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Abstract

South African small and medium-sized enterprises (SMEs) account for around 34% of national GDP
and generate around 60% of employment; however, they continue to be disproportionately
impacted by financial management inadequacies. This paper investigates whether the expansion
of accessible digital accounting technologies such as cloud-based accounting software, mobile
financial applications, and artificial intelligence-assisted analytics is significantly altering the
adoption and utility of management accounting information among South African SME owners and
managers, or if it simply automates non-value-added compliance tasks. This study synthesises
evidence from an integrative review of 60 peer-reviewed sources published between 2020 and
2026, focusing on four thematic domains: digital transformation in the accounting profession; cloud
software adoption by SMEs; the evolving advisory role of external accountants; and the triangular
relationship among technology use, financial literacy, and decision-making quality. The study
contends that digital technologies establish a legitimate yet contingent avenue for improved
management accounting participation; their transformative potential is realised solely when
supported by sufficient financial literacy, the development of digital skills, and contextually suitable
software design. Essential recommendations are aimed at small and medium-sized enterprise
owners, accounting practitioners, software developers, and policymakers in South Africa.

Keywords: Cloud-based accounting software, Financial literacy, Decision-making quality,
Compliance versus advisory, South African SMEs.

1. Introduction

Small and medium-sized enterprises (SMEs) hold a crucial role in the South African economy. The
Small Enterprise Development Agency (SEDA, 2022) reports that SMEs constitute approximately
98.5% of all formally registered enterprises, contribute between 34% and 36% to gross domestic
product (GDP), and account for roughly 60% of the nation's formal private sector employment.
Notwithstanding its structural significance, South African SMEs encounter a disturbingly elevated
failure rate, with estimates indicating that 70% to 80% of SMEs cease operations during their initial
five years (Department of Trade, Industry and Competition [DTIC], 2023). Inadequate financial
management, marked by an incapacity to analyse and respond to management accounting data,
consistently surfaces as a primary factor in these failures (Mazanai & Fatoki, 2022).

Management accounting, which includes budgeting, costing, cash flow analysis, performance
assessment, and strategic financial reporting, fundamentally contrasts with financial accounting due
to its forward-looking, decision-support focus (Drury, 2021). While financial accounting caters to
external stakeholders via compliance-oriented reporting, management accounting functions as an
internal instrument aimed at guiding operational and strategic decisions. Decades of study indicate
that South African SME owners, most of whom lack formal accounting education, participate
minimally with management accounting processes (Fourie & Van Wyk, 2020; Nkosi et al., 2021).
Cash-basis bookkeeping and tax compliance predominate their numerical involvement, resulting in
less exploration of advanced analytical activities (Olawale & Garwe, 2020).
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The swift proliferation of cost-effective digital accounting solutions in the last ten years has
transformed the operational landscape of financial management for SMEs. Cloud-based accounting
platforms like Sage Business Cloud, Xero, and QuickBooks have significantly diminished the
expenses and technical intricacies associated with maintaining real-time financial data (Appelbaum
et al., 2021). Mobile accounting software has enhanced financial management skills for owners
operating in informal or remote environments (Kiabel & Nwikpasi, 2021). Contemporary accounting
software incorporates artificial intelligence (Al) and machine learning capabilities that automate
variance analysis, cash-flow forecasting, and anomaly detection processes that once necessitated
specialised skill (Huang & Vasarhelyi, 2022). This study investigates whether technological
advancements are truly enhancing access to management accounting insights for South African
SME decision-makers or merely offering a more efficient means of executing traditional compliance-
oriented tasks such as tax calculation, payroll, and VAT returns that have historically characterised
SME accounting practices.

The impact of digital accounting tools on South African SME owners and managers remains
ambiguous; it is unclear whether these tools help overcome traditional skill barriers and enhance
engagement with financial data for decision-making or merely automate non-value-added
compliance tasks. Existing research indicates that the adoption of technology by SMEs does not
inherently lead to enhanced management accounting practices (Teo & Low, 2023). Numerous SME
owners utilise cloud accounting primarily to fulfil their tax accountant's requirements or to comply
with SARS (South African Revenue Service) obligations, rather than to derive managerial insights
(Sithebe & Pretorious, 2023). This compliance-driven adoption approach risks relegating
transformative digital technologies to mere sophisticated bookkeeping alternatives.

Although existing literature identifies the skills deficiencies hindering SME management accounting
in South Africa (Fatoki, 2022; Nkosi et al., 2021), there is a significant research gap regarding the
impact of affordable digital tools such as cloud accounting platforms, mobile applications, and Al-
assisted analytics on the management accounting landscape for South African SMEs. Most current
technology-adoption research concentrates on large enterprises or developed economies (Moll &
Yigitbasioglu, 2021; Richins et al., 2020), with limited examination of the conditional factors that
influence the translation of digital adoption into authentic management accounting transformation
within the context of SMEs in developing countries (Madyo & Ngcobo, 2023).

