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Abstract

This thesis aims to identify the status of management accounting practices in the Jordanian 
financial sector in terms of both its usage and sophistication level and to examine the contingency 
factors that influence that status. The main objectives of the research are: to obtain a broad 
overview of management accounting practices in general, including the extent of usage of 
management accounting practices; examine the sophistication level of management accounting 
practices and at which phase, based on the IF AC model, the Jordanian financial sector is currently 
placed; investigate the effect of the contingent variables upon both the extent of usage and the 
sophistication level of management accounting practices.

To attain these objectives, a combination of research methods has been conducted, namely, 
questionnaire and semi-structured interview; 64 valid questionnaires were returned, giving a 
67.3% response rate, followed by 14 interviews. Several statistical analyses were used to analyse 
the responses, namely, descriptive analysis, bivariate correlation analysis (KendalFs tau test and 
Kruskal-Wallis test), and multivariate statistical tests.

The results of the life cycle stages revealed that 67.2% of the respondent companies are located in 
the first two stages. In terms of the usage of management accounting practices, the research 
reported that traditional practices are still widespread and highly used, rarely using the more 
sophisticated or advanced practices, and that there is a diversity of practices used in the financial 
sector context. In general, the research revealed that budgeting practices and financial measures 
are heavily used, and there is a lack of usage of decision making practices and strategic analysis 
practices. Concerning the sophistication level of management accounting practices, the research 
revealed that almost all of the Jordanian financial sector companies are located in the first stage by 
64.1% and 29.7% of companies in the second stage based on the IF AC model, thus indicating the 
simplicity of information that they require. This, in turn, reflects the simplicity of practices that are 
used in the Jordanian financial sector.

In terms of the association between each contingency variables and the extent of usage of 
management accounting practices, the research reveals that the age of the company (number of 
years since establishment), net sale growth, number of employees, sophistication of operations, 
professional certificates, life cycle stages, and business type have a significant impact on the extent 
of usage of management accounting practices. In addition, it reveals that the age of the company, 
sophistication of operations, attendance of training courses, professional certificates, life cycle 
stages, and business type are the main contingency variables that influence the sophistication level 
of management accounting practices.

The research's findings provide a broad overview of management accounting practices in the 
Jordanian financial sector. This overview is vital in improving the understanding of management 
accounting practices, particularly contemporary practices within the Jordanian financial sector in 
order to encourage practitioners to adopt contemporary practices of management accounting. In 
addition, the research informs practitioners of the main variables that influence the usage and 
sophistication level of management accounting practices and of those variables that need to be 
taken into account when planning the adoption or development of management accounting 
systems. Finally, the research's findings attempt to fill the gap between theory and practice in 
management accounting in Jordan.
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Chapter One__________________________Introduction to the Research 

1. Introduction to the Research 

1.1 Research background

The effect of a market economy , intensified competition , globalisation, scarce 

resources , change and complexity in the business environment , accelerating 

technological changes , the need to have objective information and the shape of the 

company performance and growing market pressures have raised companies' awareness 

of the need for more detailed cost information (Waweru and Uliana, 2005). In addition, 

these factors require a management accounting system to provide timely and accurate 

information to facilitate efforts to control costs, measure and improve productivity, and 

make pricing decisions (Johnson and Kaplan, 1987).

In other words, the above theme argued that the traditional management accounting 

practices are no longer adequate to face the new environment; therefore, there is a need 

to give more attention to contemporary practices to survive and confront the global 

competition (Johnson and Kaplan, 1987).

A management accounting system evolves through sequential stages. The first stage 

concerns cost determination and financial control, followed by the information for 

management planning and control stage, the reduction of resource waste in business 

processes, and the final stage is concerned with the creation of value through effective 

resource use, International Federation of Accountants (IFAC), (1998). Likewise an 

organisation's life cycle consists of several stages each requiring different types of 

information. Therefore, a management accounting system has to be able to provide each 

of these life cycle stages with appropriate information in order to make business 

decisions more rational and scientific (Moors and Yuen, 2001).
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There is a consensus that a critical analysis of management accounting practices started 

with criticism by (Kaplan, 1984) and (Johnson, 1987) which raised awareness of 

deficiencies of the management accounting practices of the day. Kaplan that:

"Virtually all of the [management accounting) practices employed by firms today and 
explicated in leading cost accounting textbooks had been developed by 1925 ... there has 
been little innovation in the design and implementation of cost accounting and 
management accounting control systems." (Kaplan, 1984, p. 390).

This criticism has greatly influenced the evolution of management accounting and 

global management accounting practices. Consequently, contemporary management 

accounting practices were generated, for example; Just In Time (JIT), Activity Based 

Costing (ABC), Activity Based Budgeting (ABB), target costs and customer 

profitability analysis, all of which provided an important competitive advantage for an 

organisation by helping it to create better decision making value and providing an 

integrating perspective to management strategy. Accordingly numerous studies have 

emphasised the need to pay attention to contemporary management accounting 

practices, for instance, (Ewert, Wagenhofer, 2006; Adelegan, 2000; Carmona, 2006; 

Abdel-Kader and Luther, 2006; Islam and Kantor, 2005), and to examine the benefit 

that is gained from adopting contemporary practices, (Hyvonen, 2005) and (Chenhall 

and Langfield-Smith, 1998). In addition, many studies were undertaken in order to trace 

the history development of management accounting, (Spraakman, 1999; Fleischman, 

Tyson, 2006; Okano, Suzuki, 2006; Nasi, Rohde 2006; Ahmad B. Abdel- Maksoud, 

2004); Strauss 1992; Spraakman, Margret, 2005).
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Many researchers indicated that the majority of studies gave attention to financial 

accounting over management accounting. This in-balance appears in the shortage of 

empirical studies in management accounting that leads to a lack of understanding of the 

management accounting system which can be seen closely connected to the financial 

accounting system (Fry et al, 1995).

As a result of the attention that has given to financial accounting over management 

accounting, a major part of accounting literature is devoted to financial issues, while a 

lesser part is devoted to management accounting issues in general and this phenomenon 

particularly exists in developing countries, such as Jordan (Sulaiman et al, 2004).

Other studies were carried out in order to investigate the influence of the external and 

internal factors on the extent to which management accounting practices were used, and 

the benefit of using these practices by using a variety of theories such as an institutional 

theory, (Hussain, Gunasekaran, 2002), and contingency theory, (Flacke, Segbers, 2005; 

Fry, et al. 1995; Burns, et al., 2004; Ashton, et al., 1995; Silvola, 2005; Haldma and 

Laats, 2002; Abdel-Kader, Luther, 2008), and others.

Furthermore, several studies were conducted in order to investigate the change in 

management accounting system within an organisation, (Ezzamel, 1994; Ezzamel, 

Lilley et al., 1997; Mathejka, Waegenaere, 1999; Naranjo-Gil, Hartmann, 2007; Perera, 

2004; Smith, Morris et al., 2005; Strauss, 1992; Vieira, Hoskin, 2005).

From the economic perception, international investors are faced with local financial and 

management accounting practices that may not conform to international standards, so 

there is a need to adopt new management accounting methods namely; the modern, 

standard, and updated practices which can be understood by foreign investors when 

they are dealing with the domestic business environment (Islam and Kantor, 2005).
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In addition, to achieve the modernization plan, to attracted investment and have a place 

on the global investment map, developing countries such as Jordan, need advanced 

technology and modern management accounting practices to provide adequate and 

relevant information to attract potential foreign direct investment (Islam and Kantor, 

2005).

There are a limited number of studies focusing on management accounting practices in 

developing countries, (Adelegan, 2000; Sulaiman et al, 2004; Ismail, 2007; Triest, 

Elshahat, 2007; Kattan, Pike et al., 2007; Billings, Capie, 2004). Therefore, it's 

worthwhile to investigate management accounting practices in Jordanian in order to fill 

this shortage of studies.

To sum up, researchers need to pay more attention to management accounting practices, 

which is a vital element providing firms with timely and accurate information. It is 

important to pursue the evolution and the changing market competition and all 

challenges by which firms are faced. Consequently, the current research attempts to 

remedy this shortage of studies in management accounting field and fill the gap in the 

management accounting literature in developing countries and particularly in Jordan as 

a developing country. It also aims to provide a view of the present role of management 

accounting, to identify the extent of usage of management accounting practices, to 

determine the sophistication level of management accounting practices, and finally to 

examine the contingent variables in order to find out their effect upon both the extent of 

usage and the sophistication level of management accounting practices in the Jordanian 

financial sector.
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1.2 Purpose of the research

The majority of developed countries have studied management accounting practices in 

order to aid their understanding of management accounting and demonstrating research 

in management accounting practices within those countries. For example, (Hopper, 

1999; Szychta, 2002; Lamminmaki , Drury, 2001; Hyvonen, 2005; Abdel-Kader , 

Luther, 2006; Wu , Drury, 2007).

The current research proposes to obtain a broad overview of the nature and scope of the 

management accounting practices in the Jordanian financial sector and to identify the 

stage it is at in the evolutionary process by employing the International Federation of 

Accountants (IFAC) model.

The research will investigate both the extent of usage and the sophistication level of 

management accounting practices based on a contingency approach. The selection of 

the contingent variables will be based on reviewing the relevant literature in order to 

select the appropriate variables, and those most convenient to the Jordanian business 

environment. Therefore, the research will examine six main contingent variables: 

organisation size; sophistication level of operations; professional competence; 

technology; organisation life cycle stages; and business type.

At present within Jordan there is a lack of knowledge and research into management 

accounting practices, (Hutaibat, 2005). Therefore, this is an area to be investigated.

More specifically, of the studies that have been conducted, there is lack of those that 

examine the management accounting practices within the financial sector as most of the 

studies investigate the management accounting practices within the industrial or 

manufacturing sector. Furthermore, many researchers indicate the need to examine
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management accounting within the financial and services sector, (Adelegan, 2000; 

Sulaiman, Ahmad et al., 2004; Wu, Drury, 2007; Davila, Wouters, 2006; Billings, 

Capie, 2004; Garg, Ghosh et al., 2003; Gutierrez, Larrinaga et al., 2005).

In addition, and based on the significant role which the Jordanian financial sector plays 

on the Jordanian economy, the current research will examine the Jordanian financial 

sector. The next section will provide in-depth information regarding the Jordanian 

financial sector.

The main aim at the end of this research is for it to be useful, and improve the 

understanding of management accounting and contemporary practices within the 

Jordanian financial sector, to encourage practitioners to adopt contemporary practices 

of management accounting and to provide a competitive advantage in the open market. 

In addition, the research is intended to inform the practitioners with the main variables 

that influence the usage and sophistication level of management accounting practices in 

organisations within the Jordanian financial sector in order to encourage use of those 

practices when planning to adopt or develop management accounting systems.
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Consequently, this research aims to achieve the following:

1. Obtain a broad overview of management accounting practices in the Jordanian 

financial sector in general, including the extent of usage of management 

accounting practices.

2. Examine the sophistication level of management accounting practices and at 

which phase, based on the IF AC model, the Jordanian financial sector is 

currently placed.

3. Investigate the effect of the contingent variables upon the extent of usage of 

management accounting practices in the Jordanian financial sector.

4. Investigate the effect of the contingent variables upon the sophistication level of 

management accounting practices in the Jordanian financial sector.

1.3 Jordanian financial sector background

It is worthwhile providing a brief background of the Jordanian economy in general and 

the financial sector in particular. Jordan is a small Arab country with insufficient 

supplies of water, oil, and other natural resources. Poverty, unemployment, and 

inflation are fundamental problems. Since 1999 Jordan adopted broad economic 

reforms in a long-term effort to improve living standards. Since Jordan's graduation 

from its most recent international monetary fund (IMF) program in 2002, Amman has 

continued to follow IMF guidelines, practicing careful monetary policy, and making 

substantial headway with privatization and opening the trade regime. Jordan's exports 

have significantly increased under the free trade accord with the US and Jordanian 

Qualifying Industrial Zones (QIZ), which allow Jordan to export goods duty- free to the 

US.
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From 2006 until 2008, Jordan used privatisation proceeds to significantly reduce its 

debt-to-GDP ratio. These measures have helped improve productivity and have made 

Jordan more attractive for foreign investment. The government ended subsidies for 

petroleum and other consumer goods in 2008 in an effort to control the budget. The 

main challenges facing Jordan are reducing dependence on foreign grants, reducing the 

growing budget deficit, attracting investments and creating jobs. Jordan is currently 

exploring nuclear power generation to forestall energy shortfalls. Jordan's conservative 

banking sector has been largely protected from the worldwide financial crisis but many 

businesses, particularly in the tourism and real estate sector, are predicting a slow-down 

in 2009 (Ministry of Industry and Trade, Jordan, 2009).

From another viewpoint, the Jordan Investment Board (JIB) highlights the factors that 

encourage domestic and foreign investors to invest in Jordan as follows; a unique and 

strategic location which is situated at the convergence of Europe, Asia and Africa, a 

stable political environment, a free market oriented economy, a package of incentives 

and exemptions to encourage investment, access to major international markets, free 

zones (tax free) and industrial estates, qualified and competitive human resources, 

world class infrastructure and communications, attractive investment climate, and 

finally a high quality of life (Jordan Investment Board, 2008).

The Jordanian financial sector is classified into four types of businesses; banks, 

insurance, real estate, and diversified financial services, (Ministry of Industry and 

Trade, Jordan, 2009).

According to the Central Intelligence Agency (2009) the service sector contributes 

86.3% to the national GDP, which this sector comprises the financial sector 

contribution.

8
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According to a recent survey conducted by the Heritage foundation (2009), Jordan's 

economic freedom score is 65.4, making its economy the 51st freest in the 2009 Index, 

which reveals a substantial increase in business freedom, moderate increases in trade 

freedom and government size, and a slight decline in freedom from corruption. Jordan 

is ranked 6th out of 17 countries in the Middle East/North Africa region in terms of 

economic freedom.

The same survey indicated that Jordan has relative strengths in terms of monetary 

stability, strong property rights, and low tax rates on individual and corporate income. 

Inflation is moderate, the government has succeeded in phasing out direct subsidies of 

many goods and finally Jordan's financial sector is making serious efforts to meet 

international standards. In addition, the survey indicated that Jordan's fairly well- 

developed financial sector is dominated by banking and the survey revealed that the 

insurance sector is small but open to foreign competition, (The Heritage Foundation, 

2009).

According to the Central Bank of Jordan, twenty three banks operate in Jordan at mid - 

2008, including two Islamic banks and eight branches of foreign banks. Those banks 

carry out their activity through 585 branches and 69 representative offices distributed 

within the Kingdom. The number of branches of Jordanian banks abroad has exceed 

131 branches at mid - 2008 (Central Bank of Jordan, 2009).

According to the Jordan Government Website 2009, Jordan has a large and successful 

banking and financial services sector. The sector has benefited heavily from Jordan's 

position, and shows great promise for further expansion and diversification.
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The Jordanian banking sector deals in buying, selling and maintaining accounts in 

foreign currency under the supervision of the Central Bank of Jordan. The Central Bank 

also allows the implementation of provisional Jordanian Dinar/foreign currency swap 

facilities in commercial banks. Other currency exchange offices also operate under the 

guidelines of the Central Bank.

A recent report by the IMF shows that banking supervision remains strong and banking 

sector risks appear manageable. Banks are well capitalized, non-performing loan ratios 

are low, and strict loan classification and provisioning rules require banks to maintain 

adequate loan-loss provisions. In addition, the report indicated that although the share 

of credit to the construction sector and to purchase stocks has increased in recent years, 

appropriate prudential regulations are in place to curb banks' exposure to the real estate 

sector and the stock market, (International Monetary Fund, 2008).

In terms of the insurance sector, the rapid growth in the economy in recent years and 

large inflow of foreign investment to Jordan has led to an increased demand for 

insurance. The continuing growth in the economy, sustained by levels of high liquidity 

and soaring oil prices, has helped to draw in international organisations to set up 

business in the Kingdom; bringing with them an international perspective on the 

importance of insurance. Consequently, the insurance sector in Jordan has gradually 

emerged to become an important component of the financial services sector. Despite 

this, however, it still only contributes around 2.4% to GDP (Khammash, 2007).

hi relation to the real estate sector, Jordan is considered one of the most stable countries 

in the Middle East. Jordan's core economic activities revolve around less energy 

intensive industries such as real estate and tourism, therefore, the Jordanian government 

has been expending numerous efforts in enhancing both sectors in recent years.

10
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The real estate and construction sector has been one of the most active sectors of the 

Jordanian economy lately. The construction sector contributed 4.4 % of the GDP on 

average over the period 2002-07. The construction sector has witnessed buoyant 

activity in recent years which has been unmatched in Jordan's construction history (El- 

Quqa, et al, 2008).

For more information regarding the Jordanian financial sector, see Chapter Four.

1.4 Significance of the research

Based on the above discussion, Jordan, as a developing country, needs studies in this 

field to achieve the main component of Jordan's Economic Reforms (Adelegan, 2000).

There is a limited knowledge of management accounting practices and change in 

developing countries (Waweru et al. 2005; Lin, Yu 2002; Ismail 2007).

Particularly, the added value of the study will be in Jordan as a field study by filling the 

gap of empirical studies in management accounting practices and to add value to the 

literature of management accounting in general by investigating the influence of the six 

contingent variables into both usage and sophisticated level management accounting 

practices in the Jordanian context.

11
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Consequently, the current research will achieve significant contribution by:

1. In Jordan there is a single research paper which investigated management accounting 

practices in the industrial sector (Hutaibat, 2005).This strongly supports a shortage in of 

accounting research in management accounting. This research will go a small way to 

fill that large gap.

2. This research would support and enhance the Jordanian economy to have a full view 

concerning the status of management accounting and will be useful to both academics 

and practitioners.

3. The study encompasses (38) practices, which covers most of the traditional and 

contemporary practices which give a full view of the development and the level of 

sophistication of management accounting practices.

4. The application of the International Federation of Accountants model (IFAC, 1998); 

which is a model of the development of management accounting, will be used to 

determine the location of the level of sophistication of current Jordan practices. 

Moreover, this model has been tested by two studies in management accounting to 

determine the level of sophistication of management accounting practices (Adelegan 

2000; Abdel-Kader and Luther, 2006).

5. Most of the studies in management accounting focus on organisational features as 

contingency factors, such as firm structure and strategy of the firm (McNally, Eng 

1980; Lord, Robertson, 2006; Haldma and Laats, 2002; Silvola, 2005; Waweru and 

Uliana, 2005; Alkizza and Akbar, 2005; Hendricks, Menor et al, 2004), while little 

interest has been paid to organisational life cycle issues. However, recently the interest 

in life-cycle issues has been growing and some management accounting studies from

12
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the life-cycle perspective have already been published (Silvola, 2005; Moores, Yuen, 

2001; Auzair, Langfield-Smith, 2005). Therefore, the current research will focus on the 

life cycle as a contingency factor in the adoption of management accounting practices 

alongside other vital contingent variables, namely organisation size, sophistication level 

of operations, professional competence, technology, and business type.

6. The majority of the studies in terms of management accounting practices have been 

carried out in manufacturing sectors (Adelegan, 2000; Sulaiman, Ahmad et al, 2004; 

Wu, Drury, 2007; Davila, Wouters, 2006). However, the financial sector and services 

firms in general have not received great attention from researchers and studies in terms 

of management accounting practices.

7. The financial sector has a significant influence on the Jordanian economy as reported 

in the Jordanian business environment chapter; therefore, such a study will be beneficial 

to this sector which in turn will be beneficial to the Jordan economy as whole.

8. The Jordanian financial sector comprises four main sub-sectors, namely; banking, 

insurance, diversified financial services, and real estate, and it is sensible to investigate 

the difference among these sub-sectors configuration in terms of management 

accounting.

9. The findings may shed light on the state of management accounting in other 

developing countries, and will provide a contribution to management accounting 

practice research in general.

13
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1.5 Research methodology

The research utilises a multi-method approach that is consistent with the research 

objectives that underlies the utilisation of both a questionnaire and an interview as the 

instruments of data collection in order to give confidence and validity to the findings. 

These two instruments have been utilised in many studies that are carried out in the 

management accounting field, for instance; Chenhall (2003), Chenhall and Langfield- 

Smith (1998), (Cinquini and Tenucci (2006), Hutaibat (2005), Clarke (1992), Haldma 

and Laats (2002), Moores and Yuen (2001), and Silvola (2005).

The questionnaire was utilised in order to identify the current status of management 

accounting practices in the Jordanian financial sector which will help to achieve the 

first two objectives; the extent of usage, and the sophistication level. In addition, to 

explore the main role of the management accounting system in the Jordanian financial 

sector, and to identify which type of management accounting information is need as 

well.

The questionnaire was further utilised in order to discover the characteristics of the 

Jordanian financial sector which might interpret the current status of management 

accounting practices in the Jordanian financial sector.

The second instrument of collection is the semi-structured interview, which was utilised 

in order to confirm, support, and explain the results that were gained from the 

questionnaire analysis and provide the researcher with new issues that merited 

investigating in-depth as well as being an indicator for future research.

14
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Moreover, the main purpose of conducting the semi-structured interview was to obtain 

further information in terms of the sophistication level of management accounting 

practices, the reasons for using, or not using, management accounting practices, the role 

of management accounting in the Jordanian financial sector, the factors that influence 

the sophistication level of management accounting practices, and any issues that were 

raised by the interviewees which might enhance the research objectives.

1.6 Structure of the thesis

This thesis contains eight chapters; the First chapter provides an introduction to the 

research purpose, objectives, significance of the research, a brief background of the 

Jordanian financial sector, and the research methodology, subsequently the remaining 

structure of the thesis will be as follows:

Chapter Two represents the literature review of management accounting as a discipline 

in terms of definition, the role of management accounting within firms, where the role 

of the management accountant is located across the organisational structure, and the 

change and evolution of management accounting from two dimensions; management 

accounting practices and the role of management accounting. Finally, to discuss and 

review the literature which has already been undertaken in terms of management 

accounting practices. This chapter indicates the need to conduct management 

accounting studies in developing countries, with Jordan as are of them, highlights the 

contemporary role of management accounting practices, the evolution of management 

accounting practices according to IF AC model which was used in the current research 

in order to find out the sophistication level of management accounting practices into the 

Jordanian financial sector. Therefore, the second chapter achieved the first two 

objectives.
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Chapter Three represents the literature review of contingency theory and its 

association to the management accounting field, and introduces the literature review 

concerning the contingent variables which will be examined in the current research 

including the justification for selecting each of them, the association between them, and 

the sophistication level of management accounting practices, and finally to formulate 

the research questions for each of the contingent variables. Accordingly, the third 

chapter aimed to cover the third and fourth objectives of the research objectives.

Chapter Four discusses the research methodology starting by reviewing the research 

design which included the research questions which follows the review of the literature, 

how to measure the research questions, how to measure the models which will be used 

in the research (IFAC model and corporate life cycle model) and the final element will 

be the hypotheses of the research. Secondly, the research methodology chapter 

discusses the main research instruments, including their advantages and disadvantages. 

Two main research methods were used in this research to collect data, namely, the 

questionnaire and semi-structured interview. The sample frame and the sample size of 

the research are discussed as well.

In addition, the chapter discusses the procedures of measuring and ascertaining the 

reliability and validity of research instruments, the questionnaire design and structure 

followed by the procedures of distribution of the questionnaire and response rate. 

Finally, the chapter has mentioned to the statistical analysis tests that will be used on 

the researches which are explained in depth in the next chapter.

Chapter Five provides information regarding the characteristics of the respondent 

companies in many terms, the general information concerning the respondent 

companies for example, age, net sale growth, and other features, technology aspects, the
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role of management accounting, the extent of the usage and the importance of 

management accounting practices, and finally the impact of a group of contingent 

factors upon the sophistication level of management accounting in the Jordanians 

financial sector context. These descriptive results, therefore, attempt to accomplish the 

first and the second objectives of the research.

Chapter Six aims to reveal the results of the semi-structured interviews which were 

carried out on a selected sample from the Jordanian financial sector which consisting of 

fourteen companies.

Chapter Seven discusses the association between each of these contingency variables 

as explanatory variables and the usage of management accounting practices, followed 

by the association between the whole contingency variables with the usage of 

management accounting practices in the Jordanian financial sector, where the 

contingency variables comprise six main categories; the organisation size, 

sophistication of operations, professional competence, technology, life cycle stages, and 

business type. This chapter consequently, aims to achieve the third and fourth 

objectives of the research objectives which attempt to examine the effect of contingency 

variables upon the extent of usage of management accounting practices and upon the 

sophistication level of management accounting practices in the Jordanian financial 

sector.

Chapter Eight aims to highlight the main findings of the research, draw conclusions, 

research contributions and implications, and indicate the research recommendations 

based on the findings and conclusions. Moreover, the chapter highlights the research 

limitations and the insight and direction for future research.
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2. Management Accounting Literature Review

2.1 Introduction

This chapter represents the literature review of management accounting as a discipline in 

terms of: defining the role of management accounting within firms; determining where the 

role of the management accountant is located across the organisational structure; and 

depicting the change and evolution of management accounting from two dimensions, 

namely; management accounting practices and the role of management accounting. Finally, 

to discuss and review the literature on management accounting practices.

2.2 Management accounting as a discipline

Management accounting became a more distinct field in the late 1950s; despite this no 

particular definition of management accounting has been established. The National 

Association of Cost Accounting (NACA) defines it as follows (Tyson, 1994, p. 155):

Management accounting represents the application of appropriate techniques and concepts in 
processing the historical and projected economic data of an entity to assist management 
establishing plans for reasonable economic objectives and in the making of rational decisions 
with a view toward achieving these objectives, it includes the methods and concepts necessary 
for effective planning, for choosing among alternative business actions, and for control 
through the valuation and interpretation of performance.

A contemporary definition of management accounting has been offered by the 

professional society, the Institute of Management Accounting (Atkinson, 2001, p.25), as:

A value adding continuous improvement process of planning, designing, measuring and 
operation of non financial and financial information systems that guides management action, 
motivates behaviour, and supports and creates the cultural values necessary to achieve an 
organisation's strategic, tactical, and operating objectives.

18



Chapter Two Management Accounting Literature Review

Similarly, Atkinson (2001) defined the features that distinguish management accounting 

from financial accounting as follows:

Table 2.1: The distinction between managerial and financial accounting

The Features

Audience

Purpose

Timeliness

Type of information

Nature of information

Scope

Managerial Accounting

Internal: stockholders, creditors, tax 

authorities.

Inform internal decision made by employees 

and managers; feedback and control on 

operating performance.

Current, future oriented

Financial plus operational and physical 

measurements on processes, technologies, 

suppliers, customers, and competitors.

More subjective and judgmental; valid, 

relevant, accurate.

Disaggregate, inform local decisions and 

actions.

Financial Accounting

External: workers, managers, executives.

Report on past performance to external 

parties; contracts with owners and lenders.

Delayed; historical

Financial measurements only.

Objective, auditable, reliable, consistent, 

precise.

Highly aggregate, report on entire 

organisation.

With regard to the location of management accountants in the corporate structure, it 

depends on the company. Management accountants used to work in accounting 

departments and report directly to the controller. Recently most management accountants 

are located throughout the company and work in a cross-functional team, and management 

accountants often take the leadership role within the team (Bamber, Braun et al., 2007).
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In terms of the functions that management accountants conduct, Gil, Hartmann et al. 

(2003), argued that the functions of management accountants have changed significantly to 

meet the demand of the new business environment:

1- Staff to line: accountants have been removed from being mere supporters for 

decision making to being active partners in the decision making process.

2- Improved communication skills: the accountants have to be able to communicate 

directly and clearly with their managers to pass on their findings and clarify them.

3- Willingness to benchmark: they have to be willing to learn and improve 

continuously to retain the benchmark of their companies.

4- Data to knowledge: technology replaces the traditional task of accountants such as 

the book keeping function; therefore the new task of accountants is to convert data 

into relevant information and knowledge that will contribute value.

5- Reactive to proactive: it is inappropriate to rely upon historical data and 

accountancy information tends to be mostly reactive for the new business 

environment. Hence, accountants have to play a proactive role
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Burns, Hopper et al. (2004), indicated that the future generation of management 

accountants needs to be aware of, and have a high level of education in, the following:

1- Computer/management information systems design.

2- General management functions such as: operations, marketing, human resource 

management, and distribution.

3- Strategy.

4- Systems implementation and change.

5- Basic research methods and methodologies' (theory) training from quantitative to 

qualitative forms of analysis in the relevant academic areas.

6- Broad social science training-especially in economics, human behaviour, 

management, psychology and politic.

2.3 The role of management accounting

A significant criticism of management accounting was raised by Johnson and Kaplan 

(1987) concerning the historical evaluation of the development of management accounting. 

They stated that by "1925 virtually all management accounting practices used today had 

been developed. And these practices had evolved to serve the informational and control 

needs of the managers of increasingly complex and diverse organisations. At that point the 

pace of innovation seemed to stop". This book has greatly influenced global management 

accounting practices and brought about its vigorous development for more than a decade 

(Johnson, Kaplan, p. 1991, p 67).
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Initially, the research will identify the main roles of management accounting that have been 

considered as providing information, both financial and non-financial, to managers and 

employees inside an organisation; furthermore management accounting information is 

tailored to the specific needs of each decision maker and is rarely distributed outside the 

organisation (Bamber, Braun et al. 2007).

In other words, the focus and scope of management accounting information depends upon 

the extent of organisational decision making needs. Atkinson (2007) determined three 

classes of organisation decision making; planning, organizing and controlling. 

Planning, refers to what organisations plan to do such as; prospective cost and revenues, 

information about competitors and customers and information about organisational 

capabilities. Organizing concerns how the organisations will carry out the plan, for 

instance; prospective performance data of various approaches to carrying out planning. 

Finally, controlling refers to comparing the actual action to what they have already been 

planning to do, such as production system cost, realized quality or the service level of 

various production systems.

Hence, the need for information to promote the organisation's success in achieving its 

objectives to support organisation strategies, increased the need for management 

accounting information and changed its role to meet the changing requirements for 

information (Atkinson, 2007).

In addition , Paige (1990), classified accounting information into three categories, namely: 

scorekeeping; attention direction; and problem solving and these in turn correspond with 

three areas of management decision making activity namely, operating; planning and
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control, and no routine decision making. The study found that there were deficiencies in the 

use of management accounting practices in the three areas of decision making.

Following critical debate concerning the loss of the relevance of management accounting to 

provide accurate and appropriate information to deal with the new type of information, and 

the demand for relevant information to help managers to carry out their responsibilities: 

planning, directing, controlling and making decisions, researchers devoted their attention to 

creating convenient and relevant practices based on innovations such as activity based 

costing and the balanced scorecard to deal with the new type of information for strategic 

level decisions and for adding value to the organisation (Zhang, Qian, 2005).

A study carried out by Forsaith, Tilt et al. (2001) indicated that management accountants 

perceived that their role was changing. The study suggested that more emphasis needed to 

be placed on developing personal skills rather than technical skills and there is a need for 

more emphasis on the 'management' than the 'accounting' by exploring how current 

management accountants view their present and future role.

