Effect

Financial 
performance

0.749

Information 
Technology

0.250 0.707

Management 
Accounting

0.667 0.010 0.732

Moderating Effect 1 0.127 −0.090 0.090 1.000

Notes: Construct correlations with the square root of AVE along the diagonals 

Table 3. Heterotrait-Monotrait Ratio(HTMT)
Financial 

performance
Information 
Technology

Management 
Accounting

Financial performance

Information Technology 9.420

Management Accounting 0.850 2.992

Moderating Effect 0.149 2.987 0.138
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H2: evaluates whether IT (Information Technology) significantly affects FP (Financial Performance). 
The findings revealed that IT and FP positively and significantly affect financial performance. 
(β = 0.033; t = 2.274, p < 0.000). As a result, H2 was supported.

1.25. Moderation analysis

H3: Information technology has the potential to significantly moderate the relationship between 
management accounting practice and financial performance, so an increase in IT (information 
technology) should increase financial performance. Moderation analysis was performed to evalu-
ate the moderating role of IT. The results revealed a significant moderating role of IT in the 
relationship between MAN and FP. (β = 0.035, t = 2.274, p < 0.023).

The results of the hypothesis confirm with the graph that when IT increases, as shown by the 
green line in the graph (see, Figures 2 and 3), the effect on FP also increases.

2. Implications of the Study
This study aimed to consider the effect of management accounting services on the financial 
performance of SMEs in Ghana. H1 indicated a positive impact of management accounting on 
the financial performance of SMEs. These positions were supported by the findings of: (Adu-Gyamfi 
& Chipwere, ; Alsharari, 2019; Alvarez et al., 2021); that is, if a firm accesses management 
accounting services, it will lead to an increase in financial performance. As a result, SMEs must 
include management accounting services in their operations to expand. However, due to financial 
constraints and a lack of technological skills, some SMEs may be unable to use management 
accounting services. The government can assist SMEs by employing accounting companies to 
provide management accounting services through the Ministry of Trade and Industry. H2 also 
shows a positive and robust relationship between SMEs’ financial performance and information 
technology. These positions were supported by the findings of (Chege et al., 2020). The relationship 
suggests that SMEs can apply information technology in various processes, including management 
accounting, which can improve their financial performance. H3 assessed whether Information 
Technology could significantly moderate the use of management accounting services and financial 
performance. The results indicated a positive significant moderating effect between management 
accounting services and financial performance. SMEs that use management accounting services 
can also utilise information technology. However, some SMEs who use management accounting 
services may be doing it manually and thus not reaping the full benefits. Therefore, using informa-
tion technology to improve management accounting services will be more appropriate.

Figure 2. Structural Model 
Results from PLS
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2.1. Conclusion
SMEs (small and medium-sized enterprises) are the backbone of any economy, including Ghana’s. 
Many of these SMEs, however, collapse within a few years after their inception. Several factors 
could cause these problems. One of the possible causes of SMEs’ extinction is a lack of access to 
management accounting services. According to the current study, management accounting ser-
vices have a positive and significant impact on the financial performance of SMEs. As a result, the 
government must intervene to ensure that management accounting services are available. 
Information technology has been a driving force in every aspect of advancement. According to 
the current study’s findings, when the relationship between financial accounting and financial 
performance is moderated, it has a positive and significant effect on the financial performance of 
SMEs. As a result, SMEs are encouraged to incorporate technology into their operations.

2.2. Theoretical implications
The research broadens our understanding of how management accounting services and SMEs’ 
financial performance are related. The agency theory is strengthened by establishing this relation-
ship. Because we will recognize the connections and benefit from a better understanding of SMEs 
and management accounting services, we will be better able to package management accounting 
courses and have more effective programs that will directly impact business processes. Additional 
services that will be highlighted include accounting, audit, and management accounting services, 
which will necessitate more study.

2.3. Practical implications
There are two ways to examine the study’s relevance to practice. First, accounting practitioners 
will benefit from the study’s results by better understanding the effects or influences of various 
accounting services on SMEs. Additionally, it will instruct them on how to offer targeted services 

Figure 3. Structural model 
results from PLS.
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that will affect the performance of SMEs. Second, the SMEs will start to understand the importance 
of using accounting services and their worth to their business.

2.4. Limitations and areas for future research
One of the main limitations of this study is that the data were mainly collected from SMEs in Accra 
(Ghana) which hinders the findings from being generalized, even though most of the SME are in 
Accra and very few in the other regions. In addition, the SMEs in Accra are a replica of those in the 
other regions. Inspite of this, the current study recommends that future research collect data from 
the other regions to find out if different results will come out. Furthermore, the current study did 
not find out the reason why some of the SMEs are not using management accounting services. We 
suggest that future studies sample views of managers of SME as to the reasons for the use or non- 
use of management accounting services. It will allow a deeper understanding of SME systems in 
Ghana. More importantly, this study used the quantitative method and it is recommended that 
future studies could make use of qualitative method in other to allow the operators or managers of 
SMEs to be interviewed so they could express themselves well as to the use of management 
accounting services.
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