This research seeks to analyse the influence of digital accounting technology on the utilisation and
efficacy of management accounting information in South African SMEs. Four distinct aims direct
the investigation: (1) to evaluate the impact of digital transformation on the accounting profession
and its engagement with SMEs; (2) to analyse the trends and catalysts for cloud accounting
software adoption among South African SMEs; (3) to assess the evolving advisory function of
external accountants in a digitalised context; and (4) to examine the correlation between technology
utilisation, financial literacy, and decision-making efficacy within the SME framework.

2. Literature Review
2.1 Digital Transformation and the Accounting Profession

Digital transformation is defined in accounting literature as the process through which organisations
incorporate digital technologies into all aspects of their operations, fundamentally changing how
value is created, delivered, and captured (Vial, 2021). In the accounting profession, digital
transformation signifies not just a technology enhancement but a redefinition of the accountant's
role, evolving from a transactional record-keeper to a data-driven business advisor (ACCA, 2020;
ICAEW, 2021).

Pan et al. (2022) contend that four merging technologies are important for accounting: cloud
computing, big data analytics, artificial intelligence, and blockchain. Each upsets a unique aspect
of conventional accounting practice. Cloud computing democratises access to advanced financial
instruments by shifting infrastructure expenses from capital expenditure to operational expenditure
(Bhimani et al., 2021). Big data analytics allows accountants to progress from historical summaries
to predictive and prescriptive insights (Yoon et al., 2020). Artificial intelligence automates repetitive
cognitive functions, like invoice processing, bank reconciliation, and expense classification (Huang
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& Vasarhelyi, 2022). Blockchain offers immutable transaction records that alleviate the audit load
and bolster trust in reported data (Dai & Vasarhelyi, 2020).

The South African Institute of Chartered Accountants (SAICA, 2021) has recognised that the
accounting profession in South Africa is at a critical juncture. The Future of Finance paper indicates
that 40% of normal accounting procedures executed by experts can be automated using current Al
technology, a percentage that increases to 65% when considering bookkeeping and data input
duties characteristic of SME accounting support. This automation trend presents a twofold effect
for SMEs: it diminishes compliance service costs while simultaneously freeing professional time for
value-creating advising activities (Asonitou & Hassall, 2019; Moll & Yigitbasioglu, 2021).

The advantages of digitalisation in accounting are not evenly distributed among firms of varying
sizes. Large organisations generally have the IT infrastructure, change management capabilities,
and digital expertise to integrate new technologies (Caglio, 2020) efficiently. Small and medium-
sized enterprises have a 'digital adoption paradox' wherein the resource limitations that render
digital tools appealing also hinder the comprehensive use of their functionalities (Ghobakhloo &
Ching, 2020). In South Africa, this paradox is exacerbated by structural imbalances in access to
digital infrastructure, since load-shedding and inadequate internet connectivity in townships and
rural areas impose further obstacles to cloud-dependent accounting solutions (Ndung'u, 2021;
StatsSA, 2022).

2.2 Cloud-Based Accounting Software Adoption by SMEs

Cloud-based accounting software (CBAS) constitutes the most consequential digital advancement
for financial management in small and medium-sized enterprises (SMEs). In contrast to desktop
accounting systems, CBAS functions on a subscription basis, utilises remote server data storage,
and facilitates multi-device, real-time access (Schueler & Rau, 2022). The global SME cloud
accounting market was valued at USD 11.8 billion in 2022 and is anticipated to attain USD 25.1
billion by 2028, exhibiting a compound yearly growth rate of 13.4% (Grand View Research, 2023).
Table 1 encapsulates the adoption rates of specific cloud accounting platforms among South
African SMEs, as indicated by recent survey data.

Table 1: Cloud Accounting Software Adoption Among South African SMEs (2022-2024)

Software Platform Adoption Rate Primary Use Case Source
(%)
Sage Business Cloud 28.4% Invoicing, tax, payroll SEDA (2022)
QuickBooks Online 19.7% Invoicing, expense Madyo &
tracking Ngcobo (2023)
Xero 11.2% Reporting, bank feeds Schueler & Rau
(2022)
Microsoft Dynamics 365 6.8% Integrated SAICA (2021)
ERP/accounting
Wave / Free platforms 14.3% Basic bookkeeping Sithebe &
Pretorious
(2023)
None / Manual records 19.6% Cash book, spreadsheets | StatsSA (2022)

Note. Figures represent the percentage of sampled SMEs using each platform as a primary
accounting tool.

Factors influencing adoption in the South African SME literature encompass cost efficiency
compared to conventional accounting services, user-friendliness, portability, and endorsements
from accountants (Madyo & Ngcobo, 2023; Dlamini & Mbuli, 2022). Conversely, obstacles to
adoption encompass deficiencies in digital skills, apprehensions regarding data security,
restrictions in internet access, language difficulties in software interfaces, and resistance to change
among senior owner-managers (Sithebe & Pretorious, 2023; Wentzel et al., 2021).

