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Abstract 
The purpose of this study is to uncover the role of broad-scope management accounting system (MAS) on the 
link between prospecting strategy and the performance of small businesses. In particular, this paper 
hypothesizes that a high degree of prospecting strategy is positively associated with a high degree of broad-
scope MAS, and a high degree of broad-scope MAS is correlated with a high degree of performance of small 
businesses. Also, it is hypothesizes that prospecting strategy increases the performance of small businesses. 
The last hypothesis proposes that broad-scope MAS mediates the link between prospecting strategy and the 
performance of small businesses. Data was collected from 131 small businesses located in Cantho city to 
assess the proposed hypothesis. A PLS-SEM was analyzed with the collected data. The results reveal that all 
hypotheses are supported by the data except the hypothesis describing the relationship between prospecting 
strategy and the performance of small businesses. It implies that broad-scope MAS fully mediates the link 
between these two variables. 
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Introduction  
Since the introduction of "Doi Moi" (Renovation), 
the Vietnamese economy has transformed 
dramatically. This policy's central theme is to 
transform the economy from a central planning 
economy to a socialist-oriented market economy 
(Irvin, 1995). Such an approach has a substantial 
impact on the Vietnamese social-economy. The 
private sector, particularly small businesses, is 
one of the fastest-growing sections in the 
Vietnamese economy because of some benefits 
gained from this policy (see Freeman, 1996; 
Hansen et al., 2009).  

Although the fast-growing small business 
sector plays a more crucial role in the economy, 
their management practices are not well 
understood. In the strategic literature on small 
business, it is proposed that strategy has an impact 

on performance (Blackburn et al., 2013). 
Although most of Vietnamese research focuses on 
large businesses, a lack of attention has been paid 
to small businesses. As such, this limits our 
knowledge of how strategic choice influences the 
performance of small businesses. Besides, Chong 
and Chong (1997) found that the positive impact 
of strategy on performance is indirect through a 
management accounting system (MAS) when they 
examined the role of MAS in strategic business 
units. Gul et al. (1993) found that MAS allows 
business owners to improve performance. In 
summary, it is expected that MAS may impact the 
relationship between strategy and performance. 

Thus, this study's purpose is to address the role 
of MAS on the relationship between strategy and 
performance of small businesses in Vietnam. 
More specifically, this study proposes that 
businesses following this prospecting strategy are 
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more likely to demand more broad-scope MAS 
and, as such, achieve a high degree of 
performance. Besides, this study proposes that the 
positive effects of strategy on performance are 
indirect through broad-scope MAS. Specifically, 
this indirect effect is mediated by broad-scope 
MAS on the link between prospecting strategy 
and performance. 

The structure of this paper is outlined as 
follows. The next section is the provision of the 
literature review and developments of the 
hypothesis. After that, the methodology is 
introduced. In the next section, results and 
discussion are described. The last section 
concludes and indicates limitations as well as 
suggestions for future studies.  

1. Literature review and hypothesis 
development  

1.1. Literature review 

1.1.1. Strategic types 

Miles and Snow (1978) argue that there are four 
types of strategies, including prospectors, 
defenders, analyzers, and reactors. Four strategic 
types are usually examined along the continuum 
of defender and prospector because it is assumed 
that the analyzers are the results of a hybrid 
strategy, which is the combination of analyzers 
and defenders. The reactors are believed to have 
no strategy due to their reactions based on market 
environments (Kald et al., 2000). On the one 
hand, prospectors provide products or services to 
meet customers' demands by enhancing 
customers' experiences of the products and 
services' features, functionality, uniqueness, and 
responsiveness. Thus, the biggest concern of the 
organization following such a strategy is to collect 
data regarding customers' demands and market 
trends (Govindarajan, 1986). In contrast, 
defenders focus on the provision of products and 
services with high quality and low cost. In this 
way, this strategy allows organizations to 
maintain their market shares through the 
improvement of operational efficiency. Thus, this 
strategy requires more information for efficiency 
improvement, such as costs (Govindarajan, 1986).  