Fry, Steele et al. (1995), started with the criticism that many management accounting 

systems are too closely connected to the financial accounting system, and they gave the 

example of the link between managerial and financial accounting being the standard cost 

accounting system. They investigated two assertions; inconsistency between many 

management accounting systems and a company's manufacturing strategy and 

environment, as well as the lack of understanding of the management accounting system 

and the behaviour it encourages. To do this they conducted a survey of 85 US 

manufacturing companies. The significance of this study was that the use of standard cost
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accounting systems by many companies is not consistent with plant characteristics such as 

production volume, product variety, and/or cost structure and is often not supportive of the 

manufacturing strategy. Therefore, the study recommended that the management 

accountant, for example, must take a role in the selection of, or change to, a proper 

accounting system. The accountant must become an educator of plant management 

regarding the proper use of alternative systems and understanding of the manufacturing 

process, product requirements and the manufacturing strategy of the company.

In the USA, a study revealed that the role of management accounting information in the 

United States is to provide the critical management information that determined gaols and 

actions in American companies. The study argued that most companies these days use 

accounting information to motivate actions that are intended to achieve a common 

accounting goal; usually return on investment. But this goal misleads managers into 

chasing false imperatives of competition emerge (McNair, Vangermeersch, 1996).

Furthermore, this debate regarding the loss of the relevance of management accounting 

encouraged the researchers to investigate the role of management accounting and the level 

of support that management accounting provides to organisations. According to Davila and 

Foster (2005), a management accounting system plays two main roles; reducing agency 

costs and facilitating decision making. Reducing agency costs refers to the separation of 

ownership and control. This aspect of management accounting information can play a 

significant role in monitoring performance. In terms of facilitating decision making, 

management accounting fulfils that by meeting the managers need for information to 

update their beliefs concerning the consequences of their decisions.
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Additionally, management accounting plays a positive role in supporting the 

implementation of corporate strategy. According to Gil, Hartmann et al. (2003) the study 

distinguished between two types of strategy, it considered the focus on cost reduction and 

flexibility, by using a survey which was distributed amongst 884 members of top 

management teams in 218 hospitals in Spain. The main finding of the study supported the 

role of management accounting in facilitating strategic change, and supported the 

theoretical argument that professional top management teams are better oriented to use 

flexible, adaptive and sophisticated systems to manage organisations.

Hussain and Gunasekaran (2002) asserted that traditional management accounting has 

certain limitations, and highlighted the need to examine the nature of cost management 

practices. Whilst indicating that the implications of non-financial success factors were 

emerging in highly competitive financial industries which received more emphasis in 

service organisations that achieve the benefits of performance measurement.

From the manager's perception, the main demands upon them are for information that is 

more timely, broad, flexible and in a better format, (Pierce, O'Dea 2003). Their study 

attempted to investigate the need of management accounting information from the 

manager's and management accountant's perception. The study found some examples of 

management accounting information that was used by managers more frequently than the 

management accountants believed. Moreover, the study indicated that the managers 

described the management accountants as a business partner. Interaction and location in the 

working environment, teamwork and understanding the business were all seen as important 

characteristics for an effective management accountant.
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Gupta and Gunasekaran (2005) discussed the change in enterprise environment; the 

evolution of performance and cost measures; and the challenges confronting managerial 

accounting researchers and practitioners in developing value-based costing and 

performance measurement systems. The authors used a conceptual discussion and 

approach. The study claimed that traditional performance and cost measures are no longer 

suitable for developing and managing enterprises in the so-called new environment and 

suggested that in order to remain relevant, and to add value, cost and performance 

measures must be designed and systematically evaluated to reduce the often-unnoticed 

mismatch between strategic goals and operational tactics. In addition, they pointed out that 

the roles of management accounting were changing.

Lexa, Mehta et al. (2005) indicated that managerial accounting utilises a variety of tools to 

make business decisions more rational and more scientific, and added that managers use 

service activity costing to develop better models of their cost structures and this, in turn, 

will allow more nuanced contract negotiation and evaluation of proposed changes.

The debate about the relevance of management accounting raised the question of a gap 

between management accounting education and practice. Fowler, Tan et al. (2002) 

investigated whether a gap existed between management accounting education and practice 

by evaluating the perceptions of academics and practitioners as to what is important in 

management accounting courses. They also focused on what academics and practitioners 

believed are important skills for graduates to possess, and the perceptions of the current 

strengths and weaknesses of recent graduates. They used a survey of academics and the 

practitioners and found that practitioners placed emphasis on traditional techniques over
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contemporary techniques when selecting management accounting techniques to be used in 

their organisations. The results indicated that academics cannot ignore the teaching of 

traditional management accounting techniques. However, the development of new 

techniques and their teaching is still important. Additionally, the study pointed out that the 

non-adoption of management accounting techniques by practitioners does not necessarily 

indicate that the techniques are irrelevant and inoperable.

In terms of the contemporary role of management accounting systems, a German study, 

based on 30 interviews with top and middle managers, revealed that management 

accounting systems provide an information context that is required for strategic sense- 

making. In other words, the study claimed that management accounting systems play a 

major role in terms of strategic planning and decision making in the new business 

environment (Heidmann, Schaffer et al., 2008).

From another perspective Jazayeri and Cuthbert (2004) attempted to investigate what 

managers consider to be important business topics, and compared these with the topics that 

have been studied by academic researchers. The evidence in this study found that most 

management accounting research has still not addressed the priorities that organisations 

face today. The most important priorities for managers were; staff related issues, start-up 

companies, change management, value and supply chain, new product development, 

legislation related issues, and globalisation. The study suggested that it is time to put 

management back into management accounting and make changes in emphasis from cost 

accounting to cost management and from separate attention to costs, profits or asset returns 

to their simultaneous management.
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Robert Scapens, reviewed the changes that have taken place in management accounting 

and traced his personal journey in this field as a researcher. He argued that to make sense 

of diversity in practice, there has to be understanding of the complex mish-mash of inter 

related influences that shape practices in individual organisations. He suggested that 

researchers look to understand what practitioners do and how practices evolve. The 

challenge for the future is to use this theoretically informed understanding to provide 

insights that are relevant and useful for practitioners, and to increase the impact of 

management accounting research on practice (Scapens, 2006).

In Spain, a study revealed that management accounting information plays a significant role 

in terms of the continuous improvement process and the important role of certain control 

system elements for evaluating the implementation of an organisation's strategy (Lobo, 

Escobar et al, 2008).

Finally, a study by Ramos (2004) examined the interaction between management 

accounting and the supply chain and indicated that management accounting information is 

a primary informational source for decision making and control. It added that effective 

management accounting practices can create considerable value for the inter-organisational 

supply chain through: providing timely and accurate information about the activities 

required for their success; providing information about the efficiency and quality of tasks 

performed; and the performance of managers and operating units.
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2.4 Management accounting system change

Given the changes that have occurred in the business environment, many studies have 

attempted to examine the consequent significant changes in management accounting 

(Hopper, 1999). These studies highlight the factors that have caused those changes and the 

nature of the changes. Initially, it was claimed that demands had increased for management 

accounting systems to take a proactive role in the selection of, or change to, a proper 

accounting system (Fry, Steele et al., 1995).

Fry, Steele et al. (1995) found that the use of standard cost accounting systems by many 

companies is not consistent with plant characteristics such as production volume, product 

variety, and/or cost structure and is often not supportive of the manufacturing strategies 

that demand management accounting to take a proactive role.

A survey carried out by Garg, Ghosh et al. (2004) argued that the management 

accountants' role has changed and that they are increasingly perceived as business partners 

who focus on key strategic issues well beyond the boundaries of traditional finance.

Tyson (1994) argued that advancements in manufacturing and information technologies 

have raised the necessity for management accounting techniques to change accordingly, the 

global marketplace demands much greater access to accurate and strategic information in 

order to compete effectively and the change in information technology has affected the 

development of management accounting systems.
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Accordingly, several researches have been carried out in order to investigate if 

management accounting systems have changed, to identify the nature of change in 

management accounting, and the main factors that influence the changes in management 

accounting systems.

Scapens (2000) investigated the changing nature of management accounting in UK 

companies, motivated by claims that management accounting had lost its relevance in 

informing manager's decisions. The study investigated whether management accounting 

has been too slow to change despite the rapidly changing technological and organisational 

environment in recent years. Scapens identified the change in the nature of management 

accounting as being in database systems, strategic focus, forecasts, and commercial 

orientation. The study found that management accounting is changing that to extend the 

role of management accountants within process teams, accountants need to understand the 

complexities of the business and to have the capability of interacting with people in all 

parts of the organisation.

The same conclusion was reached by Waweru, Hoque et al. (2004), in a study to 

investigate predictors of management accounting change in South Africa. That study 

explored the processes of management accounting change in five South African retail 

companies by using contingency theory to explain the predictors of management 

accounting change. Five variables were examined as predictors: competition, 

decentralisation, technology, size, and capacity to learn. The study found that there is 

limited knowledge of management accounting practices and change in developing 

countries. There is a high correlation between management accounting change and
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decentralisation, size and organisational capacity to learn, but there is no significant 

relationship between the intensity of competition and management accounting change.

Another study by Sulaiman and Mitchell (2005) concluded that contemporary management 

accounting systems are not static in nature and if change was to significantly enhance 

management accounting value it should be characterised by a relatively high frequency and 

positive importance and success rating.

Yazdifar and Tsamenyi (2005) attempted to investigate management accounting change 

between dependent and independent organisations. They used a postal survey questionnaire 

which was distributed to 279 professionally qualified management accountants. There 

findings indicated that while some significant differences exist between the views of the 

two groups, these management accountants agree on several of the management accounting 

practices and the roles of the management accountant investigated. It was recognised that 

other institutional forces were also likely to be at play in shaping the perceptions of the 

management accountants.

Management accounting change, but in association with organisational performance , was 

investigated in a study by Alkizza and Akbar (2005) that examined the change in 

management accounting practices used in Libyan firms in relation to the change in the 

market system. The sample was based on 79 Libyan companies from different sectors. It 

was found that the range of management accounting practices have significantly increased 

since 1997. Furthermore, a significant relationship was found between the effect of change 

origins and the change in many management accounting practices related to different 

managerial functions. The findings further showed that there was a significant positive
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association between management accounting change and organisational performance. The 

study provided evidence to suggest that there was a strong association between the business 

environment and management accounting practices used in Libyan companies. The study 

highlighted the point that better management accounting practices generated better 

financial performance.

Other factors that were found to affect the change in management accounting systems and 

the adoption of advanced management accounting practices were a competitive 

environment, strategy and advanced manufacturing technology, and these provided 

evidence concerning the changes in management accounting and their effect upon the 

improvement of organisational performance. Baines and Langfield-Smith (2003) examined 

the association between the changing competitive environment and a range of 

organisational variables as antecedents to management accounting change. The results 

indicated that an increasingly competitive environment has resulted in an increased focus 

on differentiation strategies. Therefore, competitive environment changing has influenced 

changes in organisational design, advanced manufacturing technology and advanced 

management accounting practices.

In a similar context, a study carried out by Gupta and Gunasekaran (2005) found that the 

business environment has changed and as result the role of management accounting has 

changed. In other words, management accounting systems in order to remain relevant and 

to add value require that cost and performance measures must be designed and 

systematically evaluated to reduce the often-unnoticed mismatch between strategic goals 

and operational tactics.
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2.5 Evolution of management accounting

Given the changes discerned in the role practices of management accounting, in 1998 the 

International Federation of Accountants (IFAC) issued a statement summarising its 

perception of the scope and purpose of management accounting and the concepts that 

underpin it.

The statement was revised and released in 1998 as Management Accounting Concepts- 

Number 1 in a series of International Management Accounting Practice Statements. The 

statement described the field of organisational activity known as management accounting 

as an activity that is interwoven in the management processes of all organisations. The 

purposes, tasks and parameters of management accounting were described, and elaborated 

in terms of a conceptual framework that identified the development of management 

accounting through four sequential, recognisable stages (IFAC, 1998).

Despite the fact that the IF AC (1998) framework focused on concepts rather than practices, 

there was some lack of clarity about this framework. Nevertheless, the framework provided 

an interesting view of history and a useful set of parameters (Abdel-Kader, Luther, 2006).

The four stages of management accounting evolution were not mutually exclusive; each 

successive stage includes the concepts of the previous stage, and incorporates additional 

ones that arose out of a new set of conditions. Each of these stages followed the framework 

model shown in Figure 2.1 below.
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Figure: 2.1 Management accounting evolution according to IFAC statement (1998)
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Stage 1: Cost determination and financial control (pre 1950)

"Prior to 1950, the focus was on cost determination and financial control, through the use of 
budgeting and cost accounting technologies" (IFAC 1998, P.84).

IFAC describes management accounting before 1950 as a practical activity necessary for 

the pursuit of organisational objectives. This stage was described as a general orientation 

towards the determination of product cost, when production technology was relatively 

simple, labour and material costs were easily located. Hence, direct labour provided a 

natural basis for locating overheads to individual products. The main two management 

accounting practices that prevalent in this stage are budgeting and costing practices (Abdel- 

Kader, Luther, 2006).
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Stage 2: Information for management planning and control (by 1965)

"The focus had shifted to the provision of information for management planning and control, 
through the use of such technologies as decision analysis and responsibility accounting", 
(IFAC 1998, P.85).

In the 1950s and 1960s the focus of management accounting shifted to the provision of 

information for planning and control purposes. The character of management in this stage 

was shaped by manufacturing and internal administration rather than strategic and 

environmental considerations. Therefore, management accounting practices in this stage 

were seen by IFAC as a management activity with more emphasis on involving the staff 

(management) support to line management through the use of decision analysis practices 

and responsibility accounting. Moreover, management accounting concentrated on 

reaction; identifying problems and actions only when deviations from the business plan 

took place (Abdel-Kader, Luther, 2006).

Stage 3: Reduction of resource waste in business processes (by 1985)

"Attention was focused on the reduction of waste in resources used in business processes, 
through the use of process analysis and cost management technologies" (IFAC 1998, P.85).

This period evidenced enormous fundamental changes in terms of increased global 

competition accompanied by rapid technological development, that affected many aspects 

of the industrial sector, and the development in information technologies. These factors had 

a remarkable effect on reducing the costs and changed the nature and amount of data that 

could be accessed by managers. As a result, the design, maintenance and interpretation of 

information systems became of considerable importance in effective management.
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The challenge for management accountants, as the primary providers of this information, is 

to ensure, through the use of process analysis and cost management technologies, that 

appropriate information is available to support managers and employees at all levels 

(Abdel-Kader, Luther, 2006).

Stage 4: Creation of value through effective resources use (by 1995)

"Attention had shifted to the generation or creation of value through the effective use of 
resources, through the use of technologies which examine the drivers of customer value, 
shareholder value, and organisational innovation" (IFAC 1998, P.85).

hi the 1990s world-wide industry continued to face considerable uncertainty and 

unprecedented advances in manufacturing, and information-processing technologies 

increased global competition (Ashton et al., 1995). Therefore, the focus of management 

accounting shifted to the generation or creation of value through the effective use of 

resources. At was to be achieved through the use of technologies that examined the drivers 

of customer value, shareholder value, and organisational innovation (Abdel-Kader, Luther, 

2006).

Subsequently, studies have been conducted to apply the IFAC framework in order to 

measure the evolution of management accounting practices in the studies' countries. Before 

discussing these studies it is worthwhile pointing out the meaning of sophistication of 

management accounting practices. According to Abdel-Kader and Luther (2006) this 

means the capability of management accounting to provide a broad spectrum of 

information relevant for planning, controlling and decision making, with the aim of 

creating or enhancing value.
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Accordingly, Zhang and Qian (2005) discussed three issues, raised in the book "The 

Relevance Lost" (Johnson & Kaplan, 1987), concerning the historical evolution of the 

development of management accounting. The first issue was that when the management 

accounting system was formed; the second was how to evaluate its development in 

subsequent decades; the third was how to evaluate the development of practice and 

research of management accounting in almost twenty years since "The Relevance Lost" 

was published. They found that the role of "The Relevance Lost" in practice and theoretical 

research of management accounting was widely recognised, although they disagreed with it 

in the specific area of the history of management accounting. Moreover, along with the 

progress in practice and research, researchers and practitioners have to deepen their 

understanding about the theoretical foundation and practical development of management 

accounting. The study is consistent with the IF AC evolution of management accounting 

practices by tracking the development of the management accounting system.

Anderson and Lanen (1999) attempted to explore the evolution of a broad range of 

management accounting practices in 14 firms using a contingency theory framework that 

appeared to be associated with the economic reforms that took place in 1991. The study 

considered two contingencies that have been related to management accounting practices, 

namely, competitive strategies and international orientation. The study found evidence of 

change associated with shifts in the external environment.

Adelegan (2000) applied the IF AC model in order to investigate and understand the present 

and future role of management accounting in Nigerian corporate firms by using a survey 

encompassing 55 companies. The study found that management accounting was still
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evolving and will continue to do so in the future; it also found that management accounting 

practices in Nigeria fully passed the second phase for most companies and had evolved into 

the third and fourth phase for a few companies, regarding to the management accounting 

evolution of the IF AC.

Chow, Duh et al. (2006) implemented the IF AC model in China and found that almost of 

the study sample were located in the third stage according to the IF AC model though there 

were some in the fourth stage. And the study attributed these developments to the advent 

of privatisation, and the introduction of information technology.

In Brazil, Frezatti (2007) utilised the IF AC model for the same purpose and indicated that 

the value added management stage is the significance stage, and that this was due to the use 

of the balanced scorecard practice.

A significant study was conducted by Abdel-Kader and Luther (2006), hi applying the 

IF AC framework in order to investigate and report upon the level of sophistication of 

management accounting practices in the British food and drinks industry by using a 

questionnaire and interview. The case study involved 658 companies. The survey found 

that direct costing was widely practiced and important, in contrast to activity based costing 

practice and full absorption costing, despite the limitations of conventional budgets, they 

remain a central management accounting pillar. In summary, the study revealed that 

traditional management accounting is alive and well, but there were indicators of increased 

implementation of modern practices such as information concerning the cost of quality and 

non-financial measures relating to the employees.
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2.6 Management accounting practices studies

The debate in terms of management accounting has lost relevance to provide both 

managers and other information users with useful information; a lot of research has been 

done in respect of the role of management accounting and the changing of management 

accounting systems as discussed earlier. In the 1990s another dimension was added to the 

study of management accounting by focusing upon the scope of application of management 

accounting practices, the benefits of adoption, and the differences between countries in the 

adoption of management accounting practices (Shields, Chow et al., 1991; Kowalak, 2007; 

Clarke, 1997; Chan, Chan et al., 1997; Marelli, Miolo et al., 2002; Christopher, 2004; 

Clarke, Hill et al., 1996).

Initially, Chenhall and Langfield-Smith (1998b) indicated that management accounting has 

developed new practices to provide relevant information to management techniques such as 

ABC and other practices.

Later, Mia and Ahmad (2005) reviewed the significant role of management accounting 

practices at the beginning of the 21 st century in terms of: supporting managers at a strategic 

level, change management, managing coordination, managerial development, achieving 

competitive advantage and corporate social responsibility. Their work indicated the 

necessity for management accounting practices to respond to modern challenges and 

improvements.

39



Chapter Two______________________Management Accounting Literature Review

Scapens (2006) claimed that researchers have to understand what practitioners do and how 

practices evolve, and considered that the challenge for the future is to employ this 

theoretically informed understanding to provide insights that are relevant and useful to 

practitioners, and for management accounting research to have more impact upon practice.

Many studies have investigated the current and future application of management 

accounting practices. Most are based on the survey method and interview (Drury, Pettifer, 

1993). Much of the research has been conducted in Western countries, starting with a 

survey carried out to investigate and indentify the gap between the theory and practice from 

CIMA student perceptions. The study consisted of 30 management accounting practices 

and the respondents were asked to score the importance of the practices and the usage of 

them. The study revealed that there was certainly a gap between the theory and practice and 

it suggested reasons as to why the gap was easy to apply to some practices, whereas the 

unused practices were usually due to the complexity in applying them (Dugdale, 1994).

The above conclusion is consistent with Clarke's (1992) findings in a study that indicated 

that there exists a gap between what is traditionally taught as management accounting 

topics and what is used in practice.

Another longitudinal study was undertaken a survey of 650 companies in all types of 

industries in Singapore to find out the state-of-the-art of management accounting in a 

Singaporean context. The study found that improvements had been made in management 

accounting techniques and that more companies were employing the various accounting 

techniques (such as cash budgeting) to help them to manage business affairs more 

efficiently. New techniques such as activity based costing were also slowly being accepted
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and used by the local companies. In addition Singapore's own companies continue to lag 

behind multinational companies (Ghosh, Chan 1997).

A study by Forsaith, Tilt et al. (2001) explored how current management accountants view 

their present, and future usage of techniques, by using a mail questionnaire that was 

distributed to (161) members of the South Australian professional accounting bodies (CPA 

Australia). The study found that much emphasis has been placed on strategy and decision 

making roles rather than the more traditional areas of costing and financial analysis. One 

traditional area to remain high on the list of important areas for management accounting is 

budgeting. Many of the various contemporary techniques that have been developed were 

not seen as useful with the expecting of performance indicators, one of the few techniques 

respondents felt might be useful.

France (2005), in his study suggested an alternative approach to the conduct of a 

management accounting survey by using an internet survey. That approach concluded that 

36 practices of management accounting were found to be used by management accountants 

who participated in the survey. The study further suggested that the approach could be 

applied again to investigate whether the changes in practices emphasised in management 

accountant roles are long-term changes.

In Poland a study presented the scope of the application of management accounting 

concepts and methods in 60 Polish enterprises covered by a questionnaire and interview. 

The major findings of the study showed that the development of management accounting in 

business entities was still obstructed by numerous barriers, mainly; behavioural, financial 

and technological barriers. They found that the aim of accounting in the company was
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primarily to provide information appropriate to the preparation of financial statements, and 

the majority of companies used the traditional full costing system based on actual costs in 

large enterprises that are commercial companies (Szychta, 2002).

Lin and Yu (2002) argued that the application of management accounting in the less 

developed countries remains unsatisfactory, and through examining the application of 

management accounting in China found that management accounting can play a positive 

role in China's business management, where Chinese companies have significantly 

improved their productivity and profitability by implementing cost control.

In a developing country, Egypt, a study carried out by Ismail (2007) examined the 

performance measure practices within private sector companies. The study concluded that 

the balanced scorecard has wide-spread use in Egyptian companies as did the use of 

financial measures. Furthermore, the study pointed out that the most significant obstacle 

inhibiting the adoption of the balanced scorecard is inadequacy of implemented 

information systems and added that management's attitude towards non-financial 

indicators and lack of information may be considered a major obstacle to the adoption of a 

sophisticated system of performance evaluation.

Adelegan (2000) used a questionnaire survey in order to understand the present and future 

role of management accounting in 55 Nigerian companies. The significant finding of the 

survey was that management accounting was still evolving and would continue to do so in 

the future. The study showed that management accounting practices in Nigeria fully passed 

the second phase for most companies and had involved into the third and fourth phase for a
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few companies; as defined by the management accounting evolution designed by the 

IFAC).

A similar wide scope survey based on a questionnaire covering 25 companies was carried 

out in the Caribbean by Forde, Burnett et al. (2005) that investigated management 

accounting in order to understand and analyze both the education and the practice of 

management accounting. The study revealed that traditional management accounting 

methods were in use. A significant majority of the respondents did not have a clearly 

defined function called management accounting.

Similarly a study by Cadez (2006) to examine the adoption of strategic management 

accounting practices hi 193 large Slovenian companies, revealed that capital budgeting and 

competitor focused practices were the most wildly used while customer focused practices 

were the least widely used.

Abdel-Kader and Luther (2006) conducted a survey that has the same concern of 

investigating management accounting practices but in the British drink and food industries. 

The survey found that direct costing was widely practiced and important, in contrast with 

ABC and full absorption costing, despite the limitations of conventional budgets, they 

remain a central management accounting pillar, the study claimed that the traditional 

management accounting was alive and well but there was indications of a likely increased 

use of modern practices. Furthermore the study pointed out that there exist gap between 

current textbook and actual practices.
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Another study by Garg, Ghosh et al. (2004) asserted that traditional management 

accounting practices are still widely based on a survey contained 2000 respondents from 

Institute of Management. Moreover, the study found that cost management is a key input to 

strategic decision makers.

A recent survey has been carried out in 40 Egyptian private firms by using a questionnaire 

and interviews in order to investigate the current state and the use of costing information in 

terms of three aspects specifically, accuracy, satisfaction and development plans (Triest, 

Elshahat, 2007). The survey noted the lack of research on management accounting 

practices in non-western countries and asserted that, therefore, the state of management 

accounting in these countries was limited. Additionally, the study revealed that the use and 

sophistication of costing information in Egypt is limited and that no advanced management 

accounting practices seem to be applied and the main purpose of the costing system was for 

pricing decisions rather than performance measurement, process improvement or cost 

reduction. The study considered that the shortage of usage of costing information due to the 

misunderstanding of western management accounting concepts (terminology) and that their 

cultures differ in such issues as motivation, resistance to change, attitudes to appraisal, the 

use of delegation, risk taking behaviour and expected career structure.

Other directions have been taken by other researchers that emphasised the main elements 

affecting the status of management accounting practices and decisions concerning the 

adoption of contemporary practices based on various theories, e.g.; contingency theory, 

Rezaee, Szendi et al. (1995) investigated the trends of management accounting concerning 

the adoption of new management accounting techniques and practices by Asian Pacific

44



Chapter Two_______________________Management Accounting Literature Review

manufacturing firms by using a questionnaire distributed to 550 manufacturing firms in the 

major developing and developed economies of the Asian Pacific region. The study found 

that there was some adoption of the changes advocated in the new management accounting. 

Managerial accounting techniques and practices have changed in response to the challenges 

of global competition, international markets, and technological advances that led to the 

adoption of innovative techniques and practices and indicated the significance of 

management accounting education to lead the change from traditional to new management 

accounting practices and mentioned the few empirical studies that provide insights into 

management accounting education or practices in Asian countries.

Cinquini and Tenucci (2006) in a study conducted in Italy pointed out that size, and 

competitive strategy as contingency variables influence the adoption of strategic 

management accounting practices.

In 2002 an important study was conducted by Haldma and Laats (2002) into management 

accounting practices in Eastern manufacturing companies, exploring the impact of 

contingency theory framework by using a postal questionnaire survey carried out among 

the largest Estonian manufacturing companies. It included 62 companies, and the survey 

revealed some evidence that changes in cost and management accounting practices were 

associated with shifts in the business and accounting environment as external contingencies 

and with technology and organisational aspects as internal contingencies .Most of the 

companies used financial accounting statement formats as a source for internal reporting. 

Finally, performance measurement was based on different functions and product groups 

and to a lesser extent on client groups and sales regions.
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Similarly, Sulaiman, Ahmad et al. (2004) examined the extent to which traditional and 

contemporary management accounting tools were being used in four Asian countries 

(Singapore, Malaysia, China, and India). Evidence revealed by the study indicated that the 

use of contemporary management accounting tools is lacking and the use of traditional 

management accounting techniques remains strong. It mentioned some of the factors that 

influenced the lack of adoption of the new techniques, such as; avoiding risks and tending 

to be relatively conservative, the high cost of implementing the new techniques, the lack of 

awareness of new techniques, and the lack of expertise. Finally, it suggested that because 

of the shortcoming of exploratory studies, there is a need for studies in Asian countries to 

be grounded in theory and that future studies should attempt to examine specific factors as 

to why the Asian countries are not adopting newly developed management accounting tools 

and the obstacles that stand in the way of their implementation.

Hubert (2000) indicated that the success of implementing cost accounting is dependant on 

such factors as: excellent analytical skills; outstanding communication skills; and finally, a 

good understanding of activities and the processes used to accomplish those activities, in a 

study that aimed to identify and evaluate the best practices and skills for developing and 

implementing managerial cost accounting.

In the UK, Abdel-Kader and Luther (2008) examined the impact of three catagories of 

contingent variables namely, external characteristics (perceived environmental uncertainty, 

customers' power), organisational characteristics (competitive strategy, structure 

(decentralisation), and size), and finally processing characteristics (complexity of process 

system, advanced manufacturing technology, total quality management, just in time ,
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product perishability), upon the sophisticated level of management accounting by applying 

multiple contingency theories as explanatory tools. The study discovered that differences in 

management accounting sophistication are significantly explained by environmental 

uncertainty, customer power, decentralisation, size, advanced manufacturing technology, 

total quality management, and just in time practice.

In Malaysia, a study by Isa and Foong (2005) reported that the advanced manufacturing 

technologies have significant impact upon the adoption of costing systems and lead to the 

adoption of more sophisticated practices such as ABC.

Intensity of the competitive environment, size, extent of the use of JIT/lean production 

techniques and the type of business sector are positively associated with levels of cost 

system sophistication according to the results of a study conducted by Al-Omiri and Drury 

(2007) that attempted to examine the effect of contextual factors that influence the choice 

of product costing systems in UK organisations from different sectors by using a postal 

questionnaire.

Manival (2001) argued in his study that the lag of using management accounting practices 

is due to: the constraint by the government appointed special officers because it ran such 

type of business, the lack of training of manpower, and lack of interest on the part of the 

management.

From Tayles, Pike et al.'s (2007) perspective, the main factor that influences management 

accounting practices is intellectual capital which includes knowledge, experience, 

professional skill, and good relationships.
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A conclusion drawn by Gupta and Gunasekaran (2005) indicated that the Internet and e- 

commerce have changed the way companies conduct their businesses, these changes 

motivate management accounting researchers to develop their costing and performance 

measurement systems.

The national culture and values exhibited for centuries by Chinese business influence the 

concerted efforts for information dissemination and developing management accounting. 

Islam and Kantor (2005) attempted to examine the development of management accounting 

practices from the perspective of transitional economies and the challenges that face the 

transitional economy and the factors that need to be addressed in implementing new 

techniques. The study indicated that the pace of development of Chinese management 

accounting practices might currently be slow due to the misunderstanding of Western 

management accounting tools also because of insufficient training facilities and education 

are available.

Chia and Koh (2007) concluded that management needs to be aware of the potential 

importance of the discussion dimensions of organisational culture that could cause 

competing values to interact and influence the success and level of adoption of innovation 

practices in organisations in both the public and private sectors.

A significant association was found between the effect of change in the business 

environment and the change in many management accounting practices related to different 

managerial functions in a study by Alkizza and Akbar (2005) in 79 Libyan companies to 

examine the changes in management accounting practices used in Libyan firms in relation
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to the change in the market system. This further showed that there is a significant positive 

association between management accounting change and organisational performance.

Anand, Sahay et al. (2004) examined activity-based cost management practices in the 

Indian industry by using a questionnaire method. The study claimed that the service sector 

had not been found significantly different from that in the manufacturing sector in terms of 

the adoption of activity-based cost management practices.

Wu and Drury (2007) identified the main environmental factors that may cause the 

difference in adoption of management accounting practices in Chinese state owned 

enterprises (SOEs) and foreign joint ventures (JVs) as being; external authorities; the 

government; superior authorities and foreign; advanced production and management 

techniques; long-standing traditional practices; and the different quality of accounting 

personnel and management teams. Moreover, the study indicated the significant difference 

in the adoption levels of management accounting practices according to the ownership type 

of the enterprise of SOEs and JVs.