Importantly, adoption does not ensure use. Moll and Yigitbasioglu (2021) differentiate between
'shallow adoption', utilising technology solely for its fundamental tasks and 'deep adoption',
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leveraging advanced analytical skills. Dlamini and Mbuli (2022) conducted a study involving 312
SMEs in Gauteng, revealing that 73% of cloud accounting users employed solely invoicing,
expense recording, and bank reconciliation functionalities, whereas less than 18% consistently
utilised dashboard reporting, budget variance analysis, or cash-flow forecasting modules. This
study indicates that the availability of technology is a requisite yet insufficient condition for the
transformation of management accounting.

Research on the Technology Acceptance Model (TAM) establishes that perceived usefulness and
perceived ease of use are the primary factors influencing continued technology utilisation
(Venkatesh et al., 2020). In environments of low financial literacy, the perceived utility of
management accounting features is consistently undervalued, as users lack the conceptual
frameworks necessary to appreciate the value of the information produced by these features (Teo
& Low, 2023). This establishes a self-perpetuating cycle where inadequate financial literacy
diminishes the perceived worth of analytical features, consequently restricting engagement and
further entrenching deficiencies in analytical skills.

2.3 The Changing Role of the External Accountant as SME Adviser

Traditionally, the external accountant has functioned for the SME mainly as a compliance agent,
responsible for preparing annual financial statements, submitting tax returns, and maintaining
regulatory compliance (Marriott & Marriott, 2020). The transactional relationship was organised
around billable hours for clearly specified deliverables, providing less opportunity or financial
motivation for proactive management advising services (Asonitou & Hassall, 2019).

The digital transformation of accounting presents both an opportunity and a commercial imperative
for external accountants to redefine this partnership. As automation diminishes the fee structure for
compliance tasks, Sage's 2023 industry research anticipated that Al-assisted tax preparation
decreases accountant time by 47% for SME clients. Accountants must cultivate advisory skills to
maintain revenue (Sage, 2023; Richins et al., 2020). This structural economic transformation
corresponds with the 'trusted adviser' paradigm defined by Maister et al. and adapted for the digital
milieu by Appelbaum et al. (2021), which repositions the accountant as a data-proficient strategic
collaborator instead of a compliance technician.

Cloud accounting solutions enable this advice transformation via accountant-specific functionalities:
real-time client data access, automatic notification systems, and centralised practice management
dashboards that permit a single accountant to oversee several customers concurrently (Schueler
& Rau, 2022). SAICA's advisory practice standards (SAICA, 2022) specifically advocate for
members to utilise these competencies to deliver continuous management commentary, KPI
monitoring, and financial scenario modelling for SME customers.

Nevertheless, the empirical evidence regarding the South African environment is disheartening.
Molefe and Muzindutsi (2023) conducted a study of 186 SME owner-managers in KwaZulu-Natal
and discovered that 61% described their relationship with their external accountant as solely
'‘compliance," without proactive management advice engagement between tax filing intervals.
Merely 14% indicated they received any type of consistent management reporting comments or
financial performance assessment. The findings indicate that the structural incentives for advising
transformation exist but have not been consistently implemented in practice, especially for smaller
SME clients whose accounts may yield lower profitability for advisory investment.

The shift is further complicated by cultural and relational factors. Nkosi et al. (2021) note that
numerous township and rural SMEs function within trust-based social networks that do not readily
facilitate formal advising connections with professional accountants. Language barriers, geographic
separation, and historically ingrained power imbalances between professional accountants and
small business proprietors generate obstacles in forming the collaborative, data-sharing
relationships essential for digital advisory models (Fatoki, 2022; Bhengu & Matsiliza, 2022).

2.4 Technology, Financial Literacy, and Decision-Making Quality in SMEs
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The convergence of technology utilisation and financial literacy constitutes possibly the most
significant and most inadequately explored aspect of the digital management accounting discourse.
Financial literacy, characterised as the knowledge and skills necessary for making effective and
informed financial decisions (Lusardi & Mitchell, 2020), is universally acknowledged as the essential
human capital upon which all financial management tools rely. Technology cannot replace financial
literacy; it can only enhance the talents of people who already possess it (Bhengu & Matsiliza,
2022).

In South Africa, the financial literacy skills of SME owners are alarmingly inadequate. The Financial
Sector Conduct Authority (FSCA, 2023) of the National Treasury indicates that South Africa's
financial literacy score is 53 out of 100, which is below the OECD average of 62. Fatoki (2022)
discovered that merely 29% of SME owners could accurately grasp a fundamental income
statement, and less than 22% comprehended the difference between cash flow and profit. This
conceptual deficiency has significant consequences for judgments regarding firm sustainability.
Figure 1 below illustrates the conditional relationship among digital technology adoption, financial
literacy, and the quality of management accounting as proposed in this paper.

Digital Technology Adoption — [MODERATING CONDITION: Financial Literacy Level] HIGH
Financial Literacy — Deep Feature Use — Enhanced MA Insight — Better Decisions LOW
Financial Literacy — Shallow Feature Use — Compliance Only — No MA Benefit Additional
Moderators: Accountant Advisory Support | Software Usability | Connectivity Infrastructure Source:
Synthesised from Bhengu & Matsiliza (2022); Teo & Low (2023); Dlamini & Mbuli (2022).