1.1.2. MAS and its effectiveness 

MAS is commonly referred to as the system 
providing information for decision-making. In 
academic terminology, this system refers to the 
systematic use of management accounting 

practices, which are designed to enhance the 
effectiveness of the decision-making process. 
Thus, this use allows the achievement of 
organizational goals (Chenhall, 2003). Studies on 
MAS focus only on financial and internal-oriented 
data (Rasid et al., 2014). However, the modern 
theme in management accounting indicates this 
system provides not only financial data but also 
non-financial data as well as data related to 
external environments (Soobaroyen & 
Poorundersing, 2008).  

One of MAS's crucial characteristics is broad-
scope MAS, which has received much attention 
from researchers in the management accounting 
fields. Broad-scope MAS provides information 
covering external, non-financial, and future-
oriented data (Chenhall, 2003; Soobaroyen & 
Poorundersing, 2008). In contrast, narrow-scope 
MAS provides information relating only to 
financial, historical, and internal-oriented data 
(Tillema, 2005). It is suggested that modern MAS 
is associated with broad-scope characteristics, 
while traditional MAS is correlated with narrow-
scope characteristics (Chong & Eggleton, 2003).  

The dominant research theme on MAS is to 
examine how MAS enhances performance (Henri, 
2004; Hoque, 2004). Previous studies reveal that 
broad-scope MAS has a positive association with 
performance (Chong & Chong, 1997; Ghasemi et 
al., 2016; Ghasemi et al., 2019; Hammad et al., 
2013; Soobaroyen & Poorundersing, 2008). On 
the same lines with previous studies, this paper 
expects the same effects, which broad-scope MAS 
induces small business performance. 

1.1.3. Contingency theory in management 
accounting 

Emmanuel et al. (1990) argue that one crucial 
notion of contingency-based research is to 
examine the fit between contextual factors and 
MAS because this fit allows a high degree of 
effectiveness. Contingency-based theorists 
suggest that strategy is an essential contextual, 
which should be considered when examining how 
MAS fosters performance (Chenhall, 2003; 
Gerdin & Greve, 2004; Hayes, 1977; Otley, 2016; 
Waterhouse & Tiessen, 1978). In line with this 
suggestion, this study proposed the following 
hypotheses. 
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1.2. Hypothesis developments   

1.2.1. The link between prospecting strategy and 
broad-scope MAS 

Managers in prospecting organizations are more 
likely to require more information regarding 
external environments. Organizations following 
this strategy to attempt to become pioneers in the 
market through research and development 
(Hambrick, 1982). Prospectors continually focus 
on developing new techniques and shaping their 
products/services domain in line with customers' 
demands (Govindarajan, 1988; Miles & Snow, 
1978). As a result, it is suggested that information 
focusing on external environments is critical for 
them to deliver their products/services to 
customers (Ewusi-Mensah, 1981). Thus, 
information as non-financial and future-orientated 
data is useful to these prospectors (Abernethy & 
Guthrie, 1994; Chong & Chong, 1997).  

Management accounting literature provides 
more insight into why prospectors require broad-
scope MAS. When an organization follows a 
prospecting strategy, managers are more likely to 
work under high uncertainty (Andrews, 2008; 
Hoque, 2004). Management accounting theorists 
strongly suggest that when uncertainty is high, 
managers find a sophisticated design of MAS to 
be useful, because it allows them to reduce the 
degree of uncertainty, and, as such, improves their 
performance (Agbejule, 2005; Gul, 1991; Gul & 
Chia, 1994; Hammad et al., 2013). Chong and 
Chong (1997) found that when a strategic 
business unit follows a prospecting strategy, the 
managers use more broad-scope MAS. Thus, in 
the same vein, this paper expects the prospecting 
strategy managers working at Vietnamese public 
hospitals to use more broad-scope MAS. The first 
hypothesis is proposed as follows.  

H1: A high degree of prospecting strategy is 
positively associated with a high degree of broad-
scope MAS. 