From another perspective Yazdifar and Tsamenyi (2005) investigated management 

accounting change between dependent and independent organisations by using a postal 

survey questionnaire. They indicated that while some significant differences exist between 

the views of the two groups, the management accountants agreed on several of the 

management accounting practices and the roles of the management accountant 

investigated. It was recognised that other institutional forces are likely to be at play in 

shaping the perceptions of the management accountants.
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Silvola (2005) investigated management accounting practices of Finnish firms from the 

contingency perspective. The study focused on the organisational life cycle, venture capital 

investors and the education of the CEO (Chief Executive Officer). Data was gathered from 

500 Finnish firms. The survey indicated that growth firms dominate other stages when 

adapting new management accounting practices and those practices become more common 

when the firms move along the life cycle. In particular, the need for management 

accounting practices is emphasised in growth firms that have venture capital investors. In 

addition, the results indicated that the education of the CEO is an important factor in 

driving the adaptation of new management accounting practices.

Other types of studies have been carried out in management accounting but are different in 

terms of investigating the international diffusion of management accounting practices 

between countries and the extent of the diffusion of management accounting practices 

(Blake, Amat et al. 2000).

Evidence from a study conducted by Granlund and Lukka (1998) argued that there was a 

tendency for management accounting systems at the macro level to converge, and 

mentioned that the main drivers to this convergence came from two perspectives: economic 

and institutional. Convergence emerged when the forces in its fauve come to dominate 

those of divergence. Furthermore, the study argued that firms did not intend to gain unique 

competitive advantage through their management accounting systems: instead they 

intended to use them to improve their operational effectiveness.
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Joshi (2001), in the study that examined the management accounting practices in a sample 

of 60 large and medium sized manufacturing companies by using the questionnaire to 

gather the data, in terms of adoption, benefits, and the future emphasis of application and 

compared the results with an Australian study. The main finding of the study was that 

Indian companies rely heavily on traditional management accounting practices. High 

benefits were derived from traditional practices compared with the newly developed 

practices. The study supported the view that size has a major influence in determining the 

adoption of newly developed practices and the other reason for low adoption are the 

conservative attitude of Indian management and long term orientation. The study revealed 

that there are certain striking similarities between Indian and Australian companies' 

practices, particularly with respect to reliance on budgetary and control- related traditional 

management accounting techniques. The study suggested there is a need to find a way to 

reduce the lag in diffusion to countries.

Some authors attempted to compare the use and the perceived benefit of management 

accounting practices between countries. Wijewardena and De Zoysa (1998) investigated 

the comparison between management accounting practices in Australia and Japan. The 

study comprised 1000 of the largest manufacturing companies in each country. The most 

striking difference revealed by the survey was that while management accounting practices 

of the Australian companies place an emphasis on cost control tools such as budgeting at 

the manufacturing stage, those of the Japanese companies devoted much greater attention 

to cost planning and cost reduction tools based on target costing at the product planning 

and design stage. ABC appears to be more popular among Australian companies while it 

was rarely used in Japanese companies. The study suggested that further research is needed
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to examine which management accounting practices in these countries have changed in the 

recent past and in which direction they are moving at the present time.

Another comparative study undertaken by Lamminmaki and Drury (2001) investigated the 

comparison of New Zealand and British product-costing practices by mailing a survey to 

the two countries manufacturing firms investigating the incidence and perceived merit of 

strategic management accounting. The study indicated that there are a few systematic 

differences in the product-costing practices of the two countries as New Zealand companies 

were found to have less sophisticated product-costing practices than British companies. In 

addition, the study asserted the existing gap between the theory and practice of 

management accounting.

Guilding, Cravens et al. (2000) studied large companies in New Zealand, the United 

Kingdom and the United States and concluded that competitor accounting and strategic 

pricing were the most was negligible use of the term strategic management accounting 

widely-used techniques that there in organisations, and practising accountants have limited 

appreciation of what the term means.

Some of the researchers have gone further by investigating the benefits of the adoption of 

management accounting practices. For instance a study conducted by Chenhall and 

Langfield-Smith (1998a) identified the extent to which Australian manufacturing firms 

have adopted certain traditional and recently developed management accounting practices; 

the benefits received from those practices, and the intention to emphasise certain 

management accounting practices in the future. The authors used a survey that was 

administered to 140 manufacturing firms of Australia's largest companies. The main
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findings of the study were: the rates of adoption of traditional management accounting 

practices were higher than recently developed techniques; newer techniques were more 

widely adopted than found in prior surveys; the benefits obtained from traditional 

management accounting techniques were higher than those of newer techniques; and the 

relatively lower benefits associated with recently-developed techniques raised the question 

of the conditions necessary to effectively implement these techniques.

Similarly, Hyvonen (2005) provided empirical evidence of management accounting 

practices, identifying the adoption of the practices, the benefits from the adoption, and its 

emphasis on the orientation of the practices in the future. The study utilised a survey of 132 

Finnish firms. The major results of the study were that the three most beneficial practices in 

management accounting are: traditional financial measures, including divisional profit in 

performance evaluation; budgeting for controlling costs; and variable costing. The future 

emphasis is on product profitability analysis, budgeting for controlling costs and qualitative 

measures in performance evaluation. The study indicated the need for further research in 

management accounting practices in the future.

2.7 Summary

The research conclusions based on the earlier discussions and review of the literature of 

management accounting studies, indicate that the main traditional role of management 

accounting can be considered as an information provider, and that this role changes 

according to the change of the type of information as the main association with 

management accounting systems. Furthermore, the changes which occurred in the business 

environment and the technology revolution, required these other factors from management
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accounting to change to facilitate strategic change and to provide information that is more 

timely, broad, flexible and in a better format. In other words, management accounting has 

been changing it's traditional role that was based on planning and monitoring the firms 

where the unit measured is monetary, compared with the contemporary role which is based 

on added value to the firms , providing information for decision making and planning, 

assisting managers in directing and controlling activities, motivating managers and other 

employees towards the organisation's goals, measuring the performance of activities of 

managers and other employees and finally assessing the organisation's competitive 

position, where the units measured are both monetary and non-monetary.

Additionally, it has been argued that the new roles of management accounting are: business 

analyst; strategy formulator; internal or advisor (or business partner); and interpreter and 

manager of complexity. Consequently, the current research will investigate the current role 

that management accounting plays in the Jordanian financial sector which it is merited to 

investigate.

In terms of the debate regarding changing in management accounting systems that followed 

the criticism in terms of the loss of relevance of management accounting being sufficient to 

support and adapt to the changes that have occurred in the business environment, has 

increased research concerning these issues and most of the outcomes of these researches 

have asserted that management accounting is changing (Zhang, Qian 2005).

There is a consensus among researchers that advances in manufacturing, information 

technologies, database systems, strategic focus, forecasts, commercial orientation, 

competition, decentralisation, competitive environment, internet and e-commerce have
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changed the way companies conduct their businesses and therefore they have influenced 

management accounting systems change (Burns, Hopper et al. 2004).

Most of the studies have investigated the adoption or not adoption of management 

accounting practices as shown in the earlier discussions, in contrast, the current research 

will go beyond this point to identify the sophistication level of management accounting 

practices in the Jordanian financial sector through implementing the IF AC model and 

investigate the factors that influence the adoption of management accounting practices 

particularly, the factors which influence the adoption of sophisticated management 

accounting practices in the Jordanian financial sector.

Although, the IF AC framework (1998) identified the broad characteristics of each stage, it 

did not provide illustrations of specific management accounting practices related to the 

various stages, therefore the current research will place reliance on a study carried out by 

Abdel-Kader and Luther (2006), that attempted to link specific management accounting 

practices to particular stages of evolution, as the study classified management accounting 

practices through the four stages of evolution according to the understanding of the 

characteristics of each stage as IF AC determined.

Consequently, the application of the IF AC framework in order to investigate the level of 

sophistication of management accounting practices makes two contributions; firstly most of 

the studies have investigated the usage of management accounting practices individually 

which differ from the current study that will investigate them in two dimensions 

individually by their usage, and the degree of sophistication of the practices, by moving 

through the stages of the development of a management accounting system.
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The second contribution is that the study will deal with the largest part of the practices of 

management accounting including the traditional and the contemporary practices that will 

give a full picture regarding all practices and avoid the bias that comes from excluding 

some practices, and including others, that again will differ from other studies that were 

based on investigating a limited number of practices or types of practices.

To sum up, this chapter covered and discussed the first two main objectives namely; obtain 

a broad overview of management accounting practices in the Jordanian financial sector in 

general, and the current status, including the extent of usage of management accounting 

practices and examine the sophistication level of management accounting practices and at 

which phase, based on the IF AC model, that the Jordanian financial sector is currently 

placed. And the follows chapter will discuss the other objectives.
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3. Theoretical Review of Contingency Theory

3.1 Introduction

This chapter represents the literature review of contingency theory and its utilisation in 

the management accounting field, and introduces the literature review concerning the 

contingent variables which will be examined in the current research including the 

justification for their selection, the association between them, and the sophistication 

level of management accounting practices, and finally the formulation of the research 

questions for each of the contingent variables.

3.2 Contingency theory and the management accounting field

Many studies have been done to determine why there are differences between 

organisations in terms of using management accounting systems and the adoption of 

management accounting practices (Anderson, Lanen, 1999). The most convenient 

theory that has been applied, to identify the effect of elements upon the adoption 

management accounting practices and their usage is contingency theory (Hoque, Mia, 

2001).

Contingency theory provides an explanation of why management accounting systems 

vary between firms operating in different countries and within the same country as well. 

The contingency approach to management accounting is based on the premise that there 

is no universally appropriate accounting system applicable equally to all organisations 

in all circumstances. Rather, it is suggested that the particular features of an appropriate 

accounting system will depend upon the specific circumstances in which an 

organisation finds itself. In addition, how effective the design of an accounting system
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is depends on its ability to adapt to changes in external circumstances and internal 

factors.

Thus contingency theory must identify specific aspects of an accounting system which 

are associated with certain defined circumstances and demonstrate appropriate 

matching (Otley, 1980).

Numerous studies have tested the contingency theory in management accounting. For 

instance, Anderson and Lanen (1999) attempted to explore the evolution of a broad 

range of management accounting practices by using the contingency theory framework. 

Their study considered two contingencies that have been related to management 

accounting practices, namely, competitive strategies and international orientation that 

have most influenced the evolution of management accounting.

Another study using the contingency approach revealed that the intensity of market 

competition and the application of computer aided manufacturing processes have great 

association with multiple performance measures (Hoque, Mia, 2001).

Haldma and Laats (2002) divided the contingency variables into two categories, internal 

variables (organisational aspects, technology and strategy) and external (business and 

accounting environment) and examined the extent to which these variables influence 

management accounting practices. The study found evidence that changes in cost and 

management accounting practices are associated with shifts in the business and 

accounting environment as external contingencies, and with technology and 

organisational aspects as internal contingencies.
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In the same perspective Waweru, Hoque et al. (2004) explored the process of 

management accounting change by using the contingency theory to explain the 

predictors of management accounting change by examining five variables (competition, 

decentralisation, technology, size, and capacity to learn). The most noteworthy finding 

of the study was that there was a high correlation between management accounting 

change and decentralisation, size and organisational capacity to learn. The study 

revealed that the main factors that hinder management accounting change were fear of 

change and lack of competing resource.

Chenhall (2003) reviewed the researches that focused on contingency theory and 

management control systems and traced the findings from contingency based studies 

over 20 years. The main five elements that were indicated are: environment, 

technology, size, structure, strategy and national culture, and added that in recent years 

contingency based research gained popularity with studies including these variables but 

redefining them in contemporary terms. In other words, the study took the same 

contingency variables but with a contemporary perspective, for instance the technology 

aspect taken in a contemporary prospective by examining the effect of advanced 

manufacturing technology on management accounting in terms of changing the system 

or using the practices.

In recent years a different perspective has emerged in the management accounting 

discipline, namely, the life cycle as one contingency variable that has influenced the 

adoption of management accounting systems and practices. For example, Silvola (2005) 

investigating management accounting practices from the contingency perspective 

focusing on the organisational life cycle, venture capital investors and the education of 

CEO (Chief Executive Officer). The survey indicated that growth stage firms dominate
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other stages when adapting new management accounting practices and those practices 

become more common when the firms move through the life cycle. In particular, the 

need for management accounting practices is emphasised in growth firms that have 

venture capital investors. In addition, the results indicated that the education of the CEO 

is an important factor in driving the adoption of new management accounting practices. 

Indications are that most of the studies that examined the application of contingency 

theory to the management accounting discipline were devoted to common contingency 

factors e.g., technology, size, structure, strategy and national culture, organisational 

capacity to learn, external environment and competitors (Hoque, Mia 2001; Waweru, 

Hoque et al, 2004; Anderson, Lanen, 1999; Haldma, Laats 2002; Chenhall, 2003).

Therefore, the current research will pay attention to the modern and the most 

convenient contingency variables in order to examine the effect of these variables upon 

the level of sophistication of management accounting practices in the Jordanian 

financial sector, namely: company size, sophistication level of operations, professional 

competence, technology, life cycle stages and finally business type.

3.3 Contingency variables and management accounting practices

Following the earlier discussion of the association between the contingency theory and 

management accounting field, the following section reviews the literature of the six 

contingent variables that the current research will examine and the association between 

those contingent variables and management accounting practices sophistication.
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3.3.1 Organisation size.

Organisation size is considered as one of the variables that have been examined as a 

contingent variable in many disciplines. It is considered one of the most vital variables 

that influence management accounting information and practices in many ways, e.g. 

upon the management accounting practices change, usage, understanding and adoption 

decision.

According to Chenhall (2003) the main five elements that were indicated as contingent 

variables and that have a major effect on management accounting are; environment, 

technology, organisation size, structure, strategy and national culture.

Starting with a study carried out by, Waweru, Hoque et al. (2004) that aimed to 

investigate predictors of management accounting change in South Africa. The study 

that came to the conclusion that organisation size is one of major variables that 

influence management accounting change, beside decentralisation, and organisational 

capacity to learn variables.

hi terms of the adoption, benefits, and the future emphasis of the application of 

management accounting practices, Joshi (2001) supported the view that size has a major 

influence in determining the adoption of newly developed management accounting 

practices and the other reason for low adoption are the conservative attitudes of Indian 

management and long term orientation.

Similar results were reported from a study conducted by Cinquini and Tenucci (2006) 

that applied contingency theory by using an internet survey of Italian companies in 

order to appraise the frequency of strategic management accounting practices adoption 

and to find a correlation between the adoption of strategic management accounting
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practices and organisation size and competitive strategy which classified as pattern, 

mission and positioning). That study found that organisation size and competitive 

strategy as contingency variables influence the adoption of strategic management 

accounting practices.

According to Abdel-Kader and Luther (2008) in a study that examined the impact of 

three categories upon the sophisticated level of management accounting, namely, 

external characteristics (perceived environmental uncertainty, customers' power), 

organisational characteristics (competitive strategy, decentralised structure , and size), 

and finally processing characteristics (complexity of process system, AMT, TQM, JIT, 

Product perishability), organisation size, environmental uncertainty, customer power, 

decentralization, and, AMT, TQM and JIT are the main contingent variables that 

influence the sophistication level of management accounting practices in the UK.

In order to find out the main factors that influence the sophistication level of costing 

systems a study by Al-Omiri and Drury (2007) of UK organisations from different 

sectors by using a postal questionnaire, indicated that organisation size, intensity of the 

competitive environment, extent of the use of production technologies and the type of 

business sector are positively associated with levels of cost system sophistication.

Finally, a study by Flacke and Segbers (2005) attempted to find different context factors 

to explain differences in the implementation of management accounting in small and 

medium enterprises. The study indicated that the main significant variables that 

influence the management accounting implementation are production technology, 

organisational structure, organisation size, the strategic orientation and national culture.
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Based on the above discussions and literature, organisation size is a worthwhile variable 

to be examined, particularly in terms of the adoption of sophisticated management 

accounting practices. In addition, this variable is applicable in the Jordanian business 

environment due to the variation in size among the companies in the financial sector 

(for more information see Chapter Five ), and is are that might be utilised as an 

explanatory variable to explain the variety of sophistication level of management 

accounting practices in the Jordanian financial sector. Consequently, the current 

research will examine the organisation size variable in order to find out the effect of this 

variable upon both the extent of usage and the sophistication level of management 

accounting practices in the Jordanian financial sector. In this aspect the study addresses 

the research question in term of organisation size as:

What is the effect of organisation size upon the adoption of sophisticated 

management accounting practices ?

As a result of the review of the literature concerning the association between the 

organisation size and management accounting practices sophistication in the Jordanian 

financial sector, that concluded by addressing the question in this respect, the answer to 

this question will achieve the third and fourth objectives of the research that were 

mentioned in the objectives of the research, namely, investigate the effect of the 

contingent variables upon the extent of usage of management accounting practices in 

the Jordanian financial sector, and investigate the effect of the contingent variables 

upon the sophistication level of management accounting practices in the Jordanian 

financial sector.
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3.3.2 Sophistication level of operations.

Many researchers have examined the effect of diversity of productions upon the 

company performance, employees' productivity, and other variables. However, in terms 

of management accounting discipline there are not many researchers who have 

examined the diversity of production and associated it with management accounting 

research.

The concept of the sophisticated level of operations that is used in the current study 

refers to the number of products or services that the company produces or provides to 

their customers, with the more products and services offered being viewed as indicative 

of a more sophisticated operation.

Fry, Steele et al. (1995) examined management accounting systems by conducting a 

survey of 85 US manufacturing companies. The study indicated that production 

volume, product variety, and/or cost structure are vital elements with which the 

management accounting systems have to be concerned and be capable to any 

responding change in those variables. If such a response is not forthcoming then the 

management accounting information will not be valuable and reliable.

Ittner, Larcker et al. (1997) in their study of the performance of the activity based 

costing, indicated that measures related to the cost hierarchy classifications explain cost 

behaviour. In addition, the study pointed out that the increase in costing usage due to 

the increased unit and product-sustaining activities tended to be offset by revenue 

increases from higher sales volumes and greater product variety. Finally, the study 

recommended that management accounting researchers must consider both cost and
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revenue implications when assessing the performance consequences of activities 

corresponding to the cost hierarchy.

In 2003, Chenhall (2003) noted the significant role planed by complexity of production 

in determining the type of management accounting practices, as he argued that the 

complexity of the production function and production processes have an effect on 

determining which type of costing system was used.

Similar findings are provided by a study undertaken by Haldma and Laats (2002) that 

placed emphasis on the important impact that production complexity had on 

management accounting practices, since the study indicated that each production 

requires different procedures, and this in turn influences the type of costing to be used.

Kallunki and Silvola (2007) sought to examine the effect of the organisational life 

cycle stage on the use of activity-based costing and investigated whether the use of 

activity based costing varies among firms in different life cycle stages. One of the main 

findings of the study is that firms in the maturity and revival phases have a greater 

organisational size, lower profitability, a more diversified product/service range and 

have more often achieved a stock market listing as opposed to firms in the growth 

phase. Firms in both of those two stages adopted advanced management accounting 

practices such as ABC, which implies that the components of these stages have great 

impact on the adoption of contemporary management accounting practices.

In contrast, a study conducted in UK, attempted to determine the main factors that 

influence the choice of product costing system. One of the variables that the study 

examined was product diversity as a contextual factor beside other variables, namely; 

cost structure, intensity of the competitive environment, size of the organisation. The
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study revealed a contrasting conclusion to previous studies and claimed that there was 

no association to be found between the level of cost system sophistication and cost 

structure, product diversity and quality of information technology.

According to the above studies, the sophistication level of operations is a significant 

variable to be examined in terms of both the extent of usage and the adoption of 

sophisticated management accounting practices. As a result, the current research will 

examine the sophistication level of operations variable in order to find out the impact of 

this variable upon both the extent of usage and the sophistication level of management 

accounting practices in the Jordanian financial sector. In this context the study 

addresses the research question in terms of sophistication level of operations as:

What is the effect of the sophistication level of operations upon the adoption of more 

sophisticated management accounting practices?

As a result of the review of the literature concerning the association between the 

sophistication level of operations and management accounting practices sophistication 

in the Jordanian financial sector, which concluded by addressing the question in this 

respect, this question will achieve the third and fourth objectives of the research which 

were mentioned in the objectives of the research, namely, investigate the effect of the 

contingent variables upon the extent of usage of management accounting practices in 

the Jordanian financial sector, and investigate the effect of the contingent variables 

upon the sophistication level of management accounting practices in the Jordanian 

financial sector.
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3.3.3 Professional competence

Many have indicated the momentous role that professional competence plays in dealing 

with practical life and to support the practitioners' capability to adequately deal with 

real life, and to change it. Professional competence in the current research refers to 

education level achieved, training courses successfully were taken, and professional 

skills acquired by practitioners in management accounting.

The current decade witnessed much technological changes. As a result, there has been a 

significant change in many disciplines, with management accounting being no 

exception (Burns, Hopper et al., 2004).

Therefore, to accommodate these challenges, the role of education and learning in 

management accounting appear to be significant if it is to fulfil its role in assisting 

management to achieve its goals in the environment. Marge the provision of 

information is a vital resource (Woodbine, 2007).

According to Bamber, Braun et al. (2007) management accounting requires specific 

skills of compliance, and to be more efficient and effective, to achieve the aims of 

management accounting information; it requires a solid knowledge of financial and 

managerial accounting, analytical skills, knowledge of how a business functions and 

oral and writing communication skills.

The equation of management accounting compliance skills has two main aspects, with 

each of them having their own requirements, they are; the academic (education) side 

and the practitioners (management accountants) side. Firstly, focus will be on at the 

academic side. In theory; accounting education should lead to the development of 

accounting skills that can be applied within the broad context of a changing managerial
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environment. Accountants must not be prepared to be solely reporters of historical 

information, but should participate proactively in all aspects of organisational decision 

making. The profession feels that better prepared graduates should take a more 

prominent role in the management of the firm (Steadman, Green, 1995). The argument 

concerning management accounting curriculum includes; claims to change these 

curriculums and develop them to face the rapidly changing business environment 

(Johnson, Kaplan, 1991).

Rezaee, Szendi et al. (1995) indicated that management accounting practices have 

changed in response to the challenges of global competition and technological advances 

that have encouraged the adoption of innovative practices. Moreover, the study 

indicated the significant role of management accounting education in leading the 

change from traditional to new management accounting practices.

In standard courses, the gap between the theory and practice of management accounting 

can be significant, most students think that management accounting involves just 

calculating prices or costs, and thus, seem to believe that the subject only consists of 

crunching the numbers (Rezaee, Szendi et al., 1995).

hi the same context, a study carried out by Fowler, Tan et al. (2002) investigated the 

gap that exists between management accounting education and practice. The study 

revealed that practitioners place emphasis on traditional over contemporary techniques 

when selecting management accounting techniques used in their organisations. This 

suggests that academics cannot ignore the teaching of traditional management 

accounting techniques, although the development of new techniques is still of 

importance. The study claimed that non-adoption of management accounting techniques
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by practitioners does not necessarily mean that the techniques are irrelevant and 

inoperable.

Burns, Hopper et al. (2004) in a study that discussed the changes that occurred in 

management accounting in the UK, claimed that the industry must look at greater 

sustained involvement in higher education and they suggested reforms of topics covered 

in syllabuses and quality systems in education.

A study conducted in China by Woodbine (2007) claimed the necessity of reform and 

changes in the accounting education and education practices to be capable of 

accommodating the needs of a rapidly expanding number of local and international 

business entities, and of providing a more efficient means for disseminating knowledge.

Cooper (2006) laid stressed on the changes in the purpose of the management 

accountant reflected and raised the breadth and diversity of knowledge needs for 

management accounting.

Likewise, Ponton, Cooper (1994) indicated that technology has already released 

accountants from bookkeeping tasks of processing, recording and reporting, and has 

given them more opportunity to become involved in higher level management tasks. 

Therefore, they argued that these changes require educators and educational institutions 

to critically reconsider the objectives and structures of their current courses.

Maher (2000) highlighted that the approach of teaching management accounting can 

increase the value to our students and alleviate possible declines in enrolment. 

Furthermore, he added that there should be a focus on teaching students how to be 

creative problem solvers who add substantial value to their organisations.
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Students are a vital element in this equation of the education cycle, therefore, Hassall 

and Joyce (2001) explored whether professional management accounting students adopt 

deep or surface approaches to learning from students' perceptions of the Chartered 

Institute of Management Accounting (CIMA) course. The study revealed that students 

still focus on a surface learning approach. Therefore, the challenge facing educators is 

to develop a curriculum that drives the student to overcome the surface approach of 

learning and to use a deep learning approach.

The challenge facing management accounting educators was addressed by Brewer 

(2000) that indicated that to partition management accounting topics across multiple 

courses in a manner that is logical to faculty and students. In terms of curriculum 

development, he argued that management accounting needs to become a more 

important part of the accounting curriculum.

As a conclusion to the debate about the management accounting curriculum, the 

suggestions made by Hassall and Joyce (2001) was to develop the management 

accounting curriculum in order to follow up the development which takes place in the 

business environment, and drive its role as a fundamental basis to face all the 

challenges, which can be seen in the numerous techniques which create this issue.

On the other side of the equation are the practitioners (management accountants), who 

directly encounter the challenge of dealing with the business environment and who have 

to implement these techniques to help managers to fulfil their primary responsibility of 

planning, directing, controlling and making decisions (Bamber, Braun et al., 2007).
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A way of changing and developing management accounting education is to change the 

skills that management accountants have to acquire; analytical(interpretive), broad 

business knowledge, team work, oral communication, integrating financial and non- 

financial information, information technology knowledge, professional ethical, 

presentational and finally interpersonal (Burns , Hopper et al., 2004; Siegel, 2000; 

Lord, Robertson, 2006).

Likewise Palmer, Ziegenfuss et al. (2004) indicated that accounting information is 

continually changing and recommended that educators have to design international 

knowledge, skills and abilities of auditors and accountants, such as communication 

skills, interpersonal skills, general business knowledge, accounting knowledge, 

problem-solving skills, information technology, personal attitude and capability, and 

computer skills

Another study by Joshi and Bremser (2004) reached the same conclusion in terms of the 

skills that accountants have to possess such as; communication skills, analytical skills 

and managerial skills.

Hubert (2000) argued that good cost accountants require a slightly different set of skills 

to those of financial accountants. As quality cost accountants need three abilities: 

excellent analytical skills, outstanding communication skills, and a good understanding 

of the agency's activities and the processes used to accomplish those activities. In other 

words, the role of management accountants has changed, management accountants no 

longer perform routine mechanical tasks, but that does not mean they have stopped 

doing their accountancy function, instead they have added to the past functions new 

duties.
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According to Kaplan (1983), in his study of the problems confronting the performance 

of US manufacturing in terms of higher quality goods with fewer workers and lower 

inventory levels than those that existed among Japanese and Western European 

manufacturers, there is a need for more emphasis on education and research in the US 

business environment with its role being to develop performance measures to control 

the cost and advancement of the quality of the products, by using non-financial 

performance measures to measure the quality of products.

Ahmed (2003) in a study which examined the level of information technology skills 

that the accounting curriculum included suggested that the emphasis should be on the 

application of IT rather than on traditional computer science.

Unlike the above suggestion in terms of the information technology (IT) skills that the 

management accountant has to learn and possess, results from a new study conducted 

by Chandra.A, Cheh. J. et al. (2007) attempted to explore the current use of information 

technology content in management accounting education. It was found that there is a 

growing gap between the (IT) skills demanded of management accountants and those 

supplied by higher education.

Previous studies indicated the significant role that can drive level of education of 

managers of financial departments to effect and shape the form of management 

accounting systems which are used in these firms, Yeung, and Armstrong (2001) 

examined the effect of the level of education on the adoption of Total Quality 

Management (TQM). The study pointed out the importance of managers' education 

attainment on the learning and adoption processes of TQM, and added that to achieve 

better levels of adoption companies are required to promote staff development and at
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the same time, there must be training and coaching on the sharing and utilisation of 

information.

In terms of developing personal skills, and their effect on adoption management 

accounting practices, in a study prepared by Forsaith, Tilt et al. (2001) to explore how 

current management accountants view their present and future role, they indicated that 

more emphasis needs to be placed on developing personal skills rather than technical 

skills, and that there is a need for more emphasis on the 'management' than the 

'accounting'.

Another study revealed the importance of education as a critical element which 

influencing the status of management accounting practices (Haldma, Laats, 2002). The 

study revealed that the legal accounting environment and the shortage of qualified 

accountants have influenced the status of management accounting practices and that 

these variables should be examined in future research.

Gil, Hartmann et al. (2003) examined how top management teams use management 

accounting systems to implement strategy. The main finding of the study was to support 

the role of management accounting in facilitating strategic change, and to support the 

theoretical argument that professional and well educated top management teams are 

more oriented to use flexible, adaptive roles and to adopt sophisticated management 

accounting systems to manage organisations.

A study conducted to discover the extent to which traditional and contemporary 

management accounting techniques are being used in four Asian countries (Singapore, 

Malaysia, China, and India) indicated that the lack of awareness of new techniques, and
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the lack of expertise and a shortage of qualifications in management accounting, 

affected the lack of adoption of the new techniques (Sulaiman, Ahmad et al. 2004).

Islam and Kantor (2005), in a study that attempted to examine the development of 

management accounting practices from the perspective of transitional economies in 

China, indicated that insufficient training facilities and education of the current 

population was one of the reasons that affected the development of Chinese 

management accounting practices and explained the slow rate of developments.

Silvola (2005) in a study that attempted to examine the effect of the Chief Executive 

Officers (CEO) education level, the study revealed a significant effect of the level of 

education on the adoption of management accounting practices.

It is concluded from the studies that have been carried out in respect of education on 

management accounting, a fundamental role that education plays to improve and 

modernise the curriculum, to make it compatible with the change on the business 

environment. In turn, modernising the curriculum would help to transfer the 

management accounting curriculum from focusing on how to solve a problem, to what 

the problem means, and how to creatively solve the problem. As a result, the skills of 

management accountants have been the influence by developing the management 

accounting curriculum and by the demand from them to be updated to the changes in 

management accounting disciplines.

To sum up, there is a strong argument in terms of the effect of professional competence 

in management accounting practices, particularly in terms of the adoption of 

sophisticated management accounting practices. Therefore, the current research will 

examine this critical element and apply it to explain and to investigate its effect to both
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the extent of usage and the adoption sophisticated management accounting practices in 

the Jordanian financial sector. In this aspect the study addresses the research question 

in term of level of education as:

What is the effect of professional competence upon the sophistication of management 

accounting practices ?

As a result of literature regarding the association between the professional competence 

and management accounting practices sophistication, that concluded by addressing the 

question in this respect, this question will achieve the third and fourth objectives of the 

research that were mentioned in the objectives of the research, namely, investigate the 

effect of the contingent variables upon the extent of usage of management accounting 

practices in the Jordanian financial sector, and investigate the effect of the contingent 

variables upon the sophistication level of management accounting practices in the 

Jordanian financial sector.

3.3.4 Technology

One of the earliest contingent variables associated with being have a significant effect 

was the design of management accounting systems was the type of manufacturing 

technology. The concept of technology has been defined in terms of information and 

hardware, activities and cause/effect knowledge and the variability of materials and the 

nature of such processes.

According to Rousseau and Cooke (1984) technology involved knowledge and 

capabilities (such as those found in organisational members and machines), the
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techniques and procedures available for transforming inputs into outputs, and the 

processes or activities associated with the application of these technologies.