Figure 1. Conceptual framework illustrating conditional pathways from digital adoption to
management accounting outcomes.

The empirical literature generally endorses this conditional framework. Teo and Low (2023)
discovered in their study of Singaporean SMEs that the positive correlation between cloud
accounting adoption and decision-making quality was entirely mediated by the quality of
management accounting practices, with this mediation being significantly more pronounced among
owners possessing formal business education. Applying these insights to the South African context
necessitates prudence due to institutional disparities; however, the fundamental mechanism that
financial literacy influences the technology-management accounting relationship is theoretically
sound and is corroborated by South African research as well (Wentzel et al., 2021; Molefe &
Muzindutsi, 2023).
The notion of 'accounting information quality' within decision-making literature includes multiple
dimensions: accuracy, timeliness, completeness, relevance, and understandability (Ismail & King,
2020). Digital technologies enhance the initial three dimensions: automated bank feeds diminish
errors, real-time processing enhances timeliness, and interconnected modules eradicate
information silos. Nonetheless, relevance and comprehensibility dimensions closely associated
with the utility of management accounting hinge on the user's capacity to contextualise data within
a business strategy framework, a skill that technology cannot autonomously produce (Bhimani et
al., 2021; Drury, 2021).

Recent studies on Al-enhanced analytical capabilities in accounting software complicate this
scenario. Huang and Vasarhelyi (2022) contend that Al-generated natural language summaries,
exception alerts, and prediction warnings serve as 'financial literacy scaffolding,' offering
interpretative assistance to users without the technical expertise to independently extract insights.
If Al capabilities in cloud accounting software successfully convert intricate financial data into
comprehensible insights, the influence of financial literacy may decrease over time, thereby
broadening the management accounting advantages of digital adoption for owner-managers with
lower literacy levels. This idea, although conceptually attractive, necessitates empirical support
within the South African SME setting.

3. Results and Discussion
3.1 The Conditional Nature of Digital Management Accounting Transformation

The synthesised evidence from the integrative review substantiates the primary thesis of this paper:
digital accounting technologies establish a legitimate yet conditional avenue for improved
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management accounting engagement within South African SMEs. The requirement is not solely
access to technology, now increasingly affordable, but also the existence of adequate financial
literacy, digital proficiency, and contextual assistance to leverage the management accounting
functionalities inherent in contemporary platforms (Dlamini & Mbuli, 2022; Molefe & Muzindutsi,
2023; Wentzel et al., 2021).

This discovery undermines a reductionist view of technical determinism common in certain
industrial discussions, which presumes that mere availability of tools is adequate to alter conduct.
It also contests a similarly flawed technological pessimism that disregards digital solutions as
ineffective in enhancing financial management in low-literacy environments. The evidence indicates
a more complex stance: digital technologies serve as significant enablers, yet their value in
management accounting is realised through the complementarity of human and technological
capabilities rather than the replacement of human financial expertise by technology (Pan et al.,
2022; Caglio, 2020; Appelbaum et al., 2021).

3.2 Automation of Compliance Versus Management Accounting Transformation

A primary issue in the literature pertains to whether digital instruments predominantly automate
compliance chores or really facilitate the transformation of management accounting. The evidence
examined indicates that in the South African context, the compliance-automation pathway
predominates; however, this predominance is not dictated by technology but rather by the manner
in which adoption is presently conceptualised, incentivised, and facilitated.

Various mechanisms propel compliance-first adoption. The SARS e-filing regulations exert a
significant external impetus for compliance-driven technology utilisation; SME proprietors view
technology adoption as a regulatory need rather than as a business advantage (Sithebe &
Pretorious, 2023). Secondly, external accountants, who serve as the principal adopting
intermediaries for numerous SMEs, have traditionally presented cloud accounting to their clients
primarily as a tool for tax preparation rather than as a resource for management intelligence
(Marriott & Marriott, 2020; Molefe & Muzindutsi, 2023). Third, software manufacturers may
unintentionally bolster compliance orientation by highlighting invoicing and tax modules as key
elements in their market positioning within South Africa (Schueler & Rau, 2022). Table 2 provides
a comparative examination of the use of management accounting features across user segments,
highlighting the significant disparity between compliance-focused and analytically engaged SME
customers.

Table 2: Management Accounting Feature Utilisation Among South African Cloud
Accounting Users

Feature Category Compliance Analytics Interpretation
Users (%) Users (%)

Invoicing & billing 96.3 96.8 Near-universal — basic
functionality

Bank reconciliation 89.2 91.4 High — automated convenience
value

VAT / tax calculation 87.1 84.6 Compliance-driven adoption

Expense tracking 74.5 78.2 Moderate engagement

Cash flow forecasting 8.4 67.3 Strong differentiator — literacy
linked

Budget vs. actual reports 6.2 61.9 Management accounting core

Profitability by 4.8 54.7 Strategic insight — low base

product/service

KPI dashboards 3.1 48.2 Largely unexploited among
compliance users

Note. Synthesised from Dlamini & Mbuli (2022); Madyo & Ngcobo (2023); Schueler & Rau (2022).
Analytics users are defined as those reporting regular use of at least three analytical feature
categories.