1.2.2. The link between broad-scope MAS and 
small business performance  

MAS allows organizations to improve their 
performance by information provision. In a 
specific way, it is argued that organizations need 
to scan and monitor the external environments 
regarding the thread of potentials as well as 
current competitions, powers of suppliers, and 
demands of customers to gain competitive 
advantage, and as such allows the organizations to 
survive in a competitive market (Porter, 1985). As 

broad-scope MAS provides information relating 
to dimension focus, future orientation, and non-
financial data (Chenhall & Morris, 1986), this 
type of information may allow these businesses to 
improve performance. For example, organizations 
can gain competitive advantages by using the 
information to scan and monitor competitors' 
actions, gain insights into customers' needs, and 
reduce suppliers' bargaining power (Johnston & 
Vitale, 1988; Porter & Millar, 1985). As a 
consequence, the enhancement of competitive 
advantages leads to an increase in market shares. 
Because it is argued that the enhancement of 
market share is the key indicator of long-term 
profitability (Pogue, 1990), it is expected that 
broad-scope MAS induces organizational 
performance. 

In the same vein, this paper expects the same 
effects on small businesses. Mainly, broad-scope 
MAS allows for the improvement of 
organizational performance as small business 
performance. It is suggested that management 
accounting information enhances performance 
through feedback improvements (see Otley, 1999; 
Sprinkle, 2000). Feedback is proposed in assisting 
owners in improving performance in the extent to 
which it allows the high use of relevant 
information to identify and correct errors as well 
as reduction of task uncertainty (see Vroom, 
1964). Similarly, it is argued that the use of broad-
scope MAS induces high identifications and 
corrections of errors and reduction of task 
uncertainty, and in turn, leads to improvement of 
performance (see Mia & Clarke, 1999). Hence, 
the second hypothesis is proposed as followed. 

H2: A high degree of broad-scope MAS is 
positively associated with a high degree of small 
business performance. 

1.2.3. The link between strategy and small 
business performance  

The choice of a prospecting strategy may allow 
high organizational performance. Characteristics 
found in prospecting strategy drive small 
businesses to continuously reshape the market, 
adapt, and apply new technology and management 
practices to gain competitive advantages. As a 
result, Miles and Snow (1978) propose that 
prospecting strategy allows high performance. 
Moore (2005) and Naranjo-Gil (2004) found a 
significant positive relationship between these two 
variables. Similarly, this paper expects a similar 
effect, in which prospecting strategy increases 
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small business performance. Thus, the third 
hypothesis is proposed as followed.  

H3: A high degree of prospecting strategy is 
positively associated with a high degree of small 
business' performance. 

1.2.4. Broad-scope MAS is the mediator between 
prospecting strategy and small business 
performance 

Contingency-based theorists suggest that broad-
scope MAS is a mediator between contextual 
factors and performance. Notably, a MAS should 
be designed according to the organizations' 
contexts to enhance performance (Bruns & 
Waterhouse, 1975). Instead, its design should be 
design to be "fit" with contextual factors as a 
strategy (Gordon & Miller, 1976; Otley, 1980; 
Waterhouse & Tiessen, 1978). The term "fit" is 
the most concerned in the contingency-based 
studies. It is suggested that the form of fits can be 
investigated by considering MAS as a mediator 
(Gerdin & Greve, 2004). More specifically, they 
argue that when contextual variables correlate 
with one of MAS, and it correlates with the 
dependent variable as performance, cartesian-
contingency mediation represents the form of fits. 
Following this suggestion, this paper proposes the 
fourth hypothesis as followed. 

H4: Broad-scope MAS is the mediator between 
prospecting strategy and small business 
performance. 

2. Method 

2.1. Data collection 
A convenience sampling technique was used to 
collect data. Data was collected by sending a 
survey to target respondents having their own 
business in Cantho city. This study takes into 
account four criteria for selections. First, these 
small businesses operate in manufacturing areas 
because the high demands of information for 
decision-making drives these businesses to adopt 
MAS. Second, this business's labor is between 10 
and 100 employees, which is sufficient for small 
businesses. Third, these businesses have operated 
for more than three years to guarantee that MAS 
is available in these businesses. Fourth, the 
respondents are the owners of the business to 
ensure that they can use MAS for decision-
making to find performance improvement.  