In a similar way, Robbins (1996) defined technology as how an organisation transforms 

its inputs (such as materials and information) into outputs (products and services), and 

is considered as one of the internal contingency variables that also influenced the 

structure of an organisation.

Therefore, the definition of technology can be defined from several perceptions: as 

objects (tools, machines, instruments, weapons, appliances - the physical devices of 

technical performance), as knowledge (the know-how behind technological innovation), 

as activities (what people do - their skills, methods, procedures, routines), and finally as 

a process (begins with a need and ends with a solution).

Technology is regarded by many management accountants as the most important issue 

facing management accounting; the changes in computing technology and information 

technology during the two decades have been dramatic in terms of the development of 

both software and hardware.

The technological revolution, therefore, presented management accounting systems 

with several challenges, namely; computing technology is involved in mechanising 

parts of the accounting department tasks that increased the productivity of the 

accounting department. Computing technology makes available more complex financial 

databases that increase the demands of analysis and the use of management accounting 

and the sophistication of the practices; it presents another function to management 

accounting to be used by the management (Ashton, Hopper et al., 1995).
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Prior broadly-based research has shown that relationships generally exist between the 

application of technology such as JIT, TQM, automation, and the management 

accounting systems changes and management accounting practices implementations 

(Hansen, Mouritsen, 2006).

Starting with a study by Kaplan (1983) that indicated a correlation between the 

revolution of technology and an extensive output of information that in turn led to a 

shift from the traditional performance measures to the development of non-financial 

performance measures, such as; productivity, quality and inventory costs. Kaplan 

claimed that the revolution of technology increased the need to develop and use more 

sophisticated techniques to provide more convenient information to help firms.

Likewise, Merchant (1984) found that companies that have a high degree of automation 

of production technologies tends to place greater emphasis on formal budgeting than 

those with rudimentary production technologies. Again, here is evidence of the impact 

of technology upon management accounting practices.

Similarly, Dunk (1992) revealed that budget based control systems have a role to play 

when manufacturing is automated, and such systems may be supported by the use of 

advanced technology.

Tayles and Drury (1994) came to a similar conclusion in terms of the effect of advanced 

manufacturing technology on changing management accounting systems. The study 

attempted to investigate the effect of the advanced manufacturing technology 

environment upon management accounting systems. Using surveys, they revealed that 

accountants with experience of the development of advanced manufacturing technology 

had a significant effect in changing their company's management accounting system for
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generating performance measures and control. In addition, the high advanced 

manufacturing technology motivated companies to modify their traditional management 

accounting systems to new, and innovative and more sophisticated systems which can 

face these new changes.

Likewise, Isa and Foong (2005) indicated that the implementation of advanced 

manufacturing technologies responded to the rapidly changes in the markets that 

changed the production cost structure as a sequence that leads to more sophisticated and 

advance usage of costing systems such as ABC and non-financial performance 

measurement.

hi respect of the effect of choosing the appropriate technology to adopt management 

practices, Madu, Aheto et al. (1996) in their study discovered that in order to achieve 

TQM, process transformation must take place with appropriate new technology that is 

supportive of the practices of TQM must be adopted.

In terms of increasing the importance of advanced manufacturing technology; TQM, 

and JIT to manufacturing firms, a study conducted by Dean and Snell (1996) confirmed 

that the use of integrated manufacturing techniques, particularly total quality, influences 

performance and that these effects were magnified or diminished by both the 

competitive environment and manufacturing strategy.

One of the new manufacturing technology applications is computer aided 

manufacturing processes, in which Hoque and Mia (2001) examined the effect of the 

application of computer aided manufacturing processes and the intensity of market 

competition upon multiple performance measures systems, by using the contingency 

approach in New Zealand based on manufacturing units. They concluded that there is a
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great association between the two variables and the performance measures and 

indicated to the significant role of the computerised manufacturing environment in 

using multiple performance measurement systems. In other words, the applications of 

computer aided manufacturing processes technology effect management accounting 

techniques and promote the use of multiple tools to measure performance.

Chenhall (2003) indicated that as more technologies are standardised and automated, 

the more formal and traditional are the management control systems (MCS); whilst the 

more uncertain the task, the more interdependent the technologies, the less formal and 

traditional is the MCS.

In respect of the relation between advanced manufacturing technology and management 

accounting information, Choe (2004) investigated this relationship by adopting an 

organisational learning perspective to explain the positive impact of information on an 

organisation's performance, by investigating the relationship between the level of 

Advance Manufacturing Technology (AMT) and the amount of management 

accounting information( planning and control information, non-financial information 

and performance information). The study revealed that there is a significant positive 

relationship between the AMT level and the amount of information produced by 

management accounting information.

Baines and Langfield-Smith (2003) indicated that an increasingly competitive 

environment has resulted in an increased focus on differentiation strategies and, 

therefore, has influenced changes in organisational design, AMT and advanced 

management accounting practices. Accordingly, the changes in organisational design, 

an increasingly competitive environment and advanced manufacturing technology, have 

led to a greater reliance on non-financial accounting information and this, in turn has
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led to improved organisational performance and the adoption of sophisticated 

performance measures. In other words, management accounting systems are sensitive to 

the changes that occur around them, this reflected in the new generation of management 

accounting practices.

Haldma and Laats (2002) pointed out that changes in cost and management accounting 

practices are associated with shifts in the business and accounting environment such as 

technology, external contingencies, and organisational aspects such as internal 

contingencies. They argued that there is a technological effect on the design of an 

accounting system, and new technology will lead to a change in cost structures. 

Therefore, the more an accounting system becomes increasingly complex and 

sophisticated, the more capable it is of following the cost appearance in the 

manufacturing process more precisely.

Another study conducted by Waweru, Hoque et al. (2004) revealed that the main factors 

which hinder management accounting change were fear of change and lack of 

computing resource and a technological base. In turn, this leads us to the vital role that 

technology can play as the background and main infrastructure to adopt contemporary 

management accounting systems that requires a special environment such as 

appropriate technological tools to work as the supportive element to adopt management 

accounting practices.

Abdel-Kader and Luther (2006) explored the sophistication of management accounting 

practices in the UK food and drinks industry and the association between the degree of 

sophistication and the effect of explanatory factors. They revealed that there is a 

significant association between the application of AMT and the sophistication of 

management accounting practices.
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In terms of the effect of information technology upon the adoption of management 

accounting practices, several studies pointed to the important role of information 

technologies in facilitating and assisting management accounting in terms of the 

implementation of the practices and in changing the role of management accounting 

from the traditional role to a more advanced role (Dechow, Granlund et al., 2006).

Ponton and Cooper (1994) argued that information technology has already released 

accountants from bookkeeping tasks of processing, recording and reporting, and has 

given them more opportunity to become involved in higher level management tasks.

A study conducted by Jackling and Spraakman (2006) investigated the impact of 

information technology (enterprise resource planning systems) on the adoption of 

capital budgeting processes. The results revealed that information technology 

(enterprise resource planning systems) were changing management accounting practices 

and having a significant impact on them.

Rom and Rohde (2006) came to the same conclusion in terms of the important role of 

information technologies upon the adoption of management accounting practices. The 

study argued that contemporary management accounting practices involving the use of 

non-financial data are enhanced by information technology (Enterprise Resource 

Planning Systems) and support the data collection and the organisational breadth of 

management accounting.

A recent study by Rom and Rohde (2007) attempted to review the literature that 

focused upon both management accounting and integrated information systems and 

concluded that there is a strong relation between integrated information systems and 

management accounting practices.
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According to the literature review of technology, it is possible to conclude that 

technology has been developed as a method of competing more effectively. To 

compete, organisations need to manufacture innovative products of high quality at low 

cost. The product life cycle may be short, demand may be changing more rapidly, and 

international competition creates a further element of uncertainty. As with many 

business activities, these changes represent new approaches to the management of the 

business, and management accounting must keep pace with changes in management 

approach.

Moreover, it argued that the production process will affect the selection of the type of 

management accounting system. New technology will evidently lead to a change in cost 

structures and the importance of maintaining quality standards, for technological 

change has an important influence on the development of quality cost information.

Therefore, while the technological progress continues, the accounting system maybe 

obliged to become more complex and sophisticated, and capable of following cost 

appearance in the manufacturing process more precisely. In short, management 

accounting literature has identified technological advancement as a potential predictor 

of management accounting change.

Consequently, management accounting must be responsive to the influence of new 

technology and changes in production management on the usefulness of various 

management accounting practices. Therefore, the role of management accounting has to 

change from a traditional role which is transactions oriented and to where emphasising 

upon observing the outcome.
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To sum up, the consensus has been that technology has a significant effect on the 

management accounting system role, function and tasks and the technological changes 

influence the change to adopt more sophisticated practices in management accounting

In addition to the vital role which technology plays in terms of management accounting 

practices and its implementation, the current research will add value with regard to the 

effect of service technology on management accounting. Most of the existing studies in 

management accounting examine the effect of technology and manufacturing 

technology. There is a lack of studies looking at the effect of service technology, 

therefore, it will be interesting to examine this effect and add value to the contingency 

variables and their effect on service firms and financial organisation in particular.

Accordingly, the current research will examine the effect of technology in terms of 

three concepts (the technology infrastructure, information technology, and production 

technology), by discovering the level of technology that is adopted and its effect on the 

adoption of management accounting practices, and the effect of both information 

technology and production technology upon management accounting practices in the 

Jordanian financial sector. In this respect the research will address the question as:

What is the effect of technology upon the adoption of more sophisticated 

management accounting practices ?

According to the objectives of the current research, this last question with regard to the 

effect of technology on both the extent of usage and the level of sophisticated 

management accounting practices, it is consistent with the third and fourth objectives 

and attempts to meet these objectives, namely, investigate the effect of the contingent 

variables upon the extent of usage of management accounting practices in the Jordanian

83



Theoretical Review of Contingency Theory

financial sector, and investigate the effect of the contingent variables upon the 

sophistication level of management accounting practices in the Jordanian financial 

sector.

3.3.5 Organisation life cycle

The concept of the life cycle has been used in many fields and there are many 

misunderstandings in terms of the meaning of the life cycle. Therefore, at the outset it is 

important to identify the concept of the life cycle and to clarify it.

The life cycle terminology can be divided into three concepts: product life cycle, life 

cycle costing and life cycle assessment. Therefore, it is worthwhile giving a brief 

definition of each concept and the field including it is used: the product life cycle is 

used in economics and marketing and is a time dependent model of the sales volume 

and earnings during different stages of the life of product type; the life cycle costing is a 

tool used to find the best solution cost wise for investment over the whole life span of 

an investment, and is used by engineering and management accounting; and the last is 

the life cycle assessment, which is used to assess the impact of a specific product on the 

environment during the product's life (Bescherer, 2005).

The earlier researchers indicated the different characteristics of firms across the life 

cycle. In 1984, Miller and Friesen offered a longitudinal study of the corporate life 

cycle, they tested a sample of 161 periods of history from 36 firms, and classified them 

into five life cycle stages by using four attributes (strategy, situation, structure, decision 

making).
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The study indicated that the corporate life cycle encompassed five common stages: 

birth, growth, maturity, revival and decline. Each stage would manifest integral 

complementarities among variables of environment strategy, situation, structure, and 

decision making.

Table 3.1: The distinctive features of each life cycle stage according to Miller and Friesen Model

Situation

Organisation

Strategy

Birth
Small firms.
Dominated by owner
manager.
Heterogeneous,
placed environment.

Informal structure 
Highly centralized.
Crude information
processes & decision 
making methods.

Considerable
innovation.
Niche strategy.
Substantial risk
taking.

Growth
Medium firms.
Multiple,
shareholders.
More competitive
and heterogeneous.

Some formalization 
of structure.
Functional basis of
organisation. 
Increasing
differentiation.
Somewhat less
centralized.

Broadening of
product market scope
into closely related
areas.
Incremental
innovation in product
lines.

Maturity
Large firms.
Still more competitive
and heterogeneous.

Formal, bureaucratic 
structure. Functional
basis of organisation.
Moderate 
differentiation.
Moderate
centralization.

Consolidation of
product market
Strategy.
Focus on efficiently
supplying a
Well-defined market.

Revival
Very large firms
Very heterogeneous,
competitive and
dynamic
environment

Divisional basis of 
organisation.
High differentiation.
Sophisticated 
controls, more
formal analysis in
decision-making.

Strategy of product
market
diversification,
movement into some
unrelated markets
High level of risk
taking and planning

Decline
Market size firms.
Homogeneous and
competitive
environment.

Formal, Formal, 
bureaucratic structure.
Mostly functional
basis for organisation. 
Moderate
differentiation.
Moderate
centralization.

Price cutting.
Consolidation of
product market.
Risk aversion &
conservatism.
Liquidation of
subsidiaries.

The study indicated each stage regarding the nature of, and differences among, the 

stages of the life cycle. There are many ways in which organisations string these phases 

together throughout their histories, which means that organisations did not go through 

the stages in the same sequence. Moreover, the study went beyond classifying the 

corporate life cycle into stages; it identified each of these stages by mentioning the 

characteristics of each of them based on the attitude to strategy, situation, structure and 

decision making. This is shown in Table 3.1 reproduced above. In short, the study 

concluded that each phase of the life cycle has distinct features and there is a difference 

among organisations by how they go through these phases.
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On the other hand a number of multistage models have been proposed on the 

organisation life cycle literature for example; three stage to five or more stage models 

(Auzair, Langfield-Smith, 2005).

Silvola (2005) argued that the conclusion from Miller and Friesen (1984) study will aid 

the researchers to obtain a clear guide to examine this vital element to trace the 

performance of the companies across life cycle phases and other issues, such as those 

that adopt sophisticated management accounting practices and those which have an 

association recently made between management accounting studies and the corporate 

life cycle concept.

Studies using a life cycle approach agreed that each stage across the life cycle has 

different characteristics and attitudes. Therefore, the challenge for management 

accounting is to ensure that information is relevant, accurate and timely, by being 

adaptable to the varying management needs at different life cycle stages. Moores and 

Yuen (2001) indicated that the life cycle perspective has rarely been applied in 

management accounting research, an assertion with which the researchers may concur 

given very limited number of studies that have examined the relationship between life 

cycle element and management accounting studies.

Moores and Yuen (2001) attempted to explore whether management accounting 

systems (MAS) differ across stages of the organisational life cycle, by using Miller and 

Friesen's five stage life cycle model. The study tested two main hypotheses, the first 

was suggesting an expected pattern of MAS formality across stages and the second 

looked at the nature of different attributes based on the life cycle configurations at each 

stage. The sample of the study included firms in the clothing and footwear industry. The 

study revealed that MAS attributes differed as a firm transited from one stage to the
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next. In particular, growth dominates other stages in creating a need for formal MAS 

design, the selection of management accounting tools is far more important than 

presentation of information in varying levels of MAS formality at each life cycle stage, 

the result implied as well that MAS were able to facilitate firms pursuing their 

respective strategies, and the study provided evidence of how firms adapted to their 

growth and development, whilst also revealing that firms tended to formalise their 

MAS as they changed their competitive advantages or when their activities and 

structures became more complex. A another aspect of the study, indicated the sensitive 

reaction from the management accounting system to the changes that occurred in firms, 

the development of it, and adapting the system to be convenient and adequate to the 

features of each phase and support of each phase by useful and related information to 

aid the firms to achieve its relevant strategies.

A study undertaken by Auzair and Langfield-Smith (2005) to investigate the influence 

of several contingent variables on the design of management accounting control (MCS) 

in service organisations by applying the life cycle prospective, The measure of the 

organisation life cycle was based on Kazanjian and Drazin's self categorisation measure 

that utilises three stages; (formation, growth and maturity). The survey was 

administered to 1000 financial controllers of service organisations operating in 

Australia. The most notable findings of the study was that firms in the mature stage of 

their life cycle place a greater emphasis on a more bureaucratic MCS than firms in the 

growth stage.
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In other words, mature and cost leader firms place a greater emphasis on more 

bureaucratic forms of MCS, compared to professional service, growth and differentiator 

firms. Service process type, organisational life cycle stage, and business strategies have 

a significant influence on the design of firms MCS.

Granlund and Taipaleenmaki (2005) conducted a study undertaken in terms of 

management control and controllership in new economy firms with a life cycle 

perspective. The study applied the corporate life cycle perspective (Victor and Boynton 

model and Foster and Kaplan for venture capital financial model), and indicated that 

there is a lack of empirical evidence of the management control practices, their trends 

of development as well as the challenges facing them. It added a strong argument about 

the use of corporate life cycle by revealing that this particular operation environment 

provides a fruitful context for studying accounting changes issues and that corporate life 

cycle models played an important role in the explanation of management accounting 

systems evolution.

As succession of the new interest of life cycle perspective in management accounting 

discipline a study was conducted by Silvola (2005) to investigate management 

accounting practices of Finnish firms from the contingency perspective, focusing on the 

organisational life cycle by using the Miller and Friesen model (1984) , and also 

venture capital investors and the education of CEO (Chief Executive Officer). The 

survey was by a distributed questionnaire to 500 Finnish firms. The survey indicated 

that growth firms dominate other stages when adapting new management accounting 

practices and those practices become more common when the firms move on along the 

life cycle. In particular, the need for management accounting practices is emphasised in 

growth firms that have venture capital investors. In addition, the results indicated that
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the education of the CEO is an important factor to driving the adoption of new 

management accounting practices.

Cassia, Paleari et al. (2005) investigated whether organisation configurations and 

management accounting systems change simultaneously by using the original 

application of the fuzzy logic methodology. The study analyzed the level of 

development and implementation of management accounting systems and the 

organisational configuration on a sample of 501 Italian firms. The study was consistent 

with previous studies which existed in the literature and pointed out a correlation 

between the complexity of organisational configurations and management accounting 

systems relevance. In particular, the study indicated the companies with quite evolved 

management accounting systems, and a simple organisational structure, might be in the 

middle of a transition to more complex organisational solutions.

A study carried out by Kallunki and Silvola (2007) to examine the effect of the 

organisational life cycle stage on the use of activity-based costing, investigated if the 

use of activity based costing varies among firms in different life cycle stages. The study 

used a self-categorisation variable to measure the life cycle stage of the firm, and 

revealed that the characteristics of the firm affecting the use of advanced cost- 

accounting systems differ across life cycle phases as reported in the life cycle; with 

firms in the maturity and revival phases have a greater organisational size, lower 

profitability, a more diversified product/service range and have more often achieved a 

stock market listing as opposed to firms in the growth phase. Furthermore the study 

indicated the use of activity-based costing is more common among firms in maturity 

and revival phases than it is among firms in a growth phase, even after isolating for the 

effects of size of the firm and other relevant control variables.
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According to the review of the literature of the life cycle and its adoption in the 

management accounting discipline, the current research concludes that a firm's life 

cycle stage is a significant contingency variable which could explain the variation 

among companies in terms of adoption management accounting practices .This implies 

that the use of management accounting systems differs across the stages of 

organisational life cycle as different systems are needed in different stages. In other 

words, organisational life cycle theories suggest that the characteristics of organisations 

change according to the life cycle stages (Miller, Friesen, 1984; Moores, Yuen, 2001; 

Silvola, 2005).

Consequently, to achieve the aims of the current research that embody by identifying 

the main element that effect the adoption of sophisticated management accounting 

practices and according to the life cycle literature, that there are differences in the 

internal characteristics of firms and the environments in that the firms operate lead to 

more widespread use of sophisticated management accounting practices among mature 

and revival firms than among growth firms.

The current research will apply Miller and Friesen (1984) for three major reasons. 

Firstly, the research covers different size, therefore, the research apply this model that 

covers the cycle of organisational development from birth to death (cradle to grave) and 

the model classified the stages by universal criteria based on the age, size and form of 

organisation. Secondly, the model has been tested and has a strong empirical 

background, moreover, Miller and Friesen themselves have tested it many times. 

Furthermore, the model has been tested in management accounting literature (Moores, 

Yuen, 2001; Silvola, 2005; Davila, Foster, 2005). Finally, the third reason is the 

configuration of the model that includes five main variables, namely: strategy, situation,
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structure, decision making and management style. These variables, in turn, will be 

examined in the current research as a package which differs from most research that 

addresses these variables and examines them individually in relation to management 

accounting.

In addition, Miller and Friesen's model is appropriate to study small respondent sample, 

especially if the sample size is around 100 (Yan, 2006). It would be impractical to use 

this model if the sample of the research is over 100, because of the great amount of time 

and effort required to study each organisation, therefore, to achieve the aims of the 

research and according to the sample of the current research that will not exceed 100 

firms, thus the current research will use Miller and Friesen's (1984) model.

The current research will apply the corporate life cycle perspective to justify and 

explain the state of management accounting practices in the Jordanian financial sector 

in terms of the influence of corporate life cycle stages to adopt sophisticated practices, 

explain the current state of management accounting practices and to clarify what each 

stage requires of management accounting information and practices.

To this end and according to the literature above, the research will attempt to address 

this question in terms of the corporate life cycle perspective as an explanation element 

of the degree of sophistication of management accounting practices:

Do the developments of the Jordanian companies through the life cycle stages 

influence the adoption of more sophisticated management accounting practices?

According to the previous argument concerning the corporate life cycle and its 

association to management accounting, it is consist with the third and fourth objectives 

and attempts to meet these objectives, namely, investigate the effect of the contingent
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variables upon the extent of usage of management accounting practices in the Jordanian 

financial sector, and investigate the effect of the contingent variables upon the 

sophistication level of management accounting practices in the Jordanian financial 

sector.

3.3.6 Business type

As mentioned in the introduction chapter the Jordanian financial sector consists of four 

sub-sectors each of them carrying out different activities, namely; banking, insurance, 

diversified financial services and real estate (Ministry of Industry and Trade, 2007). 

Therefore, it is worthwhile to examine if there is any significant difference between 

them in terms of the status of management accounting practices and the sophistication 

level of management accounting practices. Moreover, major attention has been given to 

the manufacturing sector compared with the financial service sector.

A few studies have examined the effect of business type variable upon management 

accounting, however, almost all the researches have examined management accounting 

in one sector, thus the current research will utilised the business type as a contingent 

variable, Drury and Pettifer (1993) in their study attempted to describe the scope of 

implementing management accounting practices in building societies. The study 

claimed that most of the researchers confined their researches to the manufacturing 

sector in respect of management accounting practices. It argued that deregulation, 

intensive competition, and expanding product range had created the need for societies 

to focus on cost management and the development of management accounting 

information systems. The study indicated that many of the building societies had only 

recently turned their attention to designing product costing systems. Moreover, the 

study suggested the merit of investigating the scope and the nature of management
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accounting practices in the financial sector, because of shortage of such studies in this 

sector.

A study carried out by Ismail (2007) attempted to examine the performance measures 

within private sector companies in Egypt. The study examined 150 companies from 

several sectors namely; service, industrial, real state, and others by using 

questionnaires. The study revealed that no significant differences across sectors in the 

use of performance evaluation measures whilst financial measures were the most 

widely used; with while learning and growth measures being least used.

The extent of activity-based cost management practices adoption in the service sector 

has not significantly different from that in the manufacturing sector is a conclusion that 

came from a study undertaken by Anand, Sahay et al. (2004) in order to examine 

adoption of activity-based cost management practices in the Indian industry.

Al-Omiri and Drury (2007) in a their study indicated that the sophistication level of cost 

systems are positively associated with several of the factors mainly; the type of business 

or sector, the importance of cost information, the extent of use of other innovative 

management accounting techniques, intensity of the competitive environment, size, and 

finally the extent of the use of JIT/lean production techniques. In addition, the study 

highlighted that the financial sector is the most sophisticated sector in terms of using 

costing systems.

Unlike the above study, Billings and Capie (2004) revealed that the role of management 

accounting in banks is unsophisticated and traditional, and the study attributed this to 

the intangible nature of banking products. Additionally, the study indicated to the heavy 

emphasis on manufacturing rather than service.
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Another study claimed that financial service companies should be more customer- 

focussed and firms should develop customer orientation management accounting 

system, (Nielsen, Bukh et al. 2000). The study revealed that some of the barriers that 

restrain the implementation of new accounting systems are mainly; lack of top 

management support, organisation structure, and lack of financial resources.

Hussain (2006) argued that management accounting plays a relatively small role in the 

measurement of corporate social responsibility in the financial services industry and the 

study suggested that the financial services area needs further research.

Finally, Davila, and Wouters (2006) reviewed and analyzed the empirical research 

literature on management accounting in the manufacturing sector and one of the points 

that the paper revealed was that the extensive focus to examine management accounting 

in manufacturing sector compared with the financial sector.

According to the literature review of business type, the current research concludes that 

the type of business is one of the significant factors which might influence the 

sophistication level of management accounting practices, particularly in the Jordanian 

financial sector as this sector contains four different sub-sectors; each of them having 

distinctive features. Therefore, the current research will examine the effect of business 

type upon management accounting practices, particularly the adoption of sophisticated 

practices in the Jordanian financial sector. In this respect the research will address the 

question as:

What is the effect of business type upon the adoption of more sophisticated 

management accounting practices?
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This last question as to the effect of business type on the level of sophisticated 

management accounting practices, is consistent with the third and fourth objectives and 

attempts to meet these objectives, namely, investigate the effect of the contingent 

variables upon the extent of usage of management accounting practices in the Jordanian 

financial sector, and investigate the effect of the contingent variables upon the 

sophistication level of management accounting practices in the Jordanian financial

sector.

3.4 Summary

According to the above review of literature of the contingency theory and the 

contingent variables, the current research concluded that the contingency theory is a 

convenient approach to adopt and it has been applied in many earlier researches, and 

the main purpose that was to applied the contingency theory is to examine the effect of 

contingent variables upon the adoption management accounting practices.

hi terms of the six contingent variables namely: organisation size; sophistication level 

of operations; professional competence; technology; life cycle stages; and business 

type, that are selected to be examined in the current research, the earlier discussions 

revealed that the six contingent variables are significant variables and worthwhile to 

investigate in terms of adoption management accounting practices, and moreover the 

variables are convenient to the Jordanian business environment.

As a result, the current research will examine the six contingent variables by applying 

the contingency theory in order to explain both the extent of usage and the current 

status of sophistication level of management accounting practices in the Jordanian 

financial sector, finally this chapter discussed and consists with both the third and
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fourth objectives, namely; investigate the effect of the contingent variables upon the 

extent of usage of management accounting practices in the Jordanian financial sector, 

and investigate the effect of the contingent variables upon the sophistication level of 

management accounting practices in the Jordanian financial sector.

The forthcoming chapter (Chapter Four) will illustrate the measurement that will be 

utilised to measure each of those contingent variables, alongside with the formulation of 

the research hypotheses regarding these contingent variables.
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4. Research Design and Methodology

4.1 Introduction

Research design provides a framework for the collection and analysis of data. This section 

will cover the major elements included to achieve the objectives of the research. It is 

divided as follow to; obtain a broad overview of management accounting practices in the 

Jordanian financial sector in general; depict the current status, including the extent of usage 

of management accounting practices; identify the sophistication level of management 

accounting practices and at which phase, based on the IFAC model, that the Jordanian 

financial sector is currently placed; investigate the effect of the contingent variables upon 

the extent usage of management accounting practices in the Jordanian financial sector; 

investigate the effect of the contingent variables upon the sophistication level of 

management accounting practices in the Jordanian financial sector.

The research will be based on a cross sectional design to discover the status of management 

accounting practices in terms of the degree of sophistication, the main role of management 

accounting and the effect of the six contingent variables upon its sophistication within the 

Jordanian financial sector.

Consequently, the research design will include research questions which follow the review 

of the literature, how to measure the research questions, how to measure the models which 

will be used in the research (IFAC model and corporate life cycle model) and the final 

element will be the hypotheses of the research.
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4.2 Management accounting practices

4.2.1 Classification of management accounting practices

Management accounting practices will be classified through the current research into five 

categories: the costing system; budgeting; performance evaluation; decision making; and 

strategic analysis. This includes the 38 practices that the current research will cover, these 

management accounting practices includes both traditional and contemporary. This in turn, 

will provide a significant contribution, be more objective and convenient to apply the 

(IFAC) model that is based on classifying the evolution of management accounting and the 

characteristics of each stage of its evolution (International Federation of Accountants 

(IFAC) 1998). In addition, by including most management accounting practices the 

intention is to minimise any bias in the research objectives.

The classification of management accounting practices is based on the following criteria:

1. Management accounting books: by reviewing the most popular textbooks in the 

management accounting field such as (Atkinson, 2007; Bamber, Braun et al., 2007) and 

various CIMA text books.

2. Related studies: by reviewing studies that were conducted and carried out in the 

management accounting field and where management accounting practices were such as 

works as those by; Abdel-Kader and Luther (2006), Alkizza and Akbar (2005), Chenhall 

and Langfield-Smith (1998), Hutaibat (2005), Hyvonen (2005), Gupta and Gunasekaran 

(2005).
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3. Researchers and scholars: by consulting researchers who have expertise in the 

management accounting field namely; Dr. Magdy Abdel-Kader, Dr. Simon Parry. 

Moreover the selection of the practices was discussed with PhD students who have 

conducted similar studies in this field.

The 38 practices are divided into five categories: costing system; budgeting; performance 

evaluation; decision making; and finally strategic analysis. Each of these contains a group 

of practices that constitute each of the categories:

4.2.1.1 Costing system practices:

The costing system practices contains the following: using a plant-wide overhead rate; 

separation between variable and fixed cost; using department overhead rates; activity based 

cost; target costs; the cost of quality; and finally learning curve techniques.

4.2.1.2 Budgeting system practices:

The budgeting system practices include the following: budgeting for planning; budgeting 

for controlling costs; activity based budgeting; budgeting with " what if analysis "; flexible 

budgeting; zero -based budgeting; and finally budgeting for long term (strategic) plans.

4.2.1.3 Performance evaluation practices:

Performance evaluation practices that are employed in this study include the following: 

practices; financial measures; non-financial measures related to customers; non-financial 

measures related to operations and innovation; non-financial measures related to 

employees; economic value added or residual income; and benchmarks.
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4.2.1.4 Decision making practices:

The practices that constitute decision making include the following: cost- value- profit 

analysis (break- even analysis); product profitability analysis; customer profitability 

analysis; stock control models; cash flow methods, payback period and /or accounting rate 

of return; probability analysis or computer simulation; performing sensitivity "what if 

analysis "; calculation and use of cost of capital in discounting cash flow.

4.2.1.5 Strategic analysis practices:

The strategic analysis cluster contains the following practices: long-range forecasting; 

shareholder value; industry analysis; analysis of competitive position; value chain analysis; 

product life cycle analysis; the possibilities of integration with suppliers' and / or 

customers' value chains; and finally analysis of competitors' strengths and weaknesses.

4.2.2 Classification of management accounting practices according to the IFAC model

This model is based on the evaluation of management accounting practices established by 

the International Federation of Accountants (IFAC) 1998, and that determined the broad 

characteristics of each stage of management accounting evolution.

However, the IFAC model does not provide illustrations of precise management accounting 

practices associated with the particular stages of the evolution of management accounting. 