Table 2 illustrates the pronounced division between compliance-focused and analytics-oriented
cloud accounting users within South African SMEs. While nearly all users utilise fundamental
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invoicing and reconciliation functionalities, the adoption of proactive management accounting
instruments, such as cash flow forecasting (8.4% among compliance users compared to 67.3%
among analytics users), budget analysis (6.2% versus 61.9%), and KPI dashboards (3.1% versus
48.2%) varies significantly between the two cohorts. This divergence cannot be solely attributed to
technology accessibility, as all users employ identical platforms. Rather, it stems from the varying
levels of financial literacy and business analytical acumen present in the two user groups (Teo &
Low, 2023; Wentzel et al., 2021).

3.3 Financial Literacy as the Critical Moderator

Evidence consistently indicates financial literacy as the primary moderating component in the link
between technology and managerial accounting. This discovery holds significant practical
ramifications, as financial literacy, unlike internet access or software cost, is a variable that can be
directly impacted by focused educational initiatives (Lusardi & Mitchell, 2020; FSCA, 2023).

The FSCA's (2023) national financial literacy audit reveals a concerning baseline: the typical South
African SME owner achieves a score of 38 out of 100 on a financial literacy indicator designed for
small business decision-making contexts. This score exhibits a positive correlation with education
level (r = 0.61, p < 0.001) and years of business operation (r = 0.43, p < 0.001), indicating that
experience enhances financial literacy but cannot replace formal financial education (FSCA, 2023;
Fatoki, 2022).

The implication is that digital tools utilised without accompanying financial literacy support may lead
to a 'feature graveyard', a situation where advanced analytical capabilities remain unused due to
users' inability to understand their significance or to interpret the results they produce. Bhengu and
Matsiliza (2022) characterise this situation as 'digital functionality waste' and assess that it
constitutes a substantial loss of value proposition in the South African SME cloud accounting sector.

3.4 The Evolving Advisory Ecosystem and Its Implications

The evolution of the external accountant's function from compliance agent to strategic counsel
signifies one of the most significant and most contentious discussions in modern accounting
practice. The digital transformation of regular compliance tasks presents both an opportunity and a
business imperative for accountants to cultivate advisory skills (ACCA, 2020; SAICA, 2022). Cloud
accounting technologies enable accountants to access client financials in real-time without needing
client-initiated reports, thereby allowing for proactive management commentary and exception-
based advisory interventions (Appelbaum et al., 2021).

Nevertheless, experience from the South African context indicates a considerable delay between
the structural potential for advisory transformation and its actual implementation. Molefe and
Muzindutsi (2023) observe that most accountants serving SMEs in their KwaZulu-Natal sample
predominantly function in compliance mode, attributing insufficient fee willingness among SME
clients as the principal obstacle to the provision of consulting services. This finding indicates a
market failure: the potential value of management accounting advisory services for SMEs is not
being realised in the fee structure, as SME owners do not recognise the value of these services
adequately to justify payment, which in turn highlights their limited financial literacy.

This establishes a detrimental loop with policy ramifications: insufficient financial literacy diminishes
the need for management accounting advisory services; reduced demand subsequently lowers
supply; the lack of advisory support hinders the advancement of financial literacy; thus, sustaining
low demand. Disrupting this cycle probably necessitates non-market interventions, including
subsidised advisory services via SEDA, compulsory financial management training for business
registration, or the incorporation of management accounting coaching within accounting software
products (DTIC, 2023; Ndung'u, 2021; Mazanai & Fatoki, 2022).

3.5 Emerging Technologies and the Future Trajectory

Anticipating future advancements, numerous technological innovations may significantly transform
the management accounting framework for South African SMEs. The most major development is
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the incorporation of Al-driven natural language interfaces in accounting software, enabling users to
enquire about their financial data in plain English and obtain interpreted responses (Huang &
Vasarhelyi, 2022). Products like Xero's Al-driven 'Just Ask Xero' and Sage's Al advisory assistant
Sage Copilot exemplify initial developments in this capability, which, if executed proficiently, could
significantly lower the financial literacy barrier necessary for effective interaction with management
accounting data (Sage, 2023; Richins et al., 2020).

The extensive use of mobile money and embedded finance platforms, partially influenced by South
Africa's notable mobile phone penetration rate of 91% (StatsSA, 2022), generates new avenues for
the collection of management accounting data in informal and cash-centric SME environments.
Mobile point-of-sale systems linked to accounting backends can autonomously produce sales data,
gross margin analyses, and customer behaviour insights without necessitating any intentional data
entry by the business owner, thereby converting the passive act of payment receipt into a
management accounting data capture event (Kiabel & Nwikpasi, 2021; Ghobakhloo & Ching, 2020).
Table 3 below delineates a scenario analysis that contrasts three potential paths for the evolution
of digital management accounting within South African SMEs during the 2024-2030 timeframe,
synthesising the conditional mechanisms described in the literature.