The process of sending consists of two 
phrases. First of all, the list of email addresses of 
business was obtained from the small business 

associations of Cantho city. This list contains 
1,000 email addresses. Second, an email, which 
consists of an invitation letter and the link to 
access the online survey, was sent to the target 
emails. After four weeks, 143 respondents agreed 
to participate in the research by filling the survey. 
Among these, 131 observation was used to 
analyze, and the rest was removed, because the 
majority of empty values exists in the survey, and 
the respondents, who filled the survey, are not the 
owners. In total, the respondents' rate of this study 
is 13.1%.    

2.2. Measures 

2.2.1. Prospecting strategy (PROS) 

The prospecting strategy is measured by adopting 
an instrument from Moore (2005). This 
instrument consists of 6 items. Some 
modifications were made before sending out to 
the respondents due to the original instruments 
used in the retailing context. This instrument asks 
respondents to indicate their agreement regarding 
the statements which best describe their business' 
behavior. A 5-point Likert scale, ranging from (1) 
highly disagree to (5) highly agree, was used to 
measure the degree to which respondents agree 
with the statements.  

2.2.2. Broad-scope MAS (MAS) 

An instrument from the study of Chenhall and 
Morris (1986) was measured in this variable. This 
instrument consists of 5 items. This instrument 
was used in several contexts, including hospitals 
(Hammad et al., 2013), financial institutes 
(Ghasemi et al., 2016), and manufacturing 
companies (Soobaroyen & Poorundersing, 2008), 
and as a result, it poses high reliability. A 5-point 
Likert scale, ranging from (1) highly disagree to 
(5) highly agree, was used to measure the degree 
to which respondents use the information for 
decision-making. 

2.2.3. Small business performance (PER) 

Commonly, some financial indicators such as 
ROA and ROS are used to measure small business 
performance. However, such use creates a bias in 
measuring small business performance due to 
short reflections of actual performance. It is 
shown that the owners of this business consider 
non-financial indicators as well as financial 
indicators as a part of small business performance 
because the owners emphasize not only 
profitability but also other targets relating to 
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business goals (Jarvis et al., 2000). As a result, 
measuring this kind of performance should be 
appropriate by asking the owners to rate their 
performance base on their target attainments.  

An instrument was adopted from Cadez and 
Guilding (2008) with minor modifications made 
to measure small business performance. In this 
instrument, respondents are asked to indicate their 
agreement in the extent to which their business 
attaint some targets related to return on 
investment, the margin on sales, capacity 
utilization, customer satisfaction, product/service 
quality, the introduction of new products/services, 
and market share. A 5-point Likert scale, ranging 
from (1) – well below average – to (5) – well 
above average, was used to measure this 
instrument.  

3. Results 

3.1. Hypothesis testing 
This study uses SmartPLS version 3.2.7, a PLS-
SEM tool, to test the proposed model. The 
psychometric properties of the measurement 
model were examined first, and the structural 
model's estimation was assessed later.  

3.1.1. Measurement models 

Examining the measurement model consists of 
two steps. In the first step, the unidimensionality 
of all of the constructs was assessed by the 
conduction of principal axis factoring with 
Oblimin rotation (see Fabrigar et al., 1999). The 
result reveals that the number of intended items 
having loading higher than 0.5 correspond to three 
factors, which its eigenvalue is more than 1. 

The second step is to examine the convergent 
validity, discriminant validity, and internal 
consistency of items as well as the 
multicollinearity among these items. Table 1 
suggests a sufficient degree of convergent validity 
due to three conditions (Fornell & Larcker, 1981). 
First, the average variance extracted (AVE) value 
higher than 0.5. Second, each item's outer 
loadings on its respective construct are higher 
than other cross-loadings on other constructs. 
Third, items' outer-loading on its respective 
constructs is higher than 0.5 (Fornell & Larcker, 
1981) (Fornell & Larcker, 1981) (Fornell & 
Larcker, 1981) (Fornell & Larcker, 1981) (Fornell 
& Larcker, 1981) (Fornell & Larcker, 1981). 
Besides, internal consistency is well established 
because The CR scores and Cronbach's Alpha are 
necessarily higher than the 0.70 threshold value 
(Hair et al., 2011). Also, the VIFs of each item is 
less than the threshold value of 5, which indicates 
an absence of multicollinearity (Hair et al., 2011). 