The IFAC model was recently adopted by Abdel-Kader and Luther (2006) that attempted 

to implement the IFAC model and associated the (38) management accounting practices

100



Chapter Four_______________________Research Design and Methodology

with each stage of the evolution of management accounting according to the IF AC which is 

based on five dimensions:

1. The approximate period in history with which each stage is principally associated.

2. The typical organisational position, or location, of management accounting at that 

stage.

3. The principle role of management accounting.

4. The main focus of management accounting's attention.

5. A judgement that is informed by the literature and consultations with researchers 

and scholars.

Accordingly, the current research has implemented the IF AC model to investigate the level 

of sophistication of management accounting and follows the Abdel-Kader and Luther, 

(2006) classification of management accounting practices through the IFAC model for the 

reason that it is based on reasonable criteria to determine each stage of the evolution of 

management accounting and the practices are associated with each stage, as shown in the 

following classification:

Stage One: Cost determination and financial control

This stage contains the following practices: using a plant-wide overhead rate; budgeting for 

controlling costs; flexible budgeting; payback period and /or accounting rate of return; and 

financial measures.
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Stage Two: Information for management planning and control:

This stage includes the following practices: separation is made between variable and fixed 

cost; using department overhead rates; learning curve techniques; budgeting with " what if 

analysis "; budgeting for planning, budgeting for long term (strategic) plans; cost- value- 

profit analysis (break- even analysis); product life cycle analysis; stock control models; 

cash flow methods; and long-range forecasting.

Stage Three: Reduction of resource waste in business processes:

The reduction of resource waste in the business processes stage includes the following 

practices: activity based budgeting; the cost of quality; non-financial measures related to 

employees; zero -based budgeting; performing sensitivity "what if analysis "; and finally, 

probability analysis or computer simulation.

Stage Four: Creation of value through effective resource use:

The final stage includes the recent practices and contemporary practices as follows: target 

costs; non-financial measures related to customers; benchmarks; customer profitability 

analysis; calculation and use of cost of capital in discounting cash flow for major capital 

investment evaluation; shareholder value; industry analysis; analysis of competitive 

position; value chain analysis; product life cycle analysis; the possibilities of integration 

with suppliers' and / or customers' value chains ; analysis of competitors' strengths and 

weaknesses; economic value added or residual income; non financial measures related to
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operations and innovation for the evaluation of major capital investment; and finally that 

non- financial aspects are documented and reported.

4.2.3 Research questions in terms of management accounting practices

According to the objectives of the research, and in order to achieve those objectives, the 

research addressed and formulated four main question areas in terms of the sophistication 

of management accounting practices as follows:

1. The extent of usage and the importance of each of the management accounting 

practices in the Jordanian financial sector.

2. The level of sophistication of management accounting practices in the Jordanian 

financial sector according to the IF AC model.

3. The importance of the role of management accounting in the Jordanian financial 

sector.

4. The importance of the type of management accounting information in the Jordanian 

financial sector.

4.2.4 Measuring management accounting practices:

In terms of measuring management accounting practices in the Jordanian financial sector, 

and according to the objectives of the research, management accounting practices have the 

possibility to be the dependent variable.
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Conformity with the objectives of the research and according to the previous studies that 

have been carried out to examine management accounting practices, Abdel-Kader and 

Luther (2006), Adelegan (2000), Alkizza and Akbar (2005), Chenhall and Langfield-Smith 

(1998) and Forde, Burnett et al. (2005), the current research will ask the respondents to 

respond in the following question areas:

1. The degree of usage of each of the practices, and the categories of the practices, to 

ensure an understanding of the practices, and to which categories they belong.

2. The importance of each practice to discover the tendency to adopt each of them and 

how important each practice is in planning for the future in terms of adopting the 

practices.

3. Determining the main functions and role of management accounting.

4. Determining the importance of the type of management accounting practices that 

are needed in the Jordanian financial sector.

These question areas were based on ranking of the usage and the importance of each of the 

practices, the importance of the role of management accounting and finally the importance 

of the type of management accounting based on a Likert scale.

The first stage of measurement of management accounting practices is carried out in order 

to give a descriptive statistical analysis regarding the usage and importance of management 

accounting practices and the importance of the role and type of management accounting 

information and its role.
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Following this stage in the analysis section the research will explain how it classifies each 

of the respondent companies into the IF AC model, to establish the level of sophistication of 

management accounting practices in the Jordanian financial sector, and will analyse the 

practices individually. This is followed by examining the contingency factors that 

influenced the sophistication level of management accounting practices.

This is reported in greater depth in Chapter Five.

4.3 Contingency variables which influence the sophistication of management 

accounting practices

4.3.1 Introduction

Following the descriptive analysis, the research moves to the next step which is the 

interpretation analysis using contingency theory. According to the literature review, the 

contingency theory has been examined as an explanation of the influence of contingent 

variables when adopting management accounting practices, for instance; Waweru, Hoque 

et al. (2004), Haldma and Laats (2002), Hoque and Mia (2001) , Chenhall (2003), 

Yazdifar, Zaman et al. (2008), Hussain (2006), Hutaibat (2005), Merchant (1984), and 

Otley(1980).

Unlike previous studies adopting contingency theory that adopted contingency theory to 

explain the implementation of certain practices of management accounting, the current 

research adopted contingency theory as an explanation for the level of the sophistication of
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management accounting practices in the Jordanian financial sector, based on six main 

contingent variables: organisation size; sophistication level of operations; professional 

competence; technology; organisation life cycle stages; and business type that have been 

considered as independent variables which influence the dependent variable (level of 

management accounting practice sophistication).

The selection of these six contingent variables is based on studies referred to in the 

literature review and awareness of the Jordanian financial sector environment. For more 

information see chapter Three.

4.3.2 Questions related to contingencies variables

Consistent with the objectives of the research and referring to the literature review on 

contingency theory as an explanation of the element of the sophistication of management 

accounting practices and after selecting six contingent variables which exist in the 

Jordanian environment, the research addressed the following questions:

/. What is the effect of the organisation size on the adoption of more sophisticated 

management accounting practices?

2. What is the effect of the sophistication level of operations on the adoption of more 

sophisticated management accounting practices?

3. What is the effect of professional competence on the adoption of more 

sophisticated management accounting practices?

4. What is the effect of technology on the adoption of more sophisticated 

management accounting practices?
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5. Do the developments of the Jordanian companies through the organisation life 

cycle stages influence the adoption of more sophisticated management 

accounting practices ?

6. What is the effect of business type on the adoption of more sophisticated 

management accounting practices?

4.3.3 Measurement of contingency variables

In terms of examining the effect of contingency variables on both the extent of usage and 

the sophistication level of management accounting practices, the research measured these 

variables through two main methods namely; direct questions and indirect questions.

Accordingly, the respondents were asked to rank listed factors in order to find out to which 

extent they might influence the level of sophistication of management accounting practices 

within their companies, in the questionnaire.

The respondents were asked indirect questions that related to the respondents background 

in order to examine the impact of the six main contingent variables upon the level of 

sophistication of the practices as follows:

4.3.3.1 Organisation size:

The organisation size has been examined in several studies and considered as a vital 

element in terms of the adoption of more sophisticated management accounting practices, 

for instance; Chenhall (2003), Waweru, Hoque et al. (2004), Cinquini and Tenucci (2006), 

and Abdel-Kader and Luther (2008). Accordingly, the current research examined this

variable as there is organisations in the Jordanian financial sector vary sizing.
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Thus, current research measured the organisation size by asking the respondents three 

questions to determine; age of the company since establishment, net sale growth; and the 

number of employees in the respondent companies.

4.3.3.2 Sophistication of operations variable:

The sophistication of operations has been considered as a significant factor that influences 

the adoption and sophistication of management accounting practices. This was confirmed 

in the review of the literature where it was revealed that most of the studies that have 

examined this variable have done on a manufacturing environment, Haldma and Laats 

(2002), Chenhall (2003), Kallunki and Silvola (2007). Therefore, the current research 

examined this variable in the financial environment where the financial sector produced a 

variety both services and products.

Consequently, the current research measured the sophistication of operations by asking the 

respondents to determine the number of products or services that the company produces.

4.3.3.3 Professional competence variable:

The professional competence, as discussed earlier in the literature review section, can have 

a direct and significant effect on management accounting practices in terms of adoption 

and development, Woodbine (2007), Bamber, Braun et al. (2007), Fowler, Tan et al. 

(2002).
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On the basis of the literature review, professional competence was divided into four main 

divisions, relating to, namely: acquisition of academic qualifications; acquisition of 

professional certificates; training courses; and years of experience in the management 

accounting field.

To achieve this aim, the research measured the effect of professional competence upon the 

level of sophistication of management accounting practices in the Jordanian financial 

sector by asking questions to determine the acquisition of academic qualifications and 

professional certificates by listing the number of academic quantifications and professional 

certificates and asked the respondents to determine the number of employees including 

himself having possession of quantifications and certificates, the number of training 

courses that the staff attended per year, and finally the respondents were asked to determine 

the years of experience in the management accounting field within the company and with 

other companies.

4.3.3.4 Technology variable:

The literature review revealed the significant role that technology plays both in terms of 

management accounting change and in facilitating the implementation of contemporary 

practices of the management accounting, Hansen and Mouritsen (2006), Tayles and Drury 

(1994), Isa and Foong (2005), Hoque and Mia (2001).

Therefore, the current research examined the effect of technology in terms of three 

concepts: the technology infrastructure; information technologies; and production

technologies.
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By ascertaining the level of technology that is adopted, the information technologies level 

and the production technologies , the effect of all of them upon the level of management 

accounting practices, particularly the adoption of sophisticated practices, that will differ 

from previous studies, where the majority examined the effect of manufacturing 

technologies. This research will examine the effect of service firm's technology and its 

effect on adopting sophisticated management accounting practices.

To this end, the research measured technology to find out the level of application of 

technology in financial Jordanian companies and broke it down with three levels namely; 

the technology infrastructure; information technologies; and production technologies, by 

asking the respondents questions in terms of the level of computerisation of the financial 

department; the level of network connection within the financial department and with other 

departments; the usage of six information technologies that were selected according to the 

most appropriate ones that could be used and needed by the financial sector; and finally 

the usage of five production technologies. Once again, the selection of the production 

technologies was basis according to the most appropriate ones which could be used and 

needed by the financial sector. See the questionnaire design section that follows for more 

information.
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4.3.3.5 Organisation life cycle variable:

According to the literature review the corporate life cycle is a significant element in the 

explanation of the development of all aspects of the firms across the life cycle phases. 

However, the corporate life cycle perspective has rarely been used in management 

accounting studies (Moores, Yuen, 2001).

In order to employ the organisation life cycle perspective to explain its effect on the 

respondents' companies and upon the sophistication of management accounting, the 

current research applied Miller and Friesen's corporate life cycle model that is reported and 

explained in the literature review chapter (Miller, Friesen, 1984).

Accordingly, the next step after determining the model to be employed regarding the life 

cycle stages was to determine at which stage of the life cycle stages each of the 

respondents' companies is located by following the criteria Miller and Friesen adopted to 

determine at which stage each company is located. Thus, the Miller and Friesen criteria are 

implemented as the main method to identify each of respondents' stage on the five stage, 

corporate life cycle where the model, Miller and Friesen (1984).

The following criteria were those Miller and Friesen utilised for classification and 

identification of the organisation life cycle stages and that the current research followed as 

the main method of classification:
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Table 4.1: Miller and Friesen (1984)

Stage
Birth

Growth

Mature
 ^ ̂^-^  
Revival

Decline

Criteria
Firm is less than 10 years old, has informal structure and is dominated by owner-manager.

Sales growth greater than 15 %, functionally organised structure, early formalisation of policies.

Sales growth less than IS %, bureaucratic organisation.

Sales growth greater than IS %, diversification of product lines, use of sophisticated controls and planning systems.

Demand for products levels off, low rate of product innovation, profitability starts to drop off.

According to the literature review of the corporate life cycle, and to be consistent with the 

objectives of the research, each stage has distinct configurations that include: age; 

structure; strategy; leadership style; and the decision making style (Miller, Friesen, 1984; 

Moores, Yuen, 2001).

Consequently, the research asked questions in terms of each of these configurations to 

determine at which stage each of the respondents firms is located by utilising the following 

instruments:

  Use self categorisation measure as some of the studies did, in order to identify the 

stage at which the respondent company is located, and by asking the respondents to 

identify their current life cycle stage (Auzair, Langfield-Smith, 2005; Kallunki, 

Silvola, 2007).

  Use the age of the company (determined through number of years since 

establishment) and size of the company (determined through number of employees) 

in order to ascertain and validate the self categorisation that each of respondents 

understood, match and are consistent with the classification that Miller and Friesen 

employed (Moores, Yuen, 2001; Miller, Friesen, 1984).
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The current research appended at the beginning of each stage a brief of the main 

distinctive characteristics of each stage (form of structure, strategy, decision making 

style and leadership style), in order to assist the respondent to identify the correct 

stage in which they located their company.

Table 4.2: Distinctive features of each stage which is used in the self categorisation measure

Life cycle stage

Birth

Growth

Maturity

Revival

Decline

The distinctive features of each stage

Small firms, Dominated by owner manager, Informal structure, Highly centralised, 
Considerable innovation, strategy and substantial risk taking.

Medium firms, Multiple shareholders, Some formalisation of structure, Functional basis of 
organisation, Broadening of product market scope into closely related areas, strategy, and rapid 
growth.

Large firms, Formal, bureaucratic structure, Functional basis of organisation, Consolidation of 
product market, strategy, Focus on efficiently supplying a well-defined market, and slower 
growth.

Very large firms, Divisional basis of organisation, High differentiation, strategy of product 
market diversification movement into some unrelated markets and high risk taking and 
planning, and rapid growth.

Market size firms, Formal, bureaucratic structure, Mostly functional basis for organisation, and 
slower growth.

The research applied these configurations (age, structure, strategy, leadership style and the 

decision making style) and combined them together as one variable under the name of the 

life cycle stage variable and examined the influence of the life cycle stage variable upon 

the sophistication of management accounting practices across the life cycle model. In this 

current research differs from most of the prior studies that place emphasis upon the effect 

of each of these elements individually rather than the cumulative effect they exert at each 

stage.
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To this end, the research asked the respondents to answer questions relating to the stage at 

which their company resides, these were: the age of the company (number of years since 

establishment); size of the company (number of employees); net sales growth (percentage); 

as well as asking them to select the stage at which their company resides.

More illustration is reported in the questionnaire design section and additionally in the 

analysis section. The research clarified in more detail the classification of the firms 

according to the corporate life cycle configurations and examined the consistency between 

the self selection of life cycle stages by the respondents and the age of the companies (by 

number of years since establishment), size of the company (number of employees), and net 

sales growth (percentage).

4.3.3.6 Business type variable:

The Jordanian financial sector is classified into four sub-sectors, namely, banking, 

insurance, diversified financial services and real estate (Ministry of Industry and Trade, 

2007), and according to the literature review each of these sub-sectors differ from the other 

in many terms such as net sale growth, age, contribution to the domestic economy, and the 

type of products and services that they produce. This encourages the examination which 

gives more motivation to examine of the difference between these sub-sectors in terms of 

the level of sophistication of management accounting.

Therefore, the current research measured the business type by asking respondents to 

determine which of the four sub-sectors their companies belongs to in order to identify
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each respondent company typed to facilitate comparing the different level of management 

accounting practices adopted among the sub-sectors.

4.4 Research theoretical framework

M ana«tnent accountant cutties 

(Dependent variable)

Sophistication of operations

ftcfesional competence

Technology

Organization life cyde

Business type

Costing system

Budgeting

Performance evaluation

Decision making Practices

Strategic analysis

Sophistication level of management accounting practices

(Dependent variable)

Stage (1) cost determination and financial control

State (2) information for management planning and control

Stage (3) reduction of resource wiste in business processes

ive resource use

Figure 4.1: Research theoretical framework
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4.5 Hypotheses of the research:

By using the deductive approach, which is based on addressing the research question 

followed by the research hypotheses, Hussey (1997), and Kumar (2005) emphasised the 

important role of hypotheses for ensuring clarity.

Hence, the current research addressed the research questions that are consistent with the 

objectives of the research, and stated the questions as hypotheses. According to the 

deductive approach the hypotheses will identify the independent variable and the 

dependent variable (Hussey, 1997).

Thus, with regard to consistency of the objectives and questions of the research, the current 

research identified the dependent variable by the sophistication level of management 

accounting practices and the independent variables were identified to be the six following 

variables: organisation size; sophistication level of operations; professional competence; 

technology; organisation life cycle stages; and business type.

Additionally, the current research attempted to investigate the same six contingent 

variables and their effect upon the usage of each group of management accounting 

practices (costing system, budgeting, performance evaluation, decision making and finally 

strategic analysis). Therefore, the research identified the dependent variable by each group 

of management accounting practices and the independent variables were identified to be 

the six contingent variables mentioned earlier.

There are two types of hypotheses, namely; the null hypothesis that predicts no difference 

between comparison groups or association among tested variables, and the alternative
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hypothesis that predicts either a simple difference (two-tailed hypothesis) or a difference in 

a particular direction (one-tailed hypothesis) (Kumar, 2005).

Underpinned by reviewing the literature, the current research formulated the hypotheses 

according to the alternative hypothesis based on one tailed-tailed hypothesis (difference in 

a particular direction) as presented below:

4.5.1 Research hypotheses regarding the extent of usage of management accounting 

practices.

No.l: There is a positive association between the age of the company and extent of usage of management 

accounting practices in the Jordanian financial sector.

No.2: There is a positive association between the net sale growth and extent of usage of management 

accounting practices in the Jordanian financial sector.

No.3: There is a positive association between the number of employees of the company and extent of usage 

of management accounting practices in the Jordanian financial sector.

No.4: There is a positive association between the sophistication level of operations and extent of usage of 

management accounting practices in the Jordanian financial sector.

No.5: There is a positive association between the training courses attendance and extent of usage of 

management accounting practices in the Jordanian financial sector.

No.6: There is a positive association between the number of academic degrees and extent of usage of 

management accounting practices in the Jordanian financial sector.

No. 7: There is a positive association between the number of professional certificates and extent of usage of 

management accounting practices in the Jordanian financial sector.

No.8: There is a positive association between the computerisation of the accounting departments and 

extent of usage of management accounting practices in the Jordanian financial sector.

No.9: There is a positive association between the network connections and extent of usage of management

accounting practices in the Jordanian financial sector.
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No.10: There is a positive association between the usage of production technologies and extent of usage of 
management accounting practices in the Jordanian financial sector.

No.ll: There is a positive association between the usage of information technologies and extent of usage 
of management accounting practices in the Jordanian financial sector.

No.12: There is a positive association between the stage of organisation life cycle and extent of usage of 
management accounting practices in the Jordanian financial sector.

No.13: There is a positive association between the business type and extent of usage of management 
accounting practices in the Jordanian financial sector.

4.5.2 Research hypothesises regarding the sophistication level of management 

accounting practices

No.l: There is a positive association between the age of the company and the sophistication level of 
management accounting practices in the Jordanian financial sector.

No.2: There is a positive association between the net sale growth and the sophistication level of 
management accounting practices in the Jordanian financial sector.

No.3: There is a positive association between the number of employees of the company and the 
sophistication level of management accounting practices in the Jordanian financial sector.

No.4: There is a positive association between the sophistication level of operations the sophistication level 
of management accounting practices in the Jordanian financial sector.

No. 5: There is a positive association between the training courses attendance and the sophistication level 
of management accounting practices in the Jordanian financial sector.

No.6: There is a positive association between the number of academic degrees and the sophistication level 
of management accounting practices in the Jordanian financial sector.

No.7: There is a positive association between the number of professional certificates and the sophistication 
level of management accounting practices in the Jordanian financial sector.

No.8: There is a positive association between the computerisation of the accounting departments and 
extent of usage of management accounting practices in the Jordanian financial sector.
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No.9: There is a positive association between the network connections and the sophistication level of 

management accounting practices in the Jordanian financial sector.

No.10: There is a positive association between the usage of production technologies and the sophistication 

level of management accounting practices in the Jordanian financial sector.

No.ll: There is a positive association between the usage of information technologies and the 

sophistication level of management accounting practices in the Jordanian financial sector.

No.12: There is a positive association between the stage of organisation life cycle and the sophistication 

level of management accounting practices in the Jordanian financial sector.

No.13: There is a positive association between the business type and the sophistication level of 

management accounting practices in the Jordanian financial sector.

4.6 Research methodology 

4.6.1 Introduction

There are two main approaches to research depending upon the objectives that the research

is seeking to achieve, namely; positivism (quantitative or deductive approach) and

phenomenological (qualitative or inductive approach) (Hussey, 1997).

The positivism is defined as "an epistemological position that advocates the application of

the nature science to the study of social reality and beyond".

And on the other side the phenomenological approach is defined as "predicted upon the

view that a strategy is required that respects the differences between people and the

objective meaning of social action" (Bryman, 2007).

To illustrate the differences between the two approaches, their distinctive characteristics

and the circumstances of their employment are presented in the table below: (Saunders,

2007; Kumar, 2005).
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Table 4-3: Distinct features of the deductive and inductive approach
Deductive approach Inductive approach

Moving from theory to data

The need to explain causal relationship between

variables

Based on quantitative data

Researcher independence of what is being researched

Concerned with hypothesises testing

Generalises from sample to population

High large samples

Reliability is high but validity is low

A close understanding of the research context

A more flexible structure to permit changes of research

emphasis as the research progress

Based on qualitative data

Concerned with generating theories

A realisation that the researcher is part of the research

process.

Uses small samples

Reliability is low but validity is high

To ensure conformity with the objectives of the research, the current research employed the 

quantitative approach and the qualitative approach at the same time which is called the 

multi-method approach. Using a multi-method approach based on combining both 

quantitative and qualitative methods in the same study can generate advantages that mean 

different methods can be used for different purposes in a study (Saunders, 2007).

Consequently, the use of a multi-method approach leads to triangulation, which refers to 

the use of different data collection methods within a single study in order to ensure that the 

data meets the aims of the study. According to Kumar (2005) each method, tool and 

technique has its unique strength and weakness. In other words, there is an expected 

relation between the data collection method which is employed and the result that is 

obtained from that method. Therefore, to avoid the weakness that may occur, based upon 

one method of collecting data, the current research was based upon approaches, the 

quantitative and qualitative, to collect the data.

120



Chapter Four_______________________Research Design and Methodology

The multi-method approach is consistent with the current research that underlies the 

utilisation of both questionnaire and interview as the instruments of collection of data in 

order to give confidence and validity to the research findings.

Bryman (2007) indicated to the supportive role that the qualitative approach plays to 

facilitate the quantitative approach has two main issues; first providing the hypotheses that 

the qualitative approach tends to be unstructured and open-ended which will be useful to 

test hypotheses which will subsequently be tested by the quantitative approach.

The present research utilised both exploratory and explanatory research strategies. 

According to Saunders (2007) it is acceptable to utilise more than one research strategy in 

the same study if the study has more than one purpose. It will be exploratory in terms of 

finding out the current status of management accounting practices in the Jordanian 

financial sector and the level of the sophistication of management accounting practices 

based on the IF AC model. Moreover, to identify the main the role of management 

accounting information and to identify the type main of management accounting 

information that is needed in the Jordanian financial sector.

Therefore, the exploratory research strategy will be appropriate to achieve the first aim of 

the research, because it affords a valuable means of finding out the current status of the 

phenomena and the role of management accounting that are the objects of the study 

(Saunders, 2007).

Alongside this, the research carried out an explanatory study to fulfil the third and fourth 

objectives of the research, in this aspect the explanatory research strategy is based on the
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causal relationship between variables and attempts to explain the situation according to the 

correlation between the variables that will be suitable to the current research and 

consistence with its objectives (Saunders, 2007).

The explanatory strategy employed in order to explain the current level of management 

accounting practices sophistication is based on the contingency theory by examining six 

contingent variables namely: organisation size; sophistication level of operations; 

professional competence; technology; organisation life cycle stages; and business type, that 

were referred to in the literature review.

4.6.2 Data collections method

There are two main methods of gathering data; first, through secondary data collection and 

second through primary data collection. However, the current research is reliant on two 

methods to gather the data:

4.6.2.1 Secondary data collection

Secondary data refers to data that are collected by researchers for the purpose of more 

information. They are one of the cheapest and easiest means of access to information. Such 

data can be used to provide enough information to actually resolve the problem being 

investigated, it can be a valuable source of new ideas, it will be of use in the collection of 

primary data, helps to identify the population, select the sample and identify the parameters
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of primary research, it can also serve as a reference base against which to compare the 

validity or accuracy of primary data.

The main sources of secondary data are: technical publications, books, journals, e-journals, 

trade association information, private data services and computer databases (Saunders, 

2007). However, books and journals, government publications, records and computer 

databases are the most used in general and particularly in the current research.

4.6.2.2 Primary data collection

Several methods can be used to gather primary data and the choice of method depends 

upon the purpose of the research, the resources available and the skills of the researcher. 

An essential factor which should be considered when choosing the methods of collecting 

data is to use a clear and understandable method to ensure collection of quality data and 

avoid bias (Kumar, 2005).

Therefore, the current research depends on two main methods of primary data collection, 

namely; questionnaire and semi-structured interview, as both of them are applicable to the 

objectives which the research aims to achieve and they complement and consolidate each 

other.
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4.6.2.2.1 Questionnaire

A questionnaire is a list of carefully structured questions that are chosen after considerable 

testing, with a view to eliciting reliable responses from a chosen sample. In addition, a 

questionnaire is one of the most important methods that is used to collect data, and the 

most appropriate method to explanatory research, based on examining and explaining the 

relationships between the variables (cause-effect relationships) that are appropriate to the 

aims of the current research which are to investigate the association between the 

contingency variables and the level of management accounting practices sophistication in 

the Jordanian financial sector (Hussey, 1997).

There are several ways to administer the questionnaire; the postal questionnaire, collection 

questionnaire and online questionnaire. There are some factors that influence the selection 

of the questionnaire which are related to the research objectives: characteristics of the 

respondents; importance of reaching a particular person as respondent; size of the sample; 

the type of questions that the research wants to ask and the number of questions which the 

research will ask (Saunders, 2007).

As a result, the current research administered the questionnaire by implementing a self 

collected questionnaire method for the following reasons; to ensure a high response rate by 

contact with the research population, and to explain and clarify the questions. Furthermore, 

from the understanding of the respondents' characteristics, the researcher considered the 

culture of the Jordanian business which preferred face to face communication particularly 

when participating in studies. A most of the financial sector companies are located in the
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capital Amman, centralised in particular places, it is easy to administrate the questionnaire 

this way.

In addition the size of the sample that the researcher selected was not a large sample and 

this made it reasonably easy to administer the questionnaire by the self collected 

questionnaire method. Furthermore, it was cheaper than other ways of administering the 

survey.

The questionnaire method as a means of collecting data has some advantages. 

Nevertheless, like other data collection methods, it has some disadvantages (Kumar, 2005) 

that can be summarised as follows:

Advantages of a questionnaire:

  The researcher will able to collect all responses in a short period of time.

  It is less expensive, by not interviewing respondents there will be savings of time, 

human and financial resources; especially with a large population.

  It enables the researcher easily to check that the sample is representative.

  It offers anonymity, based on the fact that there is no face to face interaction 

between the respondents and interviewer.

  It provides sufficient time to help respondents think about the questions and answer 

accurately.

  Data can be collected in a standardised form that facilitates analysis and aids 

comparability.
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Disadvantages of a questionnaire:

  Application is limited.

  Response rate is low.

  There is self-selection bias that may occur by respondents deliberately giving false 

answers in order to whether appear intelligent or to conceal personal information, or 

to avoid embarrassment.

  Opportunity to clarify issues is lacking where there is not any opportunity to correct 

any misunderstanding by respondents or answer any queries the respondents may 

have.

  Spontaneous responses are not allowed and the response to a question may be 

influenced by the response to other questions.

Therefore, to overcome the disadvantages of the questionnaire the current research carried 

out semi-structured interviews alongside the questionnaire. In addition, a pilot study was 

carried out by unstructured interview to refine the questionnaire design.

4.6.2.2.2 Semi-structured interviews

A simple definition of an interview is" a purposeful conversation between two or more 

people" and an interview helps to gather valid and reliable data. There are three types of 

interviews; structured interviews, semi-structured interviews and unstructured interviews 

(Saunders, 2007).
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According to Kumar (2005) interviews have advantages and disadvantages, for example: 

Advantages of interviews:

  It is an appropriate method for a complex situation.

  It is a useful method for collection of in-depth information.

  Information can be supplemented.

  Questions can be explained.

Disadvantages of interviews:

  Interviewing is time-consuming and expensive.

  The quality of data depends upon the quality of the interaction.

  The quality of data may vary when interviewers are used.

  The interviewer may be biased.

In the current research semi-structured interviews will be used as a supportive method to 

the questionnaire for the following reason; in semi-structured interviews lists of themes and 

questions will be covered. However, these may vary from one interview to another which 

means that the researcher can omit some questions with particular companies. In other 

words, the flow of questions depends upon the conversation. Additional questions may be 

required to explore the research questions and objectives in particular firms. This flexible 

method of collecting data overcomes the disadvantages of the questionnaire method 

(triangulation) that gain from use of the multi-approach (Saunders, 2007).
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4.7 The questionnaire administration

4.7.1 Research population

The research population is identified as "the full set of cases from which a sample is taken" 

(Saunders, 2007). Therefore, and under the concept of population, the Jordanian financial 

sector was selected as the population of the research, for the following reasons:

1. The majority of the studies in terms of management accounting practices have been 

carried out in manufacturing sectors (Adelegan, 2000; Sulaiman, Ahmad et al., 

2004; Wu, Drury, 2007). However, the financial sector and services firms in general 

have not received great attention from researchers and studies in terms of 

management accounting practices, in particular, have rarely been undertaken as the 

literature review revealed.

2. According to the knowledge of the researcher there are no studies that investigate 

the Jordanian financial sector in terms of management accounting practices. 

Therefore, this sector is worth investigation in order to provide a clear picture of the 

role of management accounting, the type of information required, and to identify 

the current status of management accounting and to eliminate the ambiguity 

regarding management accounting terms.

3. The financial sector has a significant influence on the Jordanian economy as noted 

in Chapter One.
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4. The Jordanian financial sector is comprised of four main sub-sectors, namely; 

banking, insurance, diversified financial services, and real estate, and it seemed 

sensible to investigate the differences between this sector configurations in terms of 

management accounting.

As a result, it merits investigation of the status of management accounting practices within 

this sector, that will have two main contributions; firstly in the domestic contribution to aid 

the financial sector in Jordan to ascertain the current status of management accounting 

practices within this sector, secondly to contribute the general knowledge of management 

accounting practices by examining the financial sector where there is a shortage of studies.

4.7.2 The sample

4.7.2.1 The sample frame

Sample refers to the segment of the population that is selected for investigation and the 

frame refers to the listing of all units in the population from which the sample will be 

selected (Bryman, 2007). Moreover, the appropriate sample frame depends upon the 

objectives of the research and the completeness of the sampling frame, unbiased, current 

and accurate must be bear in mind (Saunders, 2007). Consequently, the frame sample for 

the Jordanian financial sector will be obtained from the Ministry of Industry and Trade. 