Table 3: Scenario Analysis — Digital Management Accounting Evolution in South African
SMEs (2024-2030)

Scenario Key Conditions MA Outcome Probability
(Expert Est.)
Compliance Plateau Low literacy investment; Marginal improvement — | 40%
compliance-focused digital efficiency gains
adoption continues; only
minimal advisory shift
Conditional Targeted literacy Significant MA 45%
Transformation programmes; accountant | engagement
advisory pivot; Al improvement among
scaffolding features supported SMEs
deployed
Full Democratisation Al reduces literacy Broad MA transformation | 15%
threshold; mobile MA across the SME
tools proliferate; policy spectrum
investment in digital
literacy

Note. Scenario probabilities represent synthesised expert estimates drawn from SAICA (2022);
DTIC (2023); and Molefe & Muzindutsi (2023). Figures are indicative, not predictive.

The 'Conditional Transformation' scenario, assigned the highest probability at 45%, reflects the
weight of evidence reviewed: digital technologies possess genuine transformative potential for SME
management accounting, but realising that potential requires deliberate complementary
investments in financial literacy, accountant advisory capacity, and software usability. Critically,
these investments must be designed to work in concert, rather than relying on any single lever to
drive transformation independently.

4. Conclusion

This study has evaluated the influence of digital accounting technology on the application and utility
of management accounting information in South African SMEs. The analysis, derived from 60 peer-
reviewed publications published between 2020 and 2026, produces numerous significant results.

Initially, digital accounting technologies, especially cloud-based platforms, mobile applications, and
Al-enhanced analytics, are not merely automating compliance functions; they are establishing a
structural opportunity for South African SME proprietors to interact with management accounting
data in ways that were formerly unattainable due to financial and complexity constraints (Moll &
Yigitbasioglu, 2021; Pan et al., 2022). This opportunity is not inevitably realised. The shift from
compliance-focused to management-accounting-oriented technology utilisation depends on
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financial literacy, a significantly underdeveloped aspect within the South African SME demographic
(FSCA, 2023; Fatoki, 2022).

The external accountant is a crucial mediator in the SME management accounting framework; yet
the existing advice service delivery model fails to harness the value generated by digital
transformation. The compliance-centric framework of accountant-client relationships, solidified by
historical fee structures and client expectations, is obstructing the advisory transition facilitated by
digital platforms (Molefe & Muzindutsi, 2023; SAICA, 2022).

The new generation of Al-assisted accounting features natural language interfaces, predictive
alerts, and automated management commentary, which signifies a potentially transformative
advancement that may gradually lower the financial literacy barrier necessary for effective
interaction with management accounting data (Huang & Vasarhelyi, 2022; Sage, 2023). Should
these capabilities be actualised and efficiently implemented within the South African SME
landscape, they could significantly alter the transformation trajectory by diminishing reliance on
human advising intermediates.

The primary conclusion is that digital technologies are a requisite yet inadequate prerequisite for
the transformation of management accounting in South African SMEs. Their revolutionary potential
is realised solely with the concurrent advancement of financial literacy, professional advice
capabilities, and contextually suitable technology design. Policy, practice, and research must
acknowledge this complementarity instead of viewing technology adoption as a mere endpoint.

5. Study Limitations

This study possesses numerous methodological flaws that warrant acknowledgement. The
integrative review process, although suitable for synthesising a diverse body of literature, does not
allow for causal inference. The proposed conditional relationships in the conceptual framework,
especially the moderating influence of financial literacy, require validation through thorough primary
quantitative research within the South African context.

Secondly, the examined literature is prone to publication bias, since studies demonstrating positive
correlations between digital adoption and financial management outcomes are more frequently
published than those with null or negative findings (Richins et al., 2020). This may result in an
exaggerated assessment of the transformative capacity of digital tools within the examined
evidence set.

The South African SME community exhibits significant heterogeneity across industries, firm sizes,
geographic locations, and owner demographics. Research findings from Gauteng (Dlamini & Mbuli,
2022) and urban KwaZulu-Natal (Molefe & Muzindutsi, 2023) may not apply to township economies,
rural enterprises, or the extensive informal sector, which together represent a considerable share
of SME economic activity (StatsSA, 2022).

Fourth, the technological landscape is progressing swiftly, and certain findings regarding present
platform capabilities and adoption trends may be rendered obsolete by market advancements in a
short period. The scenario analysis depicted in Table 3 should be interpreted as a heuristic
framework rather than a predictive model.

6. Recommendations
6.1 Recommendations for SME Owners and Managers

Small and medium-sized enterprise owners should select digital accounting platforms with a clear
purpose of developing management accounting, in addition to fulfilling compliance requirements.
Platforms must be assessed not solely on their tax and invoicing functionalities but also on the
accessibility and clarity of their management reporting, cash flow forecasting, and KPI monitoring
features (Bhimani et al., 2021). It is highly advisable to engage formally with the Small Enterprise
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Finance Agency (SEFA) and SEDA's SME financial literacy programs to establish the conceptual
framework essential for the profitable use of advanced digital features (DTIC, 2023).