 
Table 1   Validity of measurement models 

  Cronbach's Alpha CR AVE 1 2 3 

MAS 0.808 0.874 0.635 0.797 0.797   

PERF 0.841 0.879 0.519 0.720 0.314 0.720  

PROS 0.840 0.882 0.557 0.762 0.412 0.245 0.762 

Source: Outputs from the SmartPLS analysis 
 

3.1.2. Structural model  

Hair et al. (2011) suggested that assessing the 
statistical significance of the parameter estimates 
examines through a bootstrapping procedure with 
5,000 replacements. It is also required that the 
assessment of multicollinearity between latent 
variables, the predictive validity of the parameter 
estimates as well as predictive power before 
assessing the significance of the hypothesized 
paths must be made. The results reveal the 
absence of multicollinearity between the latent 
variable due to the VIF of each latent less 
threshold value of 5 (Hair et al., 2011). The 
parameter estimates' predictive validity is valid 
because the Stone-Geisser Q2 value (Geisser, 
1974; Stone, 1974) is larger than zero (Chin, 

1998; Hair et al., 2011). Besides, the predictive 
power of the path is also assessed by examining 
the R2 value. Thus, it is safe to examine the 
significance of the hypothesized paths.  

The results indicate there is a positive 
association between prospecting strategy and 
broad-scope MAS (β=0.412, p<0.001). Thus, it 
supports the hypothesis H1. Besides, the results 
show that broad-scope MAS is significantly and 
positively associated with small business 
performance (β=0.257, p=0.011), and therefore 
hypothesis H2 is supported. Finally, the 
relationship between prospecting strategy and 
performance is insignificant (β=0.139, p=0.207), 
and as such, it rejects hypothesis H3. 

The hypothesis H4 requires the assessment of 
mediation. This study follows the suggestions 
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described by Zhao et al. (2010) to assess the 
mediating hypothesis. A bootstrapping procedure 
with 5,000 replacement was used to assess the 
mediating hypothesis (Hair et al., 2017). The 
estimation of indirect effects requires the 
assessment of their significances and examination 
of their confidence intervals (Preacher & Hayes, 
2008).  

Table 2 R2, R2 adjusted, and Q² 
  R2 R2 adjusted Q² 

MAS 0.170 0.163 0.096 

PERF 0.115 0.101 0.046 

PROS       

Source: Outputs from the SmartPLS analysis  
 

The results reveal a significant correlation 
between prospecting strategy and broad-scope 
MAS (a=0.412, p<0.001) as well as broad-scope 
MAS and performance (b=0.257, p=0.011).  
Besides, the results show that the indirect effect 
(PROS -> MAS -> PER) is significant 
(a*b=0.106, p=0.025), and its confidence interval 
is from a lower bound of 0.023 to an upper bound 
of 0.210, indicating the exclusion of zero. Hence, 
this confirms that broad-scope MAS is the 
mediator between prospecting strategy and the 
performance of small businesses. Moreover, the 
results also reveal that the insignificant direct 
effects between prospector strategy and 
performance (c=-0.138, p=0.232) when two other 
paths are in the model. Hence, it supports the full 
mediating effects of MAS. 

4. Discussion 
This paper is consistent with previous studies 
fourfold. First, regarding the path between 
prospecting strategy and broad-scope MAS, the 
results reveal a significant positive relationship 
between these two variables. It is in line with 
Chong and Chong (1997). They found that 
strategic business units following prospecting 
strategy require broad-scope MAS to improve 
managerial decision-making effectiveness. 
Similarly, Naranjo-Gil (2004) found that public 
hospital in Spain, which have an orientation to 
prospecting strategy, design their MAS 
sophisticatedly in the extent to which this system 
provides broad-scope MAS information.   