Therefore, with reliance on the Ministry of Industry and Trade records at February 2008, 

the financial sector contains 104 companies divided into four sub-sectors as shown in the 

following Table 4.4.
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Table 4.4: Configurations of research sample

Jordanian financial sector
Sub-sectors

Number of companies

Banking

15

Insurance

29

Diversified financial services

27

Real estate

33

Total

104

4.7.2.2 The Sample size

It has been argued that the sample size depends upon the objectives of the research and will 

impact upon outcome of the research and the accuracy level. The sample size follows the 

judgement of the researcher and is consistent with the objectives of the research that are to 

be achieved (Saunders, 2007).

In quantitative research the sample size is determined by considering various issues; the 

level of confidence the research desires, the degree of accuracy to represent the population, 

and finally the level of variation by considering the main variables which the research 

covers (Kumar, 2005).

In some cases, depending on the size of the population and the sample frame it may be 

appropriate to use the entire population as the sample size (Hussey, 1997). Increasing the 

size of the sample increases the precision of the sample accordingly and, given the 

objectives of the current research, the researcher will take the whole population as the 

sample size for the following reasons:

1. The frame of the research consists of 104 companies with ease of access to obtain 

the data.
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2. It is possible to achieve a high degree of accuracy to represent the population by 

taking the whole population and avoiding sample error.

3. Achieves a high level of confidence by avoiding bias in selecting the sample from 

the whole population.

4. For consistency when applying the life cycle model, by taking the whole 

population, and encouraging the level of variation of the stages that exist 

throughout the operating life cycle, the research will cover the main variables.

The researcher sent questionnaires to 104 respondents using the self collected questionnaire 

method, where the research selected the 104 respondents from the Jordanian financial 

sector. The questionnaire design and structure, distribution of the questionnaire, the pilot 

study, the response rate, and validity and reliability of the questionnaire are now addressed 

in more details:

4.7.3 The questionnaire design

The questionnaire was used in the current research to collect data capable of providing an 

overview of the status of management accounting practices and its level of sophistication in 

the Jordanian financial sector and to ascertain the factors that may influence this level of 

sophistication. The questionnaire is the main data collection method used in this research.
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Consequently, given the significant role the questionnaire played in the current research, 

there were several points considered during the design of the questionnaire questions. 

These points are summarised as follows:

1. Avoid double-barrelled questions covering more than one point as respondents will 

be unsure how to respond.

2. Ensure questions are short, clear, simple and unambiguous.

3. Do not use technical or jargon questions unless confident the respondent will 

understand them.

4. Avoid suggestive or leading questions as respondents may be influenced into 

agreeing with the perceived view of the questions.

5. Asked what the questions were meant to ask (Oppenheim, 2000).

Accordingly, the researcher gave a considerable amount of attention to avoiding these 

points during the design and developed the questionnaire.

The following requirements were considered in questionnaire design to improve the 

validity of the questionnaire:

  The awareness of the research objectives.

  Divide the questionnaire into parts in order to make it understandable and avoid 

confusing the respondent.

  Start the questionnaire with easy and general questions to give the respondent more 

confidence to answer the rest of the questionnaire.

  Using simple and recognisable language.
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  Design and layout the questionnaire in a clear format to make it easy to fill in and 

answer the questions. For instance, most of the questions were set out in a table, 

particularly the management accounting practices section, asking the respondent 

just to tick the right answer, and using a reasonable font size.

  Starting each part of the questionnaire with a brief to description of what the section 

aimed to achieve and referred to.

The questionnaire and questions were developed and reviewed many times and sources 

were consulted following before the final draft emerged:

  Academic literature and existing studies conducted in different countries that had 

been carried out in the management accounting field such as Chenhall (2003), 

Chenhall and Langfield-Smith (1998), Cinquini and Tenucci (2006), Hutaibat 

(2005), Clarke (1992), Haldma and Laats (2002), Moores and Yuen (2001), and 

Silvola(2005).

  Review of specialised books and articles in terms of questionnaire design and 

administration such as Saunders (2007), Bryman (2007), Frazer and Lawley (2001), 

and Oppenheim (2000).

  Consulting expertise in the management accounting field and researchers 

conducting studies in the same area. For instance, Professor David Morris, Dr. 

Magdy Abdel-Kader, Dr Simon Parry, and others.
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Regarding the consideration of previous points and depending on the academic literature, 

relevant books, and the consultation of the scholars and professionals, the questionnaire 

was designed and accomplished including 28 questions divided into four main parts. 

The 28 questions were formulated to achieve the research objectives, namely: identify the 

current status of management accounting practices; the level of sophistication of 

management accounting practices in the Jordanian financial sector; and examine the 

influence of the six contingency variables (organisation size, sophistication level of 

operations, professional competence, technology, organisation life cycle stages and 

business type) through direct and indirect questions in order to measure these variables.

Two types of questions were used namely; close-end questions and open-ended questions. 

However, the majority of the questions were formulated close-end questions that were 

enclosed with possible answers and including a flexible answer option to the respondent 

under the name of ("other, please specify.......").

The close-ended questions type that were used in the research were divided into three

formulations:

  The first type is the multiple choice form. This type was chosen because the 

research requires specific facts, for instance to chose an option from the answers in 

the list. However, every question has an open answer for respondents to add any 

answer not listed. In addition, these types of questions are recommended by many 

researchers as they are quick and easy to answer.
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  The second type is questions with a Likert scale. This type of question is widely 

used in social science research. These types of questions were used in the research 

in order to measure the frequent usage of management accounting practices, to rank 

the importance of these practices; to determine the usage of information and 

production technologies by a five-point Likert scale (never, rarely, sometimes, 

often, very often), and a three point Likert scale was used, for instance in order to 

determined the important of management accounting practices.

  The third type is quantity questions that need specific answers by filling a blank box 

with an appropriate numerical figure. However, this type of question was needed 

particularly when the researcher required precise figures.

Both the open-ended and closed questions have advantages and disadvantages:

The advantages of closed questions:

  Required little time and are easy for respondents to answer.

  Low cost.

  Useful for testing specific hypotheses (Oppenheim, 2000).

  Easy for the researcher to analyse.

  Facilitates making group comparisons in order to compare the study with others 

studies (Bryman, 2007).

  Avoid extended writing (Oppenheim, 2000).
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The disadvantages of closed questions:

  The bias which may occur could be due to the listed possible answers (Kumar, 

2005).

  Loss of spontaneous responses (Oppenheim, 2000).

  The existence of a ready-answers list may not reflect respondents opinion and only 

reflect their degree of agreement/disagreement with the researcher's opinion 

(Kumar, 2005).

The advantages of open-ended questions:

  Such questions provide more in-depth information in both questionnaire and 

interviews.

  Provide respondents with the opportunity to express themselves freely without the 

influence of the researcher's ready-made answer list which produce variety of 

information and reduce the researcher bias, (Kumar, 2005).

The disadvantages of open-ended questions:

  Demand more effort and consideration from the respondents to answer it in contrast 

to closed questions. (Oppenheim, 2000).

  Complicated process accorded to analyse such questions, and require more time
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4.7.4 The questionnaire structure:

The questionnaire was divided into four parts in order to assist the respondents to answer 

the questions and give them a clear image of what each part was meant to be and to 

facilitate statistical analysis procedures' for instance, coding the answers, entering the data 

and selecting the appropriate statistical test. These parts consisted of the following:

Part One: the first part contained questions regarding general information and for more 

clarity it was divided into two sections, the first section was designed to obtain 

information regarding the companies characteristics, such as the age and size and 

information related to the employees in the financial department which comprised (11) 

questions.

This section is customary practice in most questionnaire surveys (for instance, Davila and 

Wouters (2006), Hutaibat (2005), and Cassia, Paleari et al. (2005).

The second section concentrated on measuring the technology elements by asking four 

main questions to cover the technologies from four aspects, namely: infrastructure 

technology; network connection network; production technologies; and finally information 

technologies.

In this section respondents were asked to rank the usage of the information and production 

technologies through a five point Likert scale (never, rarely, sometimes, often and very 

often), and were asked to determine to that extent management accounting was 

computerised and questions related to network connection.
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Part Two: this part aimed to gather information related to the role management accounting 

and management accountant skills and was built upon were adapted from previous studies, 

such as that by Abdel-Kader and Luther( 2008).

To this end, four questions were asked in order to find out the main role of management 

accounting by ranking the importance of each role via a three point Likert scale (not 

important, moderately important, and important). A question to detect that type of 

management accounting information was needed used a three point Likert scale (not 

important, moderately important, and important).

Finally, this section asked a question to determine the important skills that management 

accounting has to have by again using a three point Likert scale (not important, moderately 

important, and important).

Part Three: this part focused on management accounting practices particularly in the 

Jordanian financial sector. Therefore, this part consisted of five sections, namely: costing 

system; budgeting; performance evaluation; decision making; and finally strategic analysis. 

In this part the questions were adopted from previous empirical studies, for instance Abdel- 

Kader and Luther (2008), Adelegan (2000), Chan, Chan et al. (1997), Kowalak (2007).

Each practice within this part has been examined through two main questions, the first 

question was asked to determine the frequent usage of each practice by a five point Likert 

scale (never, rarely, sometimes, often and very often) and the second question examined 

the importance of each practice by a three point Likert scale (not important, moderately 

important, and important).
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Part Four: this part of the questionnaire contained a list of eight factors that might 

influence the sophistication level of management accounting practices in the Jordanian 

financial sector. The selection of these factors was based upon the literature review, the 

awareness of the Jordanian business environment and the review of empirical studies that 

were conducted in the Jordanian context, such as Hutaibat (2005).

At the end of the questionnaire, respondents were asked if they would like to participate in 

future research and interview and, if so, to write their telephone numbers and addresses. 

Respondents were also asked if they would like to receive a copy of the research results 

and were thanked for their participation in the current research.

It is worthwhile mentioning that the questionnaire was written in the English language as 

most of the respondents are familiar with accounting terminology in English. Translating 

the questionnaire into Arabic especially Part Three (management accounting practices), 

could have lead to confusion the respondent as there a different terms used for each 

practice in Arabic textbooks. In addition, the questions in part one, two, and four, were 

formulated in simply language that anyone with a basic knowledge of English accounting 

terms could read and understand.

Therefore, it was more appropriate to write the questionnaire in English to avoid any bias; 

although the covering letter that accompanied the questionnaire had a note offering an 

Arabic version of the questionnaire to any respondents who chose to request it.

From more information, the covering letter and the questionnaire were enclosed on 

appendix No. 1.
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4.7.5 Piloting the questionnaire

Many researchers consider it is important to cany out a pilot study before implementation 

the main research. It is essential for several reasons, mainly to refine the questionnaire and 

make sure that there are no difficulties or any weakness in completing the questionnaire. 

The pilot study seeks to:

1. Ascertain if there is a confusing worded question or ambiguity.

2. Ensure the appropriateness of the questionnaires design and the ordering of 

question sequences.

3. Provide the respondents with valuable information about any potential 

difficulties that might face them when answering the questionnaire.

4. Gauge the average time to answer the questionnaire.

5. Check the layout of the questions and the questionnaire.

Consequently, conducting the pilot study has significant influence on the research. 

Basically, it is intended to increase the response rates and validity and reliability of the 

research (Saunders, 2007). Eight companies participated in the pilot study.

The participants in the pilot study were chosen on the basis of the personal relationships 

with the researcher and recommendation from friends; they were consulted regarding the 

questionnaire design, the suitability of questions, if there should be any modifications made 

to the questionnaire before sending it to the sample population, and they were asked to 

make any suggestions which may boost the questionnaire's performance and objectives.
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All the suggestions and comments received indicated that there was no need to make any 

modification to the questionnaire as everyone was satisfied with it.

As result, the study relied on the recommendations of the eight companies and did not 

make any changes to the questionnaire, being content with the eight companies, 

considering them as a pilot study.

4.7.6 Distribution of the questionnaire

The first step in terms of distributing the questionnaire was to contact the respondent in 

each company.

The purpose of the initial contacts with the respondents was aimed to confirm the address 

of the respondents companies and to persuade the respondents to participate in the research. 

During contact with the respondents, the researcher pointed out the following:

1. A brief presentation regarding the researcher's background, for instance the 

name of the course, university, and stage of research the researcher had reached.

2. The research background and objectives.

3. The importance of the research and its contribution in the Jordanian context.

4. The importance of participating in the research.

5. The confidentiality of respondents participating in the research.
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6. Confirmed the name and the position of the person who received the 

questionnaire.

7. Pointed out that the questionnaire was hi English and discussed if there was any 

difficulty with an English version of the questionnaire, and mentioned that there 

was an Arabic version available if needed.

8. The appropriate day and time they preferred to receive a copy of the 

questionnaire.

According to the first step, 104 calls were made and the result of these calls was as follows:

  2 Companies did not want to participate for the reason that they were busy.

  3 Companies did not show any interest in participating in the research.

  1 Company did not want to participate for the reason that it was in liquidation.

  3 Companies did not answer the calls as they had changed their addresses, and they 

were removed from the sample.

  95 Companies showed interest and expressed their acceptance and willingness to 

participate in the research.

Consequently, 95 companies remained in the study population, having signified their 

acceptance and willingness to participate in the research. None of them had any problem 

with an English version of the questionnaire.
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The questionnaires were supported with a covering letter and a letter from the researcher's 

supervisor, Professor David Morris, which was sent to 95 respondents.

The covering letter aimed to encourage the respondents to complete the questionnaire and 

increase their confidence when answering the questions, in order to obtain a high response 

rate. The covering letter provided the respondents with a brief introduction to the 

researcher, including the university name, course name, the stage of the research, a brief of 

the research objectives, the importance of the research to Jordan and particularly to the 

financial sector, the importance of participating in the research, the confidential treatment 

of the information which they will provide, and the assurance that the information will be 

solely used for doctoral research, gratitude and appreciation of the respondents who agree 

to participate in the research.

On the 15 th March 2008, 95 envelopes were addressed to each of the respondents by name 

and position and enclosed within each envelop was a copy of the questionnaire, covering 

letter, and letter from the researcher's supervisor.

On the 20* April 2008, 95 questionnaires were distributed.
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4.7.7 Response rate

On the 16th June 2008, all of the questionnaires were collected. Eight weeks having been 

allowed for completion and collection of the questionnaire since their delivery.

During the stage of gathering the questionnaire some difficulties were faced by the 

researcher, namely: the delay in completing the questionnaire, missing questionnaires, and 

the absence of the person responsible for completing the questionnaire.

As a result of these difficulties and to overcome them, follow up calls were made and 

letters sent persuade and encourage the respondents to complete the questionnaire. Another 

copy of the questionnaire was provided to replace the missing ones, and finally discussion 

was undertaken with the financial departments and guidance sought as to whom might 

complete the questionnaire during the absence of the initially designated respondents.

Consequently, 67 questionnaires were returned from the 95 questionnaires distributed. 28 

respondents were recorded as non-response. 67 returned questionnaires there were three 

questionnaires isolated from the research because they were partially complete and were 

missing data.

As shown in Table 4.5 below, 64 valid questionnaires able to analysis is giving a 67.3% 

response rate; a figure that is considered a high response rate and gives more confidence to 

the validity and reliability of the questionnaire.

The table below details the response rate configuration:
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Table 4.5: Response rate configuration to the whole population

Sample Statistical figures

Total number of the Sample

Total number which refused to participate

Total number which were distributed

No response questionnaires

Returned questionnaires

Incomplete questionnaires

Valid questionnaires to analyse

Response rate

104

(9)

95

28

67

3

64

67.3 %

The Table 4.6 below illustrates the response rate configuration according to the sub- 

sectors:

Table 4.6: Response rate configuration according the sub-sectors

Sectors

Total number of companies

Refused to participate

Distributed questionnaires

Return questionnaires

Response rate for each sector

Banking

15

(0)

15

14

93.3 %

Insurance

29

(3)

26

17

65.4 %

Diversified Financial Serv.

27

(2)

25

17

68%

Real Estate

33

(4)

29

16

55.2 %

Total

104

(9)

95

64

67.3%

In terms of comparing the response rate of the current research with most of the 

management accounting studies, most of them obtained less then (40%) response rate. See 

(Anand, Sahay et al., 2004; Cinquini, Tenucci, 2006).
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According to Saunders (2007), the delivery and collection method of administration has 

achieved a moderately high response rate. In a similar context Hutaibat (2005) indicated 

that most of studies obtained a 20%-40% response rate; which was considered reasonable.

In order to increase the response rate of the questionnaire and to reduce non-response rate a 

variety of procedures were undertaken:

  Conducted pilot study after design of the questionnaire to ascertain that the 

questions are relevant, clear, easy to answer, understandable, and avoided any 

ambiguity or misunderstanding.

  Telephone calls were made with the whole sample before sending out the 

questionnaires in order to give the respondent an idea of the research aims and 

objectives, and telling them the importance of the research to the Jordanian context 

particularly the financial sector.

  A covering letter from the University of Wales, Newport signed by the researcher's 

supervisor was enclosed

  A well-written covering letter was enclosed with the questionnaire that explained 

the purpose and the importance of the research.

  Follow-up calls were made by telephone.

  A well-written follow-up letter was sent in order to remind respondents and 

encourage them to filling the questionnaire and offered them help in completing the 

questionnaire.
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  Discussions were made during distribution of the questionnaire that has a 

significant impact on the high response rate which was realized.

  Respondents were offered a copy of the research findings.

  Respondents were assured of confidentiality and anonymity.

4.8 Semi-structured interview administration

The semi-structured interviews were used as a supportive method in the current research 

after analyzing the questionnaires gathered from the sample. The main objectives in 

conducting the semi-structured interview were to confirm, support, and explain the results 

that were gained from the questionnaire analysis and provide the researcher with new 

issues that need to be investigated and to guide future research.

Consequently, the researcher carried out 14 semi-structured interviews in order to obtain 

further information in terms of the sophistication level of management accounting 

practices; the reasons for using or not using management accounting practices; the role of 

management accounting in the Jordanian financial sector; the factors that influence the 

sophistication level of management accounting practices; and any issues that were raised 

by the interviewees that might enhance the research objectives.
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4.8.1 The sample of semi-structured interview

The selection of the companies that were included in the semi-structured interviews was 

based on several steps as follows: firstly, make a list of the companies that agreed to 

participate in the interview from those who had indicated on the postal questionnaire that 

they will be willing to participate in the interview; then calls were made to the companies 

to ask them if they are willing to submit to the interview, later on a short list of the total 

companies that agreed to had the interviewed was formulated and confined 20 companies. 

Finally, 14 companies were selected from the 20 companies that represented the four sub- 

sectors and the four stages of life cycle for each sub-sector. As a result of this method of 

selection, the current research including all the sub-sectors and life cycle stages of each 

sub-sectors in order to obtain a broad picture and to obtain a representative sample of the 

whole population. The following Table 4.7 shows the configuration of the 14 interviews 

that were included in the study.

Table 4.7: The selection of interviewed companies

Sub-sector

Banking

Insurance

Diversity financial services

Real estate

Total

Life cycle stages

Birth

1

1

1

1

4

Growth

1

1

1

1

4

Maturity

1

1

1

1

4

Revival

1

1

0

0

2

Total

4

4

3

3

14

148



Chapter Four_______________________Research Design and Methodology

4.8.2 Semi-structured interview design

The design of the interview questions was based on the analysis of the questionnaire as a 

starting point to the questions and the questions were discussed with the researcher 

supervisors. Therefore, interviews started by asking the interviewees' questions relating to 

the usage of management accounting practices that were classified into five main groups, 

namely; (costing system; budgeting; performance evaluation; decision making; and finally 

strategic analysis), then questions in terms of the main factor (s) that influenced the 

decision of adopt or not adopt those practices.

After that, questions were asked regarding the role of management accounting information 

in the interviewees' companies, and the last questions were asked in terms of the factors 

that influenced the sophistication level of management accounting practices.

4.8.3 Conduct semi-structured interviews

The interviews were carried out between the 15/12/2008, 10/01/2009 by the researcher. All 

the interviewees' companies are located in the capital, Amman. The Arabic language was 

used during the interviews with some English terminologies being used when discussing 

management accounting practices.

The interviews began with the researcher providing background information including: the 

name of university where the researcher studies, the sponsor's name, the main objectives of 

the research, and an assurance that the interview would be treated in complete confidence 

and the information would be used solely for the research purposes.
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It is worth mentioning that the interviewees were encouraged add, discuss, or emphasise. In 

addition, most of the questions asked by the researcher relied on the answers of the 

interviewees, whereas each answer opened another question to ask and to discuss. This 

approach of interviewing aimed to gain as much information as possible from the 

interviewee, helped to explain and support the questionnaire analysis result, pointed out 

some important factors that influence the sophisticated level of management accounting 

practices and shed some light on new issues and ideas.

4.9 Reliability and validity of research

There are two main concepts that have to be checked in order to add additional credibility 

to the research instruments; validity and reliability (Saunders, 2007).

The first important concept to be examined in order to add more credibility to the 

research is validity. According to Kumar (2005) "validity is the degree to which the 

searcher has measured what he has to set out to measure". In other words, validity is the 

degree of the linking between the research objectives and the design to measure these 

objectives.

As mentioned previously, the most common and reliable method to improve and assess the 

questionnaire is the pilot study that was conducted before finalising the final version of the 

questionnaire, and semi-structured interview.

During the questionnaire design both academics and practitioners were consulted in order 

to refine the questionnaire and to ensure the understanding of the questions, the design of
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the questions, if it was suitable for the Jordanian environment and any suggestions that they 

believe would improve the questionnaire and make it reasonable and acceptable in the 

Jordanian context.

The second concept is reliability. According to Oppenheim (2000), "reliability refers to the 

purity and consistency of a measure", to repeatability of obtaining the same results again if 

the measure were to be duplicated. Similarly, Kumar (2005), determined distinctive 

features of reliability as a research instrument in order to call reliable research 

measurements, namely; consistent and stable, and therefore, predictable and accurate.

Accordingly, the current research attempted to achieve a high level of the reliability in two 

main ways.

Firstly, initial calls with the respondents were performed in order to explain to them what 

the main objectives of the research are and who is the appropriate person to complete the 

questionnaire. As a result of this step, when the questionnaires were distributed to the 

companies, each envelope was addressed by name to the person who agreed that he/she 

would be responsible for completing the questionnaire.

Accordingly, there is confidence in the high reliability of the questionnaire that comes from 

the assurance that the person who filled the questionnaire was the right person.

Secondly, the respondents were asked if they wanted to participate in the future interview 

and if they wanted a copy of the research findings. The results from the two questions were 

as follows: 65.6% of the respondents revealed an interest in receiving a copy of the 

research findings( which indicates the high interest in the research topic and the reliability
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of responses), furthermore, 56.3% of the respondents agreed to participate in a future 

interview which again gave more reliability to the research through the high interest in the 

research objectives; whilst the preparedness to participate further increased credibility in 

the answers and the results derived from them.

hi addition, the high interest in participating in future research and receiving a copy of the 

results, added more credibility to the research and indicated that the research questionnaire 

was understood and there is no ambiguity or confusion and the respondents who completed 

the questionnaire were the target respondents. In addition, the high response rate supports 

the research findings and gives more credibility as well.

One of the methods of determining the reliability of the research instrument is internal 

consistency that can be examined through the Cronbach Alpha test.

Accordingly, the internal consistency of the whole questionnaire was examined and it 

produced a figure revealed 0.6496; which is considered indicating an acceptancable degree 

of internal consistency.

Additionally, the researcher examined the internal consistency of management accounting 

practices according to the five classifications of practices and as a whole as shown in Table 

4.8 below.
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Table 4.8: Reliability test (Alpha Coefficient) for management accounting practices

Management accounting practices

Costing system

Budgeting system

Performance evaluation

Information for decision making

Strategic analysis

All practices

Number of practices

7

7

6

10

8

38

Alpha Coefficient

0.8288

0.8198

0.6739

0.8327

0.8241

0.9360

As a results all the groups of practices revealed well and satisfactory internal consistency 

and even when examined together remained acceptable and with a high internal 

consistency score of 0.9360.

4.10 Statistical tests

The subsequent chapters will discuss and present the results of the statistical analysis of the 

data that were gathered through the questionnaire regarding management accounting 

practices in the Jordanian financial sector.

Accordingly, this section will discuss the appropriate statistical tests that are utilised in the 

research and justification for the use of each test.

Based on the research objectives; to explore the current status of management accounting 

practices in the Jordanian financial sector; to identify the level of sophistication in 

management accounting practices; and the effect of the contingency variables upon both 

the extent of usage and the level of sophistication, the statistical analysis tests were selected 

to match these objectives and to achieve them.
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Puri (1996) indicated that there are two main types of statistical tests, namely: parametric 

and nonparametric tests. Parametric tests require a number of assumptions about the data 

being analysed and particular circumstances; the dependent variables have to be 

continuous, based on two major measurement scales (interval and ratio scales), normal 

distribution of the population from which the sample comes and no significant difference 

between two or more samples.

The nonparametric tests do not need a lot of requirements to implement, whereas the 

nonparametric tests could employ the data without normal distribution of the population 

and therefore sometimes called (distribution-free tests). They are appropriate for small 

samples, there is no necessity to the dependent variables to be continuous, which means it 

could be based on two main measurement scales (ordinal and nominal scales), and is easy 

to employ.

Therefore, non-parametric tests were utilised in the current research because most of the 

variables in the research were measured using a nominal and ordinal scales rather than an 

interval and ratio scale. Puri (1996) indicated that the appropriate type of statistical tests to 

analyse the nominal and ordinal scale is the non-parametric tests.
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According to Kinnear (2006), there are a lot of statistical analysis tests that could be 

employed in any research. However, the classification of a suitable statistical analysis test 

depends upon several considerations, including:

1- The research question.

2- The design of the research (scale of measurement).

3- The nature of the data that is required to be analysed.

4- Number of variables.

As a consequence of these considerations, the current research utilised and selected four 

statistical analysis tests, namely; descriptive statistical analysis, Bivariate statistical 

analysis, Multivariate statistical analysis, and content statistical analysis to analyse 

qualitative data. For more clarification concerning these statistical tests see Chapter Six.

4.11 Summary

This chapter has described the research design and the methodology that was used to 

achieve the research objectives. It has outlined the research design starting with 

management accounting practices in terms of classification, implementing the IF AC model, 

questions, and how to measure the practices. There was discussion of research design of the 

contingent variables in terms of research questions and how to measure them.
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The chapter has formulated the research hypotheses and the theoretical framework of the 

research developed according to the literature and the research objectives.

The main research instruments have been discussed, including their advantages and 

disadvantages, two main research methods were used in this research to collect data, 

namely, the questionnaire and semi-structured interview. The questionnaire was distributed 

to 104 companies; moreover the chapter has discussed the questionnaire design and 

structure followed by the procedures of distribution of the questionnaire and response rate.

In terms of the semi-structured interviews, the researcher undertook 14 interviews. The 

purpose for conducting the interviews, the formulation of the interviews questions, the 

sample of the interviewee respondents and finally the way of carrying out the interviews 

has been described and discussed.

156



Chapter Five__________________________Quantitative Data Analysis 

5. Quantitative Data Analysis 

5.1 Introduction

The quantitative data analysis chapter provides a clear image and useful information 

regarding the characteristics of the respondent companies in many terms; the general 

information concerning the respondent companies (for example, age, net sale growth, 

and other features); technology aspects; the role of management accounting; the extent 

of the usage and the importance of management accounting practices; and finally the 

impact of a group of contingent factors upon the sophistication level of management 

accounting in the Jordanian financial sector context.

These descriptive results, therefore, attempt to accomplish the first and the second 

objectives of the research which are; to obtain a broad overview of management 

accounting practices in the Jordanian financial sector in general, and the current state, 

including the extent of the adoption of management accounting practices; an 

examination the evolution of management accounting and at which phase, based on the 

IF AC model, that Jordan is currently placed; and finally to contribute to the knowledge 

of the role of management accounting in the Jordanian financial sector in order to 

enrich management accounting studies.

To this end, the current chapter is divided into four main sections, with a similar 

sequence to the sequence of the questionnaire; general information concerning the 

respondents' companies and technology aspects; the role of management accounting 

and accountants; the extent of management accounting usage and its importance; and 

the factors which might predict the sophistication level of management accounting 

practices. For clarify, the results are supplemented with figures and tables and
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discussion to illustrate the results. In addition, the discussion is supported by reference 

to studies that has been conducted in the same field by other researchers and association 

of the results between the current research and other studies.

The research will throw some light, in the fourth section, on the classification of 

management accounting practices according to the IF AC model in order to find out in at 

which stage the Jordanian financial sector is located in terms of the management 

accounting evolution.

5.2 Section one

Section one is divided into two parts; general information concerning the companies 

and the technology aspect.

5.2.1 General information

This first section provides general information regarding the respondent companies, 

gives a full picture attributed to each of them, and this information will assist in 

understanding the characteristics of the Jordanian financial sector on one hand, and 

could be helpful in explaining the current status of management accounting practices in 

Jordan on the other hand; as the objectives of the research were formulated to identify 

the current status of management accounting practices in terms of the importance and 

the usage of these practices, and to find out the contingency factors which might 

influence this status. The information in this section will be used in the coming chapter 

as interpreter variables (independent variables).
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5.2.1.1 Business type classification

The first question was asked in order to identify the distribution of respondents among 

the four sub-sectors of the financial sector and to identify the business type: banking; 

insurance; diversity financial services; and real estate. The following Table 5.1 shows 

the classification of the respondents according to the four sub-sectors by frequencies 

and percentages. The table shows that the distribution of the respondents is spread 

almost equally among the sub-sectors.

According to Al-Omiri and Drury (2007) the financial and service sectors had 

significantly higher levels of cost system complexity than companies operating in the 

manufacturing sector.

Table 5.1: Business type classification

Sub-sectors
Banking
Insurance
Diversity financial services
Real estate
Total

Frequency
14
17
17
16
64

Percentage
21.9
26.6
26.6
25

100%

Figure 5.1: Business type classification

Banking 

Insurance

i Diversity Financial 
services

I Real estate
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5.2.1.2 The age of companies

Respondents were asked to determine the age of the company since establishment. 

Table 5.2 below indicates that 46.9% of respondent companies were less than 10 years 

old. Moreover, 64.1% of the respondent companies were no older than 15 years and the 

average age of the respondent companies was 2.53 years.

This gives an indicator of the recent appearance of operating in the Jordanian financial 

sector in terms of their age. According to Miller and Friesen's corporate life cycle 

model a company of less than 10 years old is considered to be in the birth stage (Miller, 

Friesen 1984).

Table 5.2: Age of companies

Age
Less than 10 years
10-15 years
16-20 years
21-25 years
More than 25 years
Total

Frequency
30
11
2
1

20
64

Percentage
46.9
17.2
3.1
1.6

31.3
100 %

Additional statistical analysis
N

64
Mean

2.53
Median

2.00
Mode

1
Std. Deviation

1.773
Min

1
Max

5

5.2.1.3 Net sale growth of companies

Respondents were asked to determine the growth of the financial performance of their 

companies by selecting the net sale growth (percentage). According to the results as 

shown in Table 5.3 below 46.9% have less than 5% net sale growth and more than half 

of the respondent companies have 64.1% between (5% - 10%) net sale growth, which 

underlies once again the newly growing businesses in the financial sector. According to

the Miller and Friesen's corporate life cycle model, the companies with growth of net
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sale of more than 15% are considered to be in the growth stage; as a consequence half 

of the respondent companies are located in the birth stage according to the results.