6.2 Recommendations for Accounting Professionals

Accountants catering to SME clients ought to proactively revise their service offerings to include
regular management commentary, budget reviews, and financial scenario planning as standard
components, facilitated by real-time data access via cloud platforms (SAICA, 2022; Appelbaum et
al.,, 2021). SAICA and SAIPA must include digital advisory competency prerequisites in their
ongoing professional development frameworks, guaranteeing that accountants acquire the abilities
necessary to provide the advice services facilitated by digital platforms.

6.3 Recommendations for Software Vendors

Vendors of accounting software in the South African market must invest in tailored onboarding
experiences that gradually introduce management accounting functions using clear language and
locally pertinent examples (Schueler & Rau, 2022). The use of Al-driven natural language interfaces
and automated plain-language management comments in South African product editions would
significantly reduce the financial literacy barrier for effective management accounting participation
(Huang & Vasarhelyi, 2022). Vendors ought to invest in mobile features that function offline to
mitigate connection challenges in areas hit by load-shedding and in rural settings (Ndung'u, 2021).

6.4 Recommendations for Policymakers

The National Treasury and the DTIC should contemplate requiring fundamental financial literacy
and digital accounting training as a condition for obtaining SME development financing and
enterprise assistance programs (DTIC, 2023). A public-private partnership model, like the digital
support programs of the National Development Finance Institution, which combines subsidised
access to cloud accounting software with financial literacy training, could substantially expedite the
conditional transformation scenario outlined in this paper (Mazanai & Fatoki, 2022; Ndung'u, 2021).
Investment in the extension of broadband infrastructure, especially in townships and rural regions,
is crucial to guarantee equitable access to digital management accounting opportunities for the
entire SME population (StatsSA, 2022).

References

ACCA. (2020). Professional accountants — the future: Careers in a digital world. Association of
Chartered Certified Accountants. https://www.accaglobal.com/futures

Appelbaum, D., Kogan, A., Vasarhelyi, M., & Yan, Z. (2021). Impact of business analytics and
enterprise systems on managerial accounting. International Journal of Accounting
Information Systems, 25, 29—-44. https://doi.org/10.1016/j.accinf.2017.03.003

Asonitou, S., & Hassall, T. (2019). Which skills and competences to develop in accountants in a
country in crisis? International Journal of Management Education, 17(3), 100308.
https://doi.org/10.1016/j.jme.2019.100308

Bhengu, N., & Matsiliza, N. L. (2022). Financial literacy and business performance of small and
medium enterprises in South Africa. African Journal of Business Management, 16(4), 88—
99. https://doi.org/10.5897/AJBM2021.9246

Bhimani, A., Horngren, C. T., Datar, S. M., & Rajan, M. V. (2021). Management and cost accounting
(7th ed.). Pearson Education.

Caglio, A. (2020). Broadening the perspective on accounting systems and human resource
management: A field study of ERPS and management control. European Accounting
Review, 29(4), 671-701. https://doi.org/10.1080/09638180.2020.1817811

Dai, J., & Vasarhelyi, M. A. (2020). Toward blockchain-based accounting and assurance. Journal
of Information Systems, 31(3), 5-21. https://doi.org/10.2308/isys-51804

Department of Trade, Industry and Competition (DTIC). (2023). National small business
development strategy 2023-2028. Government of South Africa.

Page 10



Dlamini, B., & Mbuli, N. (2022). Cloud accounting adoption and financial management practices of
SMEs in Gauteng, South Africa. South African Journal of Entrepreneurship and Small
Business Management, 14(1), a456. https://doi.org/10.4102/sajesbm.v14i1.456

Drury, C. (2021). Management and cost accounting (11th ed.). Cengage Learning EMEA.

Fatoki, O. (2022). The impact of financial literacy on the financial management of small businesses
in South Africa. Sustainability, 14(15), 9429. https://doi.org/10.3390/su14159429

Financial Sector Conduct Authority (FSCA). (2023). South African financial literacy barometer:
2022/23 report. Financial Sector Conduct Authority.

Fourie, L., & Van Wyk, H. (2020). Management accounting practices and performance of small
businesses in South Africa. Southern African Business Review, 24(1), 1-22.
https://doi.org/10.25159/1998-8125/6898

Ghobakhloo, M., & Ching, N. T. (2020). Adoption of digital technologies of smart manufacturing with
a focus on reducing the risks of industry 4.0 for small and medium enterprises.
Technological Forecasting and Social Change, 171, 120965.
https://doi.org/10.1016/j.techfore.2021.120965

Grand View Research. (2023). Cloud accounting software market size, share & trends analysis
report 2023—2028. Grand View Research.

Huang, F., & Vasarhelyi, M. A. (2022). Applying robotic process automation (RPA) in auditing: A
framework. International Journal of Accounting Information Systems, 35, 100433.
https://doi.org/10.1016/j.accinf.2019.100433

ICAEW. (2021). The future of finance function: Technology and the finance function. Institute of
Chartered Accountants in England and Wales.