Second, with respect to the path between 
broad-scope MAS and performance, the results 
are in line with previous studies. At an individual 
level, Ghasemi et al. (2016), Ghasemi et al. 
(2019), and Hammad et al. (2013) established that 
broad-scope MAS allows managers to improve 
their performance effectively. Chong and Chong 
(1997) found a positive relationship between 
broad-scope MAS and strategic business 
performance at the business unit level. In the same 
vein, this study shows that broad-scope MAS 
positively correlated with small business 
performance. 

Third, relating to the insignificant path 
between prospecting strategy and small business 
performance, this study is in line with Chong and 
Chong (1997). More specifically, they found an 
insignificant relationship between prospecting 

MAS 

PER PROS 

a = 0.412** 

c = -0.138ns 

b = 0.257* 

a*b = 0.106* 

Figure 1 Results of structural model 
Source: Author's source  

** correlation is significant at the 0.01 level (2-tailed).   
* Correlation is significant at the 0.05 level (2-tailed). 
ns Correlation is non-significant. 
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strategy and strategic business units' performance 
when controlling for the path between prospecting 
strategy and broad-scope MAS and the path 
between broad-scope MAS and the performance 
of these units. They argued that the effects of 
prospecting strategy on performance are indirect 
rather than direct because broad-scope MAS 
fosters intervening (or mediating) effects on the 
relationship between strategic choices of 
prospector and the performance of strategic 
business units. Thus, the results of this study 
support this argument. 
 Fourth, the results are also in line with 
previous studies, which examines whether or not 
MAS is the mediator between contextual factors 
and performance. Ghasemi et al. (2016) found the 
mediating effects of broad-scope MAS on the 
relationship between market competition and 
managerial performance. Similarly, Ghasemi et al. 
(2019) found that broad-scope MAS mediates the 
link between technology and managerial 
performance. In the same way, this study shows a 
mediating impact of broad-scope MAS on the link 
between prospecting strategy and small business 
performance. 

Conclusion  
This study aims to uncover the role of broad-
scope MAS on the link between prospecting 
strategy and performance of small businesses in 
Vietnam. This paper proposes that prospecting 
strategy is positively associated with broad-scope 
MAS and the performance of small businesses in 
Vietnam. Also, it is proposed that high broad-
scope MAS is positively correlated with a high 
performance of small businesses. Besides, this 
paper proposes that broad-scope MAS is the 
mediators between prospecting strategy and 
performance. The results provide empirical 
evidence supporting these hypotheses except the 
link between prospecting strategy and 
performance. Hence, this paper is in line with  
Chong and Chong (1997), who revealed that only 
the fit between strategy and MAS fosters 
organizational performance. 

Similar to any research, the results of this 
study should be interpreted with some little 
concerns. First, it is necessary to generalize the 
results with care due to only small businesses 
located in Cantho city. Second, this paper also 
subjects to the limitations of small sample sizes 
and low response rates.    

Despite some limitations, this study provides a 
enrich avenue for future studies. First, future 

studies should replicate this study by collecting 
the data in other areas of Vietnam. Second, future 
studies should take into account other 
characteristics of MAS, such as timely, 
integration, and aggregation, because this study 
only examines broad-scope MAS. By doing so, 
the future study can investigate the fit between 
strategy and these characteristics and gain insight 
into how and why this fit induces performance. 
Third, it is suggested that the development of 
regions may impact small businesses (see Chivu, 
2019). Therefore, the differentiation in the 
development influences the strategic choice. 
Future studies may replicate this study in the 
underdeveloped area of Vietnam to examine the 
validity of this model. Fourth, it is revealed that 
dynamic capability is crucial to organizations 
(Kareem & Alameer, 2019). Thus, future studies 
should include this variable in this model to gain 
more insight into the role of capabilities on 
strategic choices' effectiveness.  Last but not least, 
it is also shown that open innovation is critical to 
small and medium businesses (Janković & 
Golubović, 2019). Therefore, future studies can 
extend this model by examining whether or not 
the fit between open innovation and prospecting 
strategy leads to higher performance of small 
businesses because prospecting strategy 
emphasizes innovation to find performance 
implication. 
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