Table 5.3: Net sale growth of companies

Net sale growth
Less than 5%
<?%-10%
11%-15%
16%-20%
More than 20%
Total

Frequency
30
11
2
1

20
64

Percentage
46.9
17.2
3.1
1.6

31.3
100%

"N

64

Additional statistical analysis
Mean
2.53

Median
2.00

Mode
1

Std. Deviation
1.773

Min
1

Max
5

5.2.1.4 Sophistication level of operations

The sophistication of operations was measured by asking the respondents to select the 

number of products or services which their companies produce/provide. Table 5.4 

below shows that almost half of the companies in the sample produce/provide less than 

10 products/services by 40.6% and 84.4% from the respondent companies 

produce/provide less than 20 products/services. These figures give an obvious indictor 

to the simplicity of operations that the Jordanian financial sector has produced 

/provided to its customers.

Table 5.4: Sophistication level of operations

Sophistication of operations
4 products/ services
S - 10 products/ services
Jl-20 products/ services
Jl - 40 products/ services
.41 - 80 products/ services
More than 80 products/ services
Total

Frequency
26
17
11
5
3
2

64

Percentage
40.6
26.6
17.2
7.8
4.7
3.1

100%
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Additional statistical analysis
N

64
Mean

2.19
Median

2.00
Mode

1
Std. Deviation

1.344
Min

1
Max

6

5.2.1.5 Number of employees

The number of employees question shows that 54.7% of the respondents answered that 

they had less than 50 employees, and Table 5.5 below shows that almost three-quarters 

of the respondent companies (78.2%) had less than 300 employees, which is considered 

as small or medium type of businesses compared with developed countries; the UK for 

instance. A study conducted by Robert H. Chenhallu and Kim Langfield-Smithu (1998) 

indicated that 16% of their sample had less than 200 employees and 44% had between 

500-2500 employees which explains the difference in the company size between the 

Jordanian financial sector and developed countries.

Table 5.5: Number of employees

Number of employees
Less than 50 employees
50- 150 employees
151-300 employees
301-450 employees
More than 450 employees
Total

Frequency
35
9
6
4
10
64

Percentage
54.7
14.1
9.4
6.3
15.6

100%

Additional statistical analysis
N
64

Mean
2.14

Median
1.00

Mode
1

Std. Deviation
1.521

Min
1

Max
5
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5.2.1.6 Qualification of accounting department staff

Respondents were asked to categorise the accounting department employees according 

to the possession of qualification degrees by listing the qualifications that the 

employees might possess from the Jordanian education system. The results in the 

following Table 5.6, shows that the highest qualification that the employees possess is 

an accounting degree by 27.30 mean score, followed by 7.70 mean score to the 

employees with secondary school or diploma, then the employees with relevant degrees 

by 3.86 mean score. The results imply that the general orientation in the Jordanian 

financial sector is to recruit qualified employees. There is an awareness of the 

importance of qualified staff, but the reason for the high ranking staff that possess 

secondary school and diplomas, is that it costs less to recruit them. 

In addition, the analysis revealed that the average number of staff working in the 

accounting department is 40 employees.

Table 5.6: Qualification of accounting department staff

The main statistical analysis

Qualification degrees

Accounting degree

Relevant degrees such as MBA

Irrelevant degrees such as psychology

Secondary school or diploma

Other, please specify.. ...................

Total number of employees

N

64

64

64

64

64

64

Mea

27.30

3.86

0.52

7.70

1.00

40.38

Median

5.00

0.00

0.00

0.00

0.00

8.00

Mode

3

0

0

0

0

3

Std. Deviation

127.697

10.571

1.960

32.370

4.133

160.117

Min

0

0

0

0

0

2

Max

1007

68

13

226

30

1194
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5.2.1.7 Professional certificates of accounting department staff

Alongside qualification degrees, respondents were asked to determine the number of

employees who possess professional certifications and the research attempted to

demonstrate the most popular professional certificates in the accounting field and to

bear in mind the Jordanian professional certificates as well.

The results from this question show that Jordanian Certified Public Accountant (JCPA)

is the most professional certificate as the employees with this qualification have a 0.75

mean score, then comes the American Certified Public Accountant (CPA) with a 0.59

mean score, as shown in the following Table 5.7.

In general, the result reveals that there is a lack of professional certificates in the

Jordanian financial sector.

Table 5.7: Professional certificates of accounting department staff

The main statistical analysis

Professional certificates

British certified management

American certified management

British certified public accountant

American certified public accountant

Jordanian certified public accountant

Other, please specify........... ..........

Total number of employees

N

64

64

64

64

64

64

64

Mean

0.11

0.36

0.00

0.59

0.75

0.19

2.00

Median

0.00

0.00

0.00

0.00

0.00

0.00

1.00

Mode

0

0

0

0

0

0

0

Std. Deviation

0.620

0.675

0

0.904

1.184

0.500

2.233

Min

0

0

0

0

0

0

0

Max

4

3

0

4

5

3

9
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5.2.1.8 Life cycle stages

Classifying the respondent companies according to the life cycle stages is one of the 

critical points that will serve to achieve the third objective of the research, namely, to 

examine the effect of the life cycle stages upon the level of sophistication of 

management accounting practices. To this end the respondents were asked to classify 

their companies according to the life cycle stages by using the self measurement 

method, with respondents being provided with the distinctive features of each stage in 

order to help them to avoid any misunderstanding.

The result shows that 26.6% are located in the first stage and 40.6% in the second stage. 

This shows that 67.2% of the respondent companies are located in the first two stages, 

which supports the interpretation of the previous questions which revealed that the 

Jordanian financial sector is a youth sector and the results of this question confirm this 

conclusion. For more illustration see Table No.5.8 and Figure 5.2 below.

Table 5.8: Classification of companies cross life cycle stages

Life cycle stages
Birth
Growth
Maturity
Revival
Total

Frequency
17
26
17
4

64

Percentage
26.6 %
40.6 %
26.6 %
6.3 %
100%

Figure 5.2: Classification of companies cross life cycle stages

I Birth 

I Growth 

» Maturity 

• Reviva
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It is worthwhile clarifying the classification of the sub-sectors according to the life 

cycle stages model as this might be helpful in the following analysis. Accordingly, 

Table 5.9 below shows that the banking sub-sector is the oldest sector in terms of the 

life cycle stage as 64.3% are located in the maturity stage and 14.3 % in the revival 

stage. The insurance companies come second in terms of the life cycle stages, as 35.3% 

are located in the last two stages and most of the diversity financial services companies 

are located in the second and third stage with 76.5%, and 11.8% respectively. Finally 

almost all of the real estate companies have been located in the first stage with 75%. 

These figures will help with the interpretation of differences among the sub-sectors in 

terms of the adoption of management accounting practices. 

For more illustration see Table 5.9 and Figure 5.3 below.

Table 5.9: Classification of sub-sectors cross life cycle stages

Sub-sectors

Banking
Insurance

Diversity financial services
Real Estate
All sectors

Birth
frequency

1

2
2
12
17

%

7.1
11.8
11.8
75

Growth
frequency

2
9
13
2

26

%

14.3
52.9
76.5
12.5

Maturity
frequency

9
4

2
2

17

%

64.3
23.5
11.8
12.5

Revival
frequency

2
2
0
0
4

%

14.3

11.8
0
0

Total

14
17
17
16
64

Figure 5.3: Classification of sub-sectors cross life cycle stages

Birth Growth Maturity Revival

• Banking

• Insurance

a Diversity Financial services

• Real Estate
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5.2.1.9 Frequency of training courses attendance

The last question in the first section was to question respondents regarding the number 

of training courses they have attended per year in terms of accounting training courses. 

Table 5.10 below shows almost all of the respondent accounting departments have been 

attended training courses by 81.2% and there is diversity regarding the number of 

courses attended per year.

37.5% of respondent accounting departments have been attending training courses once 

a year. In general the results revealed that there is an awareness of the importance of 

training courses in order to improve the performance of the accounting department 

employees and update them with any new practices in the accounting filed.

To sum up, the research revealed that the average number of training courses which the 

accounting department employees attend in the respondent companies is two per year.

Table 5.10: frequency of attending training courses

Attending training courses
One per year
Two per year
Three per year
Never
Total

Frequency
24
15
13
12
64

Percentage
37.5
23.4
20.3
18.8

100.%

Additional statistical analysis
N
64

Mean
2.20

Median
2.00

Mode
1

Std. Deviation
1.143

Min
1

Max
4
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5.2.2 Technology aspects

The second part of section one of the questionnaire contained four main questions that 

were formulated in order to cover the technology variable from four perspectives: the 

computerisation of the accounting department; the network connections within the 

accounting department and with other departments; the extent of usage of production 

technologies; and finally the extent of usage of information technologies. The aim of 

this section is to examine the effect of each of these aspects upon the sophistication of 

management accounting practices that will lead to achieve the attainment of the fourth 

objective of the research, namely, investigate the effect of the contingent variables 

upon the extent of usage of management accounting practices in the Jordanian financial 

sector, and investigate the effect of the contingent variables upon the sophistication 

level of management accounting practices in the Jordanian financial sector.

5.2.2.1 The extent of computerisation of the accounting department

The first question in the technology section was aimed at finding out how many of the 

accounting departments in each of the respondent companies had been computerised. 

Therefore, respondents were asked to indicate the level of computerisation. Table 5.11 

shows that there is no less than 50% computerisation in any company which indicates a 

high usage of computers in the accounting departments, since 90.6% of the respondent 

companies have been almost fully computerised.
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Table 5.11: The extent of computerisation of the accounting department

The extent of computerisation
50% computerised
75% computerised
Fullv computerised
Total

Frequency
6

21
37
64

Percentage
9.4

32.8
57.8

100%

Additional statistical analysis
N
64

Mean
1.52

Median
1.00

Mode
1

Std. Deviation
.666

Min
1

Max
3

5.2.2.2 The extent of network connections of the accounting department

hi terms of the network connections, respondents were asked to identify the level of 

network connections within the accounting department and with other departments in 

terms of accounting transactions.

Table 5.12 below shows that more than half of the respondents have fully connected 

networks within the accounting departments with 67.2% and 26.6% of the respondent 

companies being found to be at least partly connected. However, from another 

perspective regarding the connection with other departments, it is obvious that there is 

less network coverage compared with that within accounting departments, a differential 

of 32.8%.

Therefore, the research revealed that almost all the respondent companies have network 

connections within their accounting departments but less connectivity with other 

departments. This conclusion might explain the difference among companies in terms 

of the adoption of management accounting practices and could be used as an 

interpretation instrument in further investigations that will be carried out in the 

subsequent chapter.
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Table 5.12: The extent of networks connection of the accounting department

Networks

Fully connected
Partly connected
\ot connected
Total

Within the accounting department
Frequency

43
17
4

64

percentage
67.2
26.6
6.3

100.0

With other departments
Frequency

21
26
17
64

Percentage
32.8
40.6
26.6
100.0

Within
With others

Additional statistical analysis
N
64
64

Mean
1.39
1.94

Median
1.00
2.00

Mode
1
2

Std. Deviation
.607
.774

Min
1
1

Max
3
3

5.2.2.3 Production technologies

The respondents were ranked by the usage of five production technologies and as Table 

5.13 below shows, the most usage is of Just-In-Time technology with a mean score of 

1.80 mean score, followed by Total Quality Technology ; 1.72 mean score. This is 

followed by the other production technologies as shown in the Table below. However, 

there are fewer respondent companies that have used production technologies, as the 

entire mean scores are very low and Figure 5.4 below gives more illustration.

This conclusion could be explained by the fact that most of these production 

technologies are more applicable to the manufacturing sector rather than the financial 

sector, since the financial sector relies more on providing services.

Table 5.13: The extent of usage of production technologies

__ Production technologies
Just in Time (JIT)
Total Quality (TO)

Material Requirements Planning (MRP)
Computer Aided Manufacturing (CAM)
Computer Aided Design (CAD)

N
64
64
64
64
64

Mean
1.80
1.72
1.66
1.61
1.59

Minimum
1
1
1
1
1

Maximum
5
5
5
5
5

Std. Deviation
1.184
1.046
1.116
1.002
1.065
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Figure 5.4: The extent of usage of production technologies

JIT

i Never

I Sometimes

I Very Often

TQ MRP CAM CAD

5.2.2.4 Information technologies

Contrary to the conclusion from the last question, the results from the question related 

to information technologies, respondent companies revealed that they have more 

frequent usage of information technologies, since management accounting systems 

(MIS) technologies were ranked the highest usage with a mean score of 3.16, followed 

by decision support systems (DSS), and then come other information technologies.

The research revealed that the Jordanian financial sector more frequently used 

information technologies than production technologies. Figure 5.5 below demonstrates 

the frequent usage of information technologies according to the answers of the 

respondent companies.

Table 5.14: The extent of usage of information technologies

Information technologies
Management Information Systems (MIS)
Decision Support Systems (DSS)
Executive Information Systems (EIS)

.Expert Systems (ES)
Expert Decision Support Systems (EDSS)
Group Decision Support Systems (GDSS)

N
64
64
64
64
64
64

Mean
3.16
2.47
2.31
2.17
2.06
1.69

Minimum
1
1
1
1
1
1

Maximum
5
5
5
5
5
5

Std. Deviation
.439
.458
.446
.375
.246
.111
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Figure 5.5: The extent of usage of information technologies

I Never

I Somctimes

I Very Often

MIS DSS ES EIS EDSS GDSS

5.3 Section two

In order to explore the importance of management accounting in the Jordanian financial 

sector in terms of the role of management accounting, the type of management 

accounting information, and the management accountant skills, the second section 

aimed to achieve this objective by asking the respondents to rank the importance of four 

questions covering the four elements as follows:

5.3.1 Specific department called "management accounting department"

Table 5.15 below shows that 37.5% of the respondent companies had a specific 

department called "management accounting", 40.6% do not have such a department, 

and finally 21.9% have the same department but under a different name.

Therefore, the research shows that 59.4% of the sample had a specific department for 

management accounting that reflects the awareness of the management accounting role 

and tasks, and the diversity of titles that are used by the management accounting 

department such as financial analysis, strategic planning, and others.
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Table 5.15: Department called "management accounting department"

Department called " management accounting department"
Yes
No
The same department but under different name
Total

Frequency
24
26
14
64

Percent
37.5
40.6
21.9

100.0

5.3.2 Types of management accounting information

In order to identify and explore the actual need for management accounting information 

and compare to it with the actual applications to discover if there is a shortage in the 

type of information that the companies needed, therefore, respondents were asked to 

determine the type of management accounting information that is important to their 

companies.

As Table 5.16 below shows, the highest type of information is reporting directly to the 

line manager with a 2.64 mean score, followed by available immediately upon request 

information type with 2.62 mean score; then comes updated and made available on a 

real time basis; available on a systematic, regular, short time basis by 2.61, 2.59 

respectively. Moreover, this result will be compared later on with the actual 

management accounting practices that are already used to find out if there is a gap 

between what is needed and what is exists.

5.16: Types of management accounting information

Types of management accounting information
Reported direct to the line manager

Available immediately upon request

Updated and made available on a real time basis

Available on a systematic, regular, short time basis

N

64

64

64

64

Mean

2.64

2.62

2.61

2.59

Min

1

1

1

1

Max

3

3

3

3

Std. Deviation

.545

.577

.681

.610
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5.3.3 The role of management accounting

The respondents ranked the role of management accounting in terms of the importance 

as shown in Table 5.17 below. The most important role was cost determination and 

financial control with a mean score of 2.66, followed by information for management 

planning and control with a mean score of 2.64, then creation of value through effective 

resources use with a mean score of 2.44, and finally reduction of resource waste in 

business processes with a mean score of 2.31.

Table 5.17: Roles of the management accounting system

The role of management accounting system
Cost determination and financial control
Information for management planning and control
Creation of value through effective resources use
Reduction of resource waste in business processes

N
64
64
64
64

Mean
2.66
2.64
2.44
2.31

Min
1
I
1
1

Max
3
3
3
3

Std. Deviation
.511
.601
.687
.774

5.3.4 Management accounting skills

According to the literature review, skills were considered to be vital and significant 

elements to improve employee careers. Therefore, respondents were asked to rank the 

importance of listed skills to their employees and particularly to the management 

accounting departments' employees. The result of this question leads to the conclusion 

that all the listed skills in Table 5.18 below were considered to be important to every 

accountant employee.

The ability to work in a team was classified as the most important skill, with a mean 

score of 2.89 and the lowest skill in term of the importance is written and verbal 

communication with a mean score of 2.69. For more details see Table 5.18 below.
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Table 5.18: Management accounting skills

Management accounting skills
Ability to work in a team
Accounting knowledge
Business knowledge
Analytical skills
Written and verbal communication

N
64
64
64
64
64

Mean
2.89
2.88
2.69
2.69
2.69

Minimum
1
2
1
1
2

Maximum
3
3
3
3
3

Std. Deviation
.362
.333
.500
.500
.467

5.4 Section three

According to the research objectives, exploring the usage and the importance of each of 

the management accounting practices within the Jordanian financial sector is one of the 

critical objectives that will help in classifying the respondent companies according to 

the IF AC model, as a mean of identifying the sophistication level of management 

accounting in a Jordanian context.

Therefore, this section will be classified into six main parts, the first five parts will 

discuss the usage and the importance of the five groups of management accounting 

practices: costing practices; budgeting practices; performance evaluation practices; 

decision making practices; and strategic analysis practices; and the last part will discuss 

the classification of respondent companies according to the IF AC model.

5.4.1 Costing practices

The first part discussed the costing system practices in the Jordanian financial sector 

from two perspectives the usage, and the importance, by using a five-point Likert scale 

for the usage (never, rarely, sometimes, often, and very often) and a three-point Likert 

scale for the importance of each practice (not important, moderate important, and 

important).
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As well as presenting the results from each of these questions, the research will shed 

some light on some studies that were carried out in terms of costing practices and 

compare the results among the current research and these studies, taking into account 

the different circumstances among these studies and the current research.

To this end, respondents were for this asked to rank the usage of seven costing 

practices, and the results from the first question indicated that the most widespread 

costing practice was a separation between variable and fixed cost by 39.1% often used, 

21.9% moderately used and with a mean score of 2.92, followed by using a plant-wide 

overhead rate by 34.3% often used and with a mean score of 2.75. The lowest costing 

system practices in usage is Activity Based Costing (ABC) since just 11 companies 

found often and very often used it with 11% often used. Table 5.19 below gives more 

illustration on the usage of each of these costing practices.

Based on these figures, the research concludes that the usage of the traditional costing 

practices are still prevalent based on the lowest rank of the contemporary costing 

practices since Table 5.19 below listed the costing practices descending from the 

highest usage practice to the lowest usage one.

Table 5.19: Usage of costing practices

Usage of costing practices
Separation between variable and fixed cost
Using a plant-wide overhead rate
Using department overhead rates
Learning curve techniques
The cost of quality
Target costs

.Activity based cost (ABC)

Mean
2.92
2.75
2.73
2.69
2.45
2.16
1.89

S.D
1.337
1.333
1.472
1.367
1.447
0.672
1.114

1
20.2
25

32.8
29.7
42.2
10.9
53.1

2
18.8
18.8
10.9
15.6
9.4
67.2
17.2

3
21.9
21.9
20.3
18.8
18.8
17.2
18.8

4
26.
25
21.
28.
20.
4.7
9.4

5
12.5
9.3
14.1
7.8
9.4
0

1.6
i-Never 2- Rarely 3- Sometimes 4-Often 5-Very often
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Secondly, respondents were asked to rank the importance of each of the costing 

practices in order for the results to serve as an indicator to future orientation, whereas 

the highest importance might be taken to indicate more usage in the future and the 

lowest important of any practices might indicate limited usage in the future.

Interestingly, the result from this question shows that there are some practices ranked 

by high usage, but ranked to be not important, and alternatively there are some practices 

considered to be low usage but ranked to be very important.

Accordingly, as shown in Table 5.20 below, the highest important costing practice is 

target cost since it has a 2.23 mean score and 68.8 % considered it as important. Using a 

plant-wide overhead rate was ranked to be the second highest usage practice, but in 

terms of importance it was revealed to be the lowest practice with a mean score of 1.91. 

Moreover, ABC which was ranked the lowest used practice has a low importance rank 

which indicates that there is no intention in the future to adopt this practice.

From the result of this question, the research concludes that there is a trend in the future 

within the Jordanian financial sector to adopt contemporary costing practices, for 

instance target costs practice, with the continued existence of some of conventional 

practices, for instance separation between variable and fixed cost practice. Moreover, 

there are some practices that might well be extinct in the future such as ABC because it 

is classified as low usage and low importance.
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Table 5.20: Importance of costing practices

Importance of costing practices
Target costs
Separation between variable and fixed cost
The cost of quality
Using department overhead rates
Learning curve techniques
Activity based cost (ABC)
Using a plant-wide overhead rate

Mean
2.23
2.09
2.09
2.00
1.97
1.92
1.91

S.D
.831
.791
.771
.797
.854
.841
.729

1
31.3
26.6
31.3
39.1
25
25

37.5

2
46.9
37.5
37.5
29.7
26.6
40.6
28.1

3
21.9
35.9
31.3
31.3
48.4
34.4
34.4

1- Not important 2- Moderate important 3-Important

There are a number of studies examining the costing system practices, therefore, it is 

worthwhile reviewing the outcomes from these studies; for instance, Forde, Burnett et 

al. (2005) conducted a survey in the Caribbean region in order to explore and describe 

the status of management accounting practices and found that 75 % of respondents 

stated that they used fixed/variable cost analysis and 69% used the popular cost volume 

profit analysis/break even analysis. Moreover, standard costing was used by 69% of 

respondents and 44% used ABC and 51% used process costing and finally 56 % used 

Batch/job costing.

In Singapore a survey was conducted by Ghosh and Chan (1997) to identify the 

management accounting practices adoption level, indicated that 72% of respondents 

used Break-even analysis, 61% used standard costing practice, and finally 14% of the 

respondents used ABC.

A study carried out by Haldma and Laats (2002) in Estonian manufacturing companies 

to identify the status of management accounting practices and examine the impact of 

some external and internal contingency variables upon the adoption of management 

accounting practices, revealed that 54.8 % of the respondents used full costing method, 

38.7% used variable costing method, 51.3% used process costing method, 33.7% used

job order costing method and finally 7% of the respondents used ABC.
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A comparison study conducted by Lamminmaki and Drury (2001) between New 

Zealand and Britain in terms of product-costing practices, revealed that 5% of the New 

Zealand respondents introduced used ABC against, 4% of British respondents 

introduced used ABC, also 52% of New Zealand respondents used Using a plant-wide 

overhead rate whereas, just 28% of British respondents used it.

In the United Kingdom a study conducted by Abdel-Kader and Luther (2006) to 

investigate the extent of usage of management accounting practices in the British food 

and drinks industry, and as mentioned earlier, that the selection of the practices in the 

current research was based on the selection of this study, therefore, it's worthwhile to 

indicate the results of their study, as 57% of the respondents used separation between 

variable and fixed cost, 26% used using a plant-wide overhead rate, 13% used using 

department overhead rates, 10% used ABC, 24% used target costs, 14% used the cost of 

quality and finally 2% of respondents used learning curve techniques.

In 1998 a survey carried out by Chenhall and Langfield-Smith (1998) that sought to 

identify the extent to which Australian manufacturing firms have adopted certain 

traditional and contemporary management accounting practices, to discover the benefits 

received from those practices and the intentions to emphasize it in the future. In terms 

of costing system practices, the study found that 86% of respondents used cost-volume- 

profit analysis, 80% used observation costing practice, 76% used variable costing 

practice, and finally 38 % of respondents used target costing practice.

According to a study conducted by Cinquini and Tenucci (2006) in Italy used a survey 

to discover the adoption level of a group of strategic management accounting practices. 

In terms of adopting costing system practices, the research revealed that 65% of
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respondents used attribute costing practices, 41% used strategic costing, 38% used 

quality costing, 34% used target costing, 29% used value chain costing, 28% used 

ABC, and finally 23% of respondents used life cycle costing practice.

Another study, by Isa and Foong (2005) examined the effect of advanced 

manufacturing technology upon the adoption of management accounting practices; 

particularly costing system practices in the Malaysian manufacturing firms. The study 

classified the respondent companies into two groups; high and low adoption of advance 

manufacturing technology. The result of adoption of management accounting practices 

in the high technology group was as follows; standard costing 66.3%, full costing 

55.3%, job order costing 63.2%, process costing 75%, and 88% of respondents used 

ABC, different results came from the low technology group as follows; standard costing 

33.7%, full costing 44.7%, job order costing 36.8%, process costing 25%, and 12% of 

respondents used activity based cost practice.

In Ireland, a survey by Clarke, Hill et al. (1996) in large Irish manufacturing companies 

sought to discover the current status of management accounting practices. The study 

revealed that traditional practices are still alive and widespread, since 84% of 

respondents used standard costing practice for direct material, 69% used standard 

costing practice for direct labour, and finally 59% of respondents used standard costing 

practice for production overheads.

In Japan, a survey carried out by Nishimura (2005) among Japanese manufacturing 

firms, the results indicated that 54.5% of respondents used standard costing, and 8.9% 

of respondents used ABC.
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Al-Omiri and Drury (2007) reported that traditional absorption costing systems were 

being used by 35%, ABC by 29%, direct costing systems by 23%, and costing systems 

by 13%.

5.4.2 Budgeting system

This section will discuss the extent of usage, and the importance of budgeting system 

practices in the Jordanian financial sector using a five-point Likert scale for the usage 

(never, rarely, sometimes, often, and very often) and a three-point Likert scale for the 

importance of each practice (not important, moderate important, and important). 

Based on the important and widespread use of budgeting system practices, the research 

will review some studies that examine the extent of usage and the importance of the 

budgeting practices, and disclose the main results of these studies.

Respondents were asked two main questions in order to answer the extent of usage and 

the importance of seven listed budgeting practices as shown in Table 5.21 below.

Table 5.21: Usage of budgeting practices

Usage of budgeting practices
Budgeting for planning
Budgeting for controlling costs
Budgeting for long term (strategic) plans
Flexible budgeting
Budgeting with " what if analysis "

^ctivity based budgeting
Zero -based budgeting

Mea
3.97
3.95
3.64
3.31
3.12
2.73
1.52

S.D
1.19
1.20
1.28
1.28
1.35
1.49
.816

1
6.3
6.3
10.9
14.1
17.2
31.3
67.2

2
9.4
9.4
6.3
10.9
14.1
18.8
15.6

3
6.3
7.8

21.9
21.9
26.6
9.4
15.6

4
37.5
35.9
29.7
35.9
23.4
26.6
1.6

5
40.6
40.6
31.3
17.2
18.8
14.1

0
1-Never 2- Rarely 3- Sometimes 4-Often 5-Very often
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The results reveal that 78.1 % of respondents are using budgeting practice for planning 

that was considered to be one of the highest management accounting practices usage in 

general and among budgeting practices in particular. Using budgeting for controlling 

costs came as the second most used budgeting practice, as it occurred 76.5%, and the 

two lowest budgeting practices are activity based budgeting and zero-based budgeting 

by 40.7%, and 1.6% respectively.

Moreover, the table reviews the budgeting practices according to their ranking in terms 

of their extent of usage from the highest to the lowest practice, based on the mean score 

as the conventional budgeting practices are more frequently used compared with the 

contemporary budgeting practices such as activity based budgeting, nevertheless, the 

research revealed that the budgeting practices were the most used among the whole 

management accounting practices as the budgeting for planning, budgeting for 

controlling costs, budgeting for long term (strategic) plans, and flexible budgeting have 

recorded the highest scores.

Using Table 5.21 the research concludes that budgeting practices are heavily used in the 

Jordanian financial sector, particularly budgeting for planning with a mean score of 

3.97 and budgeting for controlling costs with a mean score of 3.95.

The second question regarding the importance of budget practice was formulated in 

order to assist the prediction of future trends of the Jordanian financial sector in terms 

of budgeting practices.

Table 5.22 below shows that budgeting for planning, budgeting for controlling costs, 

and budgeting for long term (strategic) plans were ranked to be highest in term of

importance since they achieved 70.3%, 62.5%, and 59.4% respectively.
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A zero-based budgeting practice was ranked to be the lowest usage and once again it 

was ranked to be the lowest practice in terms of the importance. In other words, since 

zero-based budgeting ranked the lowest in both of the questions that means this practice 

would not be adopted in the future.

Budgeting with " what if analysis " practice was ranked as less important with a mean 

score of 2.14, where in terms of usage it was ranked a high used practice, therefore, this 

practice could stop being used in the future, For more illustration see Table 5.22 below.

Table 5.22: Importance of budgeting practices

Importance of budgeting practices
Budgeting for planning
Budgeting for controlling costs
Budgeting for long term (strategic) plans
Activity based budgeting
Flexible budgeting
Budgeting with " what if analysis "
Zero -based budgeting

Mean
2.64
2.55
2.44
2.28
2.22
2.14

1.69

S.D

.601

.641

.753

.786

.723

.753

.774

1
6.3
7.8
15.6
20.3
17.2
21.9
50

2
23.4
29.7
25

31.3
43.8
42.2
31.3

3
70.3
62.5
59.4
48.4
39.1
35.9
18.8

1- Not important 2- Moderate important 3-Important

There are a number of studies examining the budgeting practices, therefore, it is 

worthwhile reviewing the outcomes from these studies; for instance, In 1997, Ghosh 

and Chan (1997) revealed in a survey that attempted to examine the status of 

management accounting in Singapore that budgeting system practices, especially the 

traditional practices, are wider used compared with the contemporary practices, 

indicated that 97% of respondents are using budgeting practices, and 91% of them are 

using capital budgeting practice, while 83% of respondents are using cash budgeting.

According to a study conducted by Chenhall and Langfield-Smith (1998) in an 

Australian manufacturing context, the study revealed that heavily utilise the budgeting 

practices, as 99% of the respondents used the capital budgeting tool , budgeting for
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planning cash flows and budgeting for controlling costs. In terms of the usage of 

contemporary budgeting practices, the study revealed that 95% of respondents used 

budget variance analysis, 87% reported used budgeting for compensating manager and 

finally 78% of respondents used activity-based budgeting.

According to Joshi (2001) in a study that examined the adoption of management 

accounting practices, indicated that there is widespread usage of budgeting practices 

particularly the traditional budgeting practices in the Indian manufacturing companies, 

since the traditional budgeting practices such as budgeting to plan day-to-day 

operations were fully used, and 95% of respondents used budgeting for coordinating 

activities across business units and budgeting for planning cash flows, and finally 93% 

of respondents reported using budgeting for controlling costs by 93%. 

Moreover, the study indicated that low use of contemporary budgeting practices, since 

25% of respondents used budgeting for compensating managers, 7% used activity based 

budgeting, and finally zero-based budgeting reporting was used by 5%.

Forde, Burnett et al. (2005) indicated a high adoption of traditional budgeting practices 

while 94% of respondents were using annual budgeting, and reported that 75% of 

respondents adopted flexible budget practices and finally cash budgeting was used by

75%.