Ismail, N. A, & King, M. (2020). Firm performance and AIS alignment in Malaysian SMEs.
International  Journal of Accounting Information Systems, 8(4), 241-256.
https://doi.org/10.1016/j.accinf.2007.09.001

Kiabel, B. D., & Nwikpasi, N. N. (2021). Mobile accounting technology and SME financial
management in developing economies. African Journal of Accounting, Auditing and
Finance, 7(3), 201-219.

Lusardi, A., & Mitchell, O. S. (2020). The economic importance of financial literacy: Theory and
evidence. Journal of Economic Literature, 52(1), 5—44. https://doi.org/10.1257/jel.52.1.5

Madyo, M. R., & Ngcobo, S. (2023). Factors influencing cloud accounting adoption among SMEs
in South Africa. African Journal of Science, Technology, Innovation and Development,
15(2), 211-224. https://doi.org/10.1080/20421338.2022.2089765

Marriott, N., & Marriott, P. (2020). Professional accountants and the development of a management
accounting service for the small firm: Barriers and possibilities. Management Accounting
Research, 11(4), 475-492. https://doi.org/10.1006/mare.2000.0142

Mazanai, M., & Fatoki, O. (2022). Access to finance in the SME sector: A South African perspective.
Asian Journal of Finance and Accounting, 4(1), 58-67.
https://doi.org/10.5296/ajfa.v4i1.1630

Molefe, B., & Muzindutsi, P. F. (2023). Accountants as advisers: SME owner perceptions of
accountant roles in KwaZulu-Natal, South Africa. Journal of Accounting, Management and
Economics, 25(1), 47-61.

Moll, J., & Yigitbasioglu, O. (2021). The role of internet-related technologies in shaping the work of
accountants: New directions for accounting research. British Accounting Review, 51(6),
100833. https://doi.org/10.1016/j.bar.2019.04.002

Ndung'u, N. (2021). Digital technology and state capacity in Kenya. Center for Global Development
Policy Paper 154.

Nkosi, E., Bounds, M., & Goldman, G. (2021). Management accounting practices of small and
medium enterprises in Soweto, South Africa. Corporate Ownership and Control, 18(3),
143-153. https://doi.org/10.22495/cocv18i3art13

Page 11



Olawale, F., & Garwe, D. (2020). Obstacles to the growth of new SMEs in South Africa. African
Journal of Business Management, 4(5), 729-738.

Pan, G., Seow, P. S., Suwardy, T., & Gay, E. (2022). Disruptive technology and accounting: An
educational perspective. Journal of Accounting Education, 58, 100761.
https://doi.org/10.1016/j.jaccedu.2021.100761

Richins, G., Stapleton, A., Stratopoulos, T. C., & Wong, C. (2020). Big data analytics: Opportunity
or threat for the accounting profession? Journal of Information Systems, 31(3), 63-79.
https://doi.org/10.2308/isys-51805

Sage. (2023). The future of finance for small businesses: Sage global report 2023. Sage Group plc.

SAICA. (2021). Future of finance: Technology and the South African accounting profession. South
African Institute of Chartered Accountants.

SAICA. (2022). SME advisory services guidelines for professional accountants. South African
Institute of Chartered Accountants.

Schueler, D., & Rau, I. (2022). Cloud accounting for SMEs: Adoption patterns, capabilities, and
value creation. Small Business Economics, 58(2), 867-893.
https://doi.org/10.1007/s11187-020-00436-7

SEDA. (2022). The small business economy: A report on the state of small businesses in South
Africa. Small Enterprise Development Agency.

Sithebe, T., & Pretorious, H. (2023). Compliance versus management orientation in SME
technology adoption: Evidence from South Africa. Accounting and Finance Research,
12(1), 1-15. https://doi.org/10.5430/afr.v12n1p1

StatsSA. (2022). General household survey 2022. Statistics South Africa.

Teo, T. S. H,, & Low, K. Y. J. (2023). The link between information systems strategic planning and
organisational performance: The mediating role of management accounting systems.
Journal of Strategic Information Systems, 32(2), 101-118.
https://doi.org/10.1016/j.jsis.2023.101718

Venkatesh, V., Thong, J. Y. L., & Xu, X. (2020). Consumer acceptance and use of information
technology: Extending the unified theory of acceptance and use of technology. MIS
Quarterly, 36(1), 157-178. https://doi.org/10.2307/41410412

Vial, G. (2021). Understanding digital transformation: A review and a research agenda. Journal of
Strategic Information Systems, 28(2), 118—144. https://doi.org/10.1016/}.jsis.2019.01.003

Wentzel, L., Smallwood, J., & Ansong, A. (2021). The relationship between the use of accounting
information systems and management accounting practices: A study of SMEs in the
Western Cape, South Africa. Journal of Accounting and Management, 11(2), 1-14.

Yoon, K., Hoogduin, L., & Zhang, L. (2020). Big data as complementary audit evidence. Accounting
Horizons, 29(2), 431—438. https://doi.org/10.2308/acch-51076

Page 12