In the United Kingdom and according to Abdel-Kader and Luther 2006 a survey in the 

UK food and drink manufacturing, revealed that the usage of traditional budgeting 

practices is extensive since most of the practices achieved high usage ranks, as 84% of 

respondents used budgeting for planning, 73% using budgeting for controlling costs, 

40% used budgeting for long term (strategic) plans. In terms of contemporary budgeting
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practices the survey found low usage, since flexible budgeting was used by 32%, 

Budgeting with " what if analysis " was used by 31 %, activity based budgeting was 

used by 19%, and finally Zero -based budgeting was used by 16%.

5.4.3 Performance evaluation practices

The performance evaluation practices were examined in the third part of this section by 

asking the respondents two questions, one in terms of the extent of usage of these 

practices and the other in terms of the importance of these practices in order to predict 

the future trend of the respondent companies regarding adopting these practices.

The first question was formulated based on a five-point Likert scale in order to examine 

the extent of usage; never, rarely, sometimes, often, and very often and the second 

question was formulated based on a three-point Likert scale in order to examine the 

importance of the performance evaluation practices in the Jordanian financial sector. 

Accordingly, this part will discuss the results of these two questions and supporting the 

discussion with studies which have been carried out in the management accounting field 

and particularly in performance evaluation practices.

From the analysis of the first question, related to the extent of usage of the six listed 

performance evaluation practices, respondents rated the financial measures as the 

highest practice that is utilised in their companies since 78.1% of respondents ranked it 

often and vey often used, however, financial measures is classified as one of the 

traditional management accounting practices.
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According to Table 5.23 below there is moderately usage of the non-financial measures 

related to operations and innovation as 64.7% of respondents answered they often and 

very often used it.

Unsurprisingly the first question revealed that there is a lack of use of non-financial 

measures that they considered as contemporary management accounting practices as 

26.6% of respondents said they never or rarely used non-financial measures related to 

customers and just 29.7% reported they often or very often used this practice.

Non-financial measures related to employees practice was found to be little used in the 

Jordanian financial sector where 48.4% of respondents said they were never or rarely 

used. Non-financial measures related to employees practice and only 18.7% of 

respondents rated this practice as often or very often used.

According to respondents answers, economic value added or residual income practice, 

was found to be little used in the Jordanian financial sector since 56.3% of respondents 

ranked it never or rarely used, economic value added or residual income, and no more 

than 20.3% reported they often or very often used economic value added or residual 

income practice.

Finally, benchmarks is considered as one of the most contemporary management 

accounting practices and rarely used, the research found that 67.2% of respondents 

rated benchmarks as never or rarely used in the Jordanian financial sector and just 

20.3% were found often or very often used benchmarks.
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Table 5.23 below provides more illustration where the performance practices are 

exhibited according to their usage from the highest to the lowest.

Table 5.23: Usage of performance evaluation practices

Usage of performance evaluation practices
Financial measures

Non-financial measures related to operations and innovation

Non-financial measures related to customers

Non-financial measures related to employees

Economic value added or residual income

Benchmarks

Mean
4.25
3.48
3.08
2.53
2.38
2.22

S.D
.959
1.16
1.13
1.28
1.17
1.30

1
1.6
7.8
9.4

28.1
29.7
39.1

2
3.1
10.
17.
20.
26.
28.

3
17.2
26.6
43.8
32.8
23.4
12.5

4
25

34.4
15.6
7.8
17.2
12.5

5
53.1
20.3
14.1
10.9
3.1
7.8

l-Never 2- Rarely 3- Sometimes 4-Often 5-Very often

Moving to the second question in this section that was asked the respondents to rate the 

importance of the performance evaluation practice, the research found that almost all 

respondents considered all the performance evaluation practices as important, even the 

contemporary practice which gives a strong indication to the future trend of these 

companies that might adopt these practices, since 73.4 % of respondents rated the 

financial measures practice as important, 42.2 % rated the non-financial measures 

related to customers practice as important.

Non-financial measures related to operations and innovation practice, non-financial 

measures related to employees practice, benchmarks practice, and economic value 

added or residual income practice rated as important performance evaluation practices 

by 37.5%, 35.9%, 26.6% and 29.7% respectively where these practices have not been 

adopted widely. Therefore, and based on these figures the research could predict that 

the respondent companies intend to adopt those practices in the future, for more 

information see Table 5.24 below.
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Table 5.24: Importance of performance evaluation practices

Importance of performance evaluation practices
Financial measures

Non-financial measures related to customers

Non-financial measures related to operations and innovation

Non-financial measures related to employees

Benchmarks
Economic value added or residual income

Mean
2.70
2.31
2.27
2.22
2.03
1.95

S.D
.525
.664
.648
.678
.712
.805

1
3.1
10.9
10.9
14.1
23.4
34.4

2
23.4
46.9
51.6
50
50

35.9

3
73.4
42.2
37.5
35.9
26.6
29.7

1- Not important 2- Moderate important 3-Important

There are many studies which have been carried out to examine the level of adoption of 

performance evaluation practices and the majority of these studies emphasised the 

significant role of these practices in the companies, and after reviewing some of these 

studies, the research concludes that there is a variety in the level of adoption of the 

performance evaluation practices but the most adopted practices of the performance 

evaluation are the practices that are based on financial performance , here are some of 

these studies; a comparative study conducted between Japan and Australia found that 

Japanese companies used financial measures more than Australian companies, 

(Wijewardena, De Zoysa 1998).

According to Forde, Burnett et al. (2005) in the survey that attempted to explore and 

describe the status of adoption of management accounting practices, revealed that 25% 

of respondents adopted economic value added practice, and 37% adopted benchmarking 

(internal and external) practice.

Haldma and Laats (2002) claimed that there is wide adoption of performance 

measurement in most of the Estonian manufacturing companies by 68%, based on 

different operating segments or divisions. They added that the majority of the 

companies monitored and evaluated the profits of different internal business units and

188



ghapter Five___________________________Quantitative Data Analysis

products or product groups and 74% used profitability as a performance measurement 

indicator.

In 1998, Chenhall and Langfield-Smith (1998) examined the adoption and benefits of 

management accounting practices in the Australian context. The study paid great 

attention to benchmarks practice and broke it down into five portions, however, the 

study reported that 87% of respondents adopted benchmarking for products 

characteristics, 94% adopted benchmarking of operational processes, 84% adopted 

benchmarking within the wider organisation, 91% of respondents utilised 

benchmarking of strategic priorities, and finally 77% were found used benchmarking 

with outside organisations. Moreover, the study indicated that 87% of respondents 

adopted qualitative measurements, and 88% of respondents adopted the balanced 

scorecard.

A study conducted by Hyvonen (2005) revealed that 80% of respondents adopted 

benchmarking of product characteristics, and 80% used benchmarking carried out 

within the wider organisation. In addition, the study revealed that 13% of respondents 

used the balance scorecard practice.

In the developing countries a study in Egypt, conducted by Ismail (2007) indicated that 

the profit margin, as a financial measure, is the most commonly used performance 

measure with a mean score of 3.49 and customer satisfaction is the most commonly 

used non-financial measure of performance evaluation with a mean score of 3.58. 

Furthermore, the study revealed that 60.5% of respondent companies had adopted the 

balanced scorecard as a measure of performance evaluation.
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Forsaith, Tilt et al. (2001) attempted to explore the current and future role of 

management accounting in South Australian companies, The study revealed that 57.5% 

of respondent companies used benchmarking, 27.3% used balanced scorecards, 54.7% 

used customer satisfaction, 65.8% used non financial measures, and finally just 14.3% 

of the respondent companies used residual income.

Abdel-Kader and Luther (2006) reported that 76% of companies answered often or very 

often used financial measures, 11% of them used benchmarks practice, and 7% of them 

often or very often used economic value added or residual income. For the non- 

financial performance evaluation the study revealed that respondent companies found 

often and very often used them as the following, 38% for non-financial measures 

related to customers, 11% for non-financial measures related to employees, 26% for 

non-financial measures related to operations and innovation.

In India, a study conducted by Joshi (2001) aimed to examine the international diffusion 

of new management accounting practices. The study reveled that 65% adopted 

benchmarking for operational processes, 38% adopted benchmarking with the wider 

organisation, 32% reported used benchmarking with outside organisations, 32% of 

respondents used benchmarking of product characteristics, 23% used benchmarking of 

strategic priorities and 30% used benchmarking of management processes. 

Furthermore, the study indicated that 22% used non-financial measures related to 

employees, 43% of respondents companies used residual income, and finally the study 

reported that 40% adopted the balanced scorecard 40%.
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Another study conducted in Italy found that 28% of respondent companies used 

integrated performance measurement, and 31% reported used benchmarks (Cinquini, 

Tenucci 2006).

5.4.4 Decision making practices

This part of section three comprised ten management accounting practices that related 

to decision making or facilitate decision making, however, consistent with the 

objectives of the research, the respondents were asked two main questions; the first 

question in terms of the extent of usage of the ten listed decision making practices, by 

rating them according to a five-point Likert scale and the other question in terms of the 

importance of these practices by ranking them according to a three-point Likert scale.

Table 5.25 below shows the results from the first question in terms of the extent of 

usage of the decision making practices in the Jordanian financial sector from the highest 

to the lowest from the usage prospective. However, the research revealed that product 

profitability analysis has the highest rate of usage since 65.6% of respondents found 

used it often and very often, followed by cost- value- profit analysis (break- even 

analysis) by 59.4% of respondents used it often and very often and discounted cash 

flow methods for evaluation the capital investment used by 59.4% either. Payback 

period and /or accounting rate of return practice was found to be used by 54.7% with 

often and very often answered, followed by stock control models practices which are 

reported to be used often and very often by 40.6% of respondents.
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The last five of the ten practices as shown in Table 5.25 below, were rated to be low 

usage practices, since 34.4% of respondents were found to have never and rarely used 

product profitability analysis and 39.1% of them used it sometimes.

Likewise, the last four practices found were found to have low adoption in the 

Jordanian financial sector, where 39.1% of respondents reported that they never and 

rarely used cost of capital in discounting cash flow for major capital investment 

evaluation, 45.4% of respondents were found never or rarely used performing 

sensitivity "what if analysis" for evaluating major capital investment projects, 38.4% 

reported they never or rarely used probability analysis or computer simulation for 

evaluation of the risk of major capital investment projects, and finally 61% of 

respondents reported that they never or rarely used non- financial aspects are 

documented and reported for the evaluation of major capital investment. See Table 5.25 

below for more information.

Table 5.25: Usage of decision making practices

Usage of decision making practices
Product profitability analysis

Cost- value- profit analysis (break- even analysis )

Cash flow methods

Payback period and /or accounting rate of return

Stock control models

Customer profitability analysis

Calculation and use of cost of capital in discounting cash flow

Performing sensitivity "what if analysis "

Probability analysis or computer simulation

Non- financial aspects are documented and reported

Mean
3.81
3.64
3.61
3.52
2.95
2.86
2.73
2.58
2.52
2.19

S.D
1.125
1.277
1.177
1.208
1.430
1.207
1.312
1.232
1.403
1.082

1
4.7
10.9
7.8
9.4
23.4
17.2
26.6
26.6
37.5
34.4

2
7.8
4.7
7.8
7.8
15.
17.
12.
18.
10.
26.

3
21.9
25
25

28.1
20.3
39.1
31.3
31.3
23.4
26.6

4
32.8
28.1
34.4
31.3
23.4
15.6
20.3
17.2
18.8
10.9

5
32.8
31.3
25

23.4
17.2
10.9
9.4
6.3
9.4
1.6

1-Never 2- Rarely 3- Sometimes 4-Often 5-Very often
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In terms of the importance of the decision making practices, Table 5.26 below shows 

that the first five practices which were rated to be the most used practices. Once again 

they rated to be the most important and the last five practices that rated with low usage, 

they ranked low importance to the Jordanian financial sector, that leads to the 

conclusion that the first five practices would be the most widespread practices in the 

Jordanian financial sector and the last five practices did not provide any indication that 

they would be used in the future more frequently. For more information see Table 5.26 

below.

Table 5.26: Importance of decision making practices

Importance of decision making practices
Product profitability analysis

Cost- value- profit analysis (break- even analysis )

Cash flow methods

Payback period and /or accounting rate of return

Probability analysis or computer simulation

Customer profitability analysis

Calculation and use of cost of capital in discounting cash flow

Performing sensitivity "what if analysis "

Stock control models

Non- financial aspects are documented and reported

Mean
2.45
2.41
2.37
2.30
2.28
2.23
2.22
2.20
2.06
1.87

S.D
.641
.706
.701
.659
.701
.684
.678
.694
.753
.655

1

7.8

12.5
12.5
10.9
14.1
14.1
14.1
15.6
25

28.1

2
39.1
34.4
37.5
48.4
43.8
48.4
50

48.4
43.8
56.3

3
53.1
53.1
50

40.6
42.2

37.5

35.9
35.9
31.3
15.6

1- Not important 2- Moderate important 3-Important

It is worthwhile to review some of the studies that examined the usage and the 

importance of the ten decision making practices, starting with a study conducted by 

Forde, Burnett et al. (2005) that examined a group of management accounting practices 

in the Caribbean context and revealed that 69% of the respondent companies reported 

that they used cost- value- profit analysis (break- even analysis), 63% were found to 

have used quantitative techniques (forecasting, simulation). Furthermore, the study 

reported that 56% of respondents used evaluation of major capital investment based on 

payback period and /or accounting rate of return, and finally that 19% used just in time

inventory system.
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A survey conducted by France (2005) reported that 9% of the respondents adopted 

stock control models, and 3% of them adopted transfer pricing practice to decision 

making.

In Singapore, a survey by Ghosh and Chan (1997) revealed that 49% used transfer 

pricing for decision making and 66% used cost- value- profit analysis (break- even 

analysis).

An Australian study that attempted to find out the extent of the adoption of management 

accounting practices and the benefits from this adoption indicated that 89% of the 

Australian companies adopted product profitability analysis, 86% adopted cost- value- 

profit analysis (break- even analysis), and finally 84% of the companies reported, 

adopted cash flow return on investment (Chenhall, Langfield- Smith 1998).

Forsaith, Tilt et al. (2001) examined the future of management accounting in South 

Australia and indicated that 20.5 % adopted cost- value- profit analysis (break- even 

analysis), 46.6% of companies adopted return on investment for evaluation of major 

capital investment, and 62.1% adopted profitability analysis practice for decision 

making.

In India, Joshi (2001) examined the level of adoption of management accounting 

practices and revealed that 100% of respondent companies adopted return on 

investment, 100% of respondents companies reported that they adopted divisional 

profit, 88% used ongoing suppliers evaluations. Furthermore, the study revealed that 

82% of respondents adopted product profitability analysis, 80% of them adopted cash 

flow return on investment practice, and finally 65% were found adopted cost-volume-

profit analysis practice.
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A Polish study which examined the scope of application of management accounting 

methods in Polish enterprise, revealed that 40% of respondents implemented evaluation 

of major capital investment based on payback period and /or accounting rate of return, 

30% used net present value, 25% of them were found used internal rate of return, and 

finally 15% of the respondents used sensitivity analysis (Szychta 2002).

5.4.5 Strategic analysis practices

The last part of section three contains modern management accounting that provides 

information for strategic analysis. Therefore, this part will cover eight strategic analysis 

practices that are listed in Table 5.27 below. Which shows the respondents answers to 

the first question of this part that aimed to find out the extent of usage of the eight 

strategic analysis practices in the Jordanian financial sector through a five-point Likert 

scale measurement.

The results shows that there is a lack of usage of the strategic analysis practices that 

appeared obvious regarding the figures in Table 5.27 below, since the long-range 

forecasting practice was reported as high usage practice with 63% of the respondent 

companies rating it as often or very often used .

After this comes the shareholder value practice that could be classified as a moderately 

used practice since 31.3% of the respondents rated it as often and very often used, but 

all the last six practices were rated as little used in the Jordanian financial sector as the 

following; 43.8% of the respondents have reported never or rarely used analysis of 

competitive position practice, 54.7% of respondents ranked the value chain analysis

practice by never or rarely used.
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Analysis of competitors (strengths and weaknesses) practice was rated never and rarely 

used by 54.7% of the respondents, 18.8% of respondents have reported used often and 

very often the industry analysis practice, and finally 11.5% of the respondents have 

reported often and very often used the possibilities of integration with suppliers and / or 

customers and / or value chains practice.

According to the results from the first question, the research revealed that there is low 

adoption and usage of strategic analysis practices in the Jordanian financial sector, 

whilst for the last six practices almost half the respondents rated were them as never or 

rarely used.

Table 5.27: Usage of strategic analysis practices

Usage strategic analysis practices
Long-range forecasting

Shareholder value

Analysis of competitive position

Value chain analysis

Analysis of competitors; strengths and weaknesses
Industry analysis

Value chains

Product life cycle analysis

Mean

3.70

2.77
2.70
2.48
2.44
2.31
2.17
2.09

S.D
1.079
1.218
1.318
1.182
1.308
1.283
1.092
1.094

1
4.7

23.4
26.6
23.4
32.8
39.1
32.8
39.1

2
7.8
12.5
17.2
31.3
21.9
15.6
32.8
26.6

3
25

32.8
23.4
25

21.9
26.6
21.9
21.9

4
37.5
26.6
25

14.1
15.6
12.5
9.4
10.9

5
25
4.7
7.8
6.3
7.8
6.3
3.1
1.6

1-Never 2- Rarely 3- Sometimes 4-Often 5-Very often

Respondents were asked to rate the importance of the eight listed strategic analysis 

practices to the Jordanian financial sector in order to predict the future trends in terms 

of adopting these practices.

According to the analysis of the second question, the research found that the practices 

that were ranked to be the often and vey often used are the same practices which were 

ranked to be important to the respondent companies, and likewise to the other practice 

that was rated to be less used, they ranked to be less important as well.
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Therefore, the research revealed that there would not be any changes in the future in 

terms of adopting new strategic analysis practices. For more information see Table 5.28 

below.

Table 5.28: Importance of strategic analysis practices

Importance of strategic analysis practices
Shareholder value

Long-range forecasting

Analysis of competitive position

Analysis of competitors; strengths and weaknesses

Industry analysis

Value chains

Value chain analysis

Product life cycle analysis

Mean
2.55
2.42
2.33
2.23
2.16
2.08
2.03
1.95

S.D
.641
.686
.736
.707
.761
.674
.776
.765

1
6.3
10.9
15.6
15.6
20.3
18.8
28.1
31.3

2
34.4
35.9
35.9
45.3
45.3
54.7
40.6
42.2

3
57.8
53.1
48.4
39.1
33.8
26.6
31.3
26.6

1- Not important 2- Moderate important 3-Important

Some studies that have been carried out in terms of examining the extent of usage of 

strategic analysis practice, starting with a study carried out by Silvola (2005) who 

reported that there is a low adoption level of strategic analysis practices since among all 

firms, the average adoption rates are the following: 36% of the respondents used 

economic value added; 27 % of the respondent companies reported that they adopted 

shareholder value; and finally just 5% of the respondent companies used value chain 

analysis.

In 1998, a study by Chenhall and Langfield-Smith (1998) revealed that 49% of the 

respondent companies adopted value chain analysis, 90% of them adopted long-range 

forecasting, 605 of the respondents used residual income, and finally 70% of the 

respondents companies found adopted product life cycle analysis.

In Finland, Hyvonen (2005) conducted a study to identify the adoption of the 

management accounting practices, received benefits from the adoption and intentions to
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emphasize the practices in the future. In terms of the adoption of management 

accounting practices, the study indicated that 51% of the companies adopted value 

chain analysis, 71% of the companies adopted shareholder value analysis, and 92% of 

them adopted long range forecasting.

In India, a study revealed that 25% of the companies adopted value chain analysis, 

45%, adopted product life cycle analysis, 58% of them adopted long range forecasting, 

and finally the study reported that 20% of the companies adopted shareholders value 

analysis (Joshi 2001).

In the United Kingdom, Abdel-Kader and Luther (2006) indicated that the usage of 

strategic analysis practices in the UK is low since the results of the study reported they 

often or very often used the following practices: shareholder value; long-range 

forecasting; analysis of competitive position; analysis of competitors; industry analysis; 

value chain analysis; and product life cycle analysis by 6%, 43%, 33%, 21%, 11%, 

11%, and 5% respectively.

5.5 Section four

The final section of the questionnaire was designed in order to identify the main factors 

that influence the sophistication level of management accounting practices in the 

Jordanian financial sector; however, all the listed factors were selected based on those 

most appropriate to the Jordanian business environment. In addition, this section 

included an open-ended question in order to give the respondents the space to express 

him-self if he/she wanted to mention other factors that might influence the

sophistication level.
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Furthermore, respondents in this section were asked if they were interested in receiving 

a copy of the research results and if they were willing to participate in a future 

interview. The aim of these two questions is to measure the validity of the research.

Finally, the questionnaire was ended with grateful and thanking words to the 

respondents and the address of the researcher in case they needed any help or inquiry.

5.5.1 Factors which influence the sophistication level of management accounting 

practices in the Jordanian financial sector

hi this question, the respondents were asked to rate the importance of eight listed 

factors that might influence the sophistication level of management accounting 

according to a three-point Likerat scale measurement.

As shown in Table 5.29 below, the most important factor according to the respondent's 

answers was top management support with a mean score of 2.83, followed by increase 

the market competition factor with a mean score of 2.77. Surprisingly, the government 

regulation factor was ranked as the third important factor although it is considered as an 

external factor with a mean score of 2.70, the lack of financial resources was ranked 

with a mean score of 0.64 mean score. The other factors that ranked as important 

factors as well were the globalisation rated with a mean score of 2.63, the consultant 

advice and culture with a mean score of 2.50, and finally the language factor has been 

ranked as the lowest important factor among the listed factors with a mean score of 

2.39.
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Accordingly, the research revealed that all of the eight listed factors were considered as 

important factors that influence the sophistication level of management accounting 

practices in general. The top management support was considered as the most important 

factor and followed the other factors that vary in importance and the language factor has 

ranked as the lowest factor.

In general, the research revealed that the sophistication level of management accounting 

practices in the Jordanian financial sector is influenced by internal and external factors 

not just internal ones, for more information see Table 5.29 and Figure 5.5 below.

Table 5.29: Factors that influence the sophistication level of management accounting practices

Factors
Top management support

Increase the market competition

Government regulation

Lack of financial resources

Globalisation

Consultants advice

Culture

Language

N
64
64
64
64
64
64
64
64

Mean
2.83
2.77
2.70
2.64
2.63
2.50
2.50
2.39

Min
2
2
1
1
1
1
1
1

Max
3
3
3
3
3
3
3
3

Std. Deviation
.380
.427
.554
.601
.519
.617
.617
.704

Figure 5.5: Factors that influence the sophistication level of management accounting practices

Not Important Moderately 
Important

Important

• Govtrmiiirut regulation

• Top management support

•Imgvagt

• Culture
• CoiiMilliuitsAdvi.se 

1 GlobaUzatlon
• inn-ease the market competition

• lark «f finmifinl rrsnnrm
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According to previous studies that have been carried out in the management accounting 

field and examined the factors that influence the adoption level of management 

accounting practices, starting with an evidence on the effect of professional managers 

who have a high level of education, Gil, Hartmann et al. (2003) examined how top 

management teams use management accounting systems to implement strategy. One of 

the main findings of the study was that well educated top management teams are more 

oriented to use flexible, adaptive roles and to adopt sophisticated management 

accounting systems to manage organisations.

Another study indicated that the shortage of usage of costing information and its 

restricted use is due to the misunderstanding of Western management accounting 

concepts (terminology) and the language that is considered as an important factor that 

might influence the adoption of management accounting practices (Triest, Elshahat, 

2007).

Hoque and Mia (2001) revealed that the intensity of market competition and the 

application of computer aided manufacturing processes have great association with the 

adoption of multiple performance measures by using the contingency approach.

Baines and Langfield-Smith (2003) examined the relationship between the changing 

competitive environment, and a range of organisational variables as antecedents to 

management accounting change. The findings indicated that an increasingly 

competitive environment has resulted in an increased focus on differentiation strategies, 

and therefore has influenced changes in organisational design and adoption of advanced 

management accounting practices.
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Islam and Kantor (2005) revealed that national culture and values practiced for 

centuries by Chinese business influence the concerted efforts for information 

dissemination and developing management accounting practices. In addition, because 

of the misunderstanding of Western management accounting tools, and also because of 

insufficient training facilities and education of the current population, the pace of 

development of Chinese management accounting practices might be slow for now.

Rezaee, Szendi et al. (1995) investigated the trends of management accounting 

concerning the adoption of new management accounting techniques and practices by 

Asian Pacific manufacturing firms. They revealed that there was some adoption of the 

changes advocated in the new management accounting. Managerial accounting 

techniques and practices have changed in response to the challenges of global 

competition, international markets, and technological advances that led to the adoption 

of innovative techniques and practices and indicated the significance of management 

accounting education to lead the change from traditional to new management 

accounting practices.

In addition, Jazayeri and Cuthbert (2004) noted that most management accounting 

research has still not addressed the priorities that organisations face today. Moreover, 

the study indicated that the most important priorities of managers were; staff related 

issues, start-up companies, change management, value and supply chain, new-product 

development, legislation related issues, globalisation, and the impact of the Euro on UK 

competitiveness.
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5.5.2 Interested in receiving a copy of the research results

Respondents were asked in this question if they would like to receive a copy of the 

research results in order to measure the validity and the reliability of the research in the 

Jordanian financial sector. The high percentage of respondents who are interested in 

receiving a copy means the research is convenient and valid to the Jordanian context, 

and gives more justification to carrying out the research.

According to Table 5.30 below, 65.6% of the respondents want a copy of the research 

results that is considered a high proportion and gives the research more support in terms 

the validity and the justification of implanting this research in the Jordanian financial 

sector, for more illustration see table 5.30 below.

Table 5.30 Interested in receiving a copy of the research results

Interested in receiving a copy of the research results
Yes
No
Total

Frequency
42
22
64

percentage
65.6
34.4
100

5.5.3 Willingness in participating in future interview

The final question in the questionnaire asked the respondents if they are willing to 

participate in a future interview as the research plans to carry out a semi-structured 

interview as a supporting method to the questionnaire, and the aim of this question was 

to find out the ability of the respondents in participating in the interview and further to 

measure the validity of the research.

As shown in Table 5.31 below, 56.3% of the respondents are willing to participate in 

the future interview that is considered a high proportion and reflects the validity,
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reliability, and the need of such research in the Jordanian financial sector that gives 

more justification to the research purposes.

Table 5.31: Willingness in participating in future interview

Willingness in participating in future
Yes
No
Total

Frequency
36
28
64

percentage
56.3
43.8
100

5.6 Further analysis

Further analysis was conducted in order to achieve the second objective of the research 

that places emphasis on identifying the sophistication level of management accounting 

according to the IF AC model where the model contains four main evaluation stages.

Therefore, the research in this section will clarify the way it will be implemented, to 

classify the respondent companies according to the IF AC model, classify the respondent 

companies according to their life cycle stages, and finally classify them according to the 

sector classification that contains four main sub-sectors, namely: banking, insurance, 

financial diversified services, and real estate.

Furthermore, and before the classification step, the research will discuss some further 

analysis that was carried out in section four which contains the five categories of 

management accounting practices.
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5.6.1 Predication of management accounting practices

According to Table 5.32 below, the research carried out further analysis regarding the 

prediction of the management accounting practices in order to predict the practices that 

would be extinct from use, practices that would be used more in the future, and the 

practices that would be most prevalently used in the future.

Accordingly, and by looking at the two tables below, the first table, Table 5.32 indicates 

the ranking of all of the management accounting practices in terms of usage and the 

second Table 5.33 ranks them according to importance. The research revealed that 

practices such as target costing that was ranked as low usage, was ranked as high 

importance practice. Therefore, this gives a reasonable indicator that the usage of this 

practice will increase in the future, likewise with the following practices: industry 

analysis practice; benchmarks practice; and product life cycle analysis practice.

The practices that were ranked to be highly used and ranked to be of high importance, 

the research in such aspects predict that any practice that fulfils this criteria gives 

sensible indicators that these practices will be more prevalently used in the future such 

as: financial measures practice; budgeting for planning practice; budgeting for 

controlling costs practice; long-range forecasting practice; and cost- value- profit 

analysis (break- even analysis).

Finally, the research predicts that, because some practices were ranked as low usage 

and low importance, these practices will be extinct from use in the future or they will be 

rarely use in the future in the Jordanian financial sector, such as: product life cycle 

analysis practice; activity based cost practice; and zero -based budgeting practice.
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Tables following 5.32 and 5.33 provide more information in terms of the ranking of all 

management accounting practices (usage and importance).

Table 5.32: The usage of management accounting practices in the Jordanian financial sector

The usage of management accounting practices in the Jordanian financial sector

Ranking
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38

Type of group
Performance
Budgeting
Budgeting
Decision making
Strategic analysis
Performance
Budgeting
Decision making
Decision making
Performance
Budgeting
Budgeting
Performance
Decision making
Costing
Decision making
Strategic analysis
Costing
Budgeting
Decision making
Costing
Strategic analysis
Costing
Decision making
Performance
Decision making
Strategic analysis
Costing
Strategic analysis
Performance
Strategic analysis
Performance
Decision making
Strategic analysis
Costing
Strategic analysis
Costing
Budgeting

Management accounting practices
Financial measures
Budgeting for planning
Budgeting for controlling costs
Product profitability analysis
Long-range forecasting
Cost- value- profit analysis (break- even analysis )
Budgeting for long term (strategic) plans
Cash flow methods
Payback period and /or accounting rate of return
Non-financial measures related to operations and innovation
Flexible budgeting
Budgeting with " what if analysis "
Non-financial measures related to customers
Stock control models
Separation between variable and fixed cost
Customer profitability analysis
Shareholder value
Using a plant-wide overhead rate
Activity based budgeting
Calculation and use of cost of capital in discounting cash flow
Using department overhead rates
Analysis of competitive position
Learning curve techniques
Performing sensitivity "what if analysis "
Non-financial measures related to employees
Probability analysis or computer simulation
Value chain analysis
The cost of quality
Analysis of competitors: strengths and weaknesses
Economic value added or residual income
Industry analysis
Benchmarks
Non- financial aspects are documented and reported

Value chains
Target costs
Product life cycle analysis
Activity based cost (ABC)
Zero -based budgeting

Mean
4.25
3.97
3.95
3.81
3.70
3.64
3.64
3.61
3.52
3.48
3.31
3.13
3.08
2.95
2.92
2.86
2.77
2.75
2.73
2.73
2.73
2.70
2.69
2.58
2.53
2.52
2.48
2.45
2.44
2.38
2.31
2.22
2.19
2.17
2.16
2.09
1.89
1.52

Std. Deviation
.959
1.195
1.201
1.125
1.079
1.277
1.289
1.177
1.208
1.168
1.283
1.351
1.131
1.430
1.337
1.207
1.218
1.333
1.493
1.312
1.472
1.318
1.367

.232

.284

.403

.182

.447

.308
1.175
1.283
1.303
1.082
1.092
.672
1.094
1.114
.816
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Table 5.33: The importance of management accounting practices in the Jordanian financial sector

-. 

janking_
r ~
2
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7 "
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38

The importance of management accounting practices in the Jordanian financial sector
Type of group

Performance
Budgeting
Strategic analysis
Budgeting

Decision making
Budgeting

Strategic analysis
Decision making
Decision making
Strategic analysis
Performance
Decision making
Budgeting

Decision making
Performance
Strategic analysis

Costing
Decision making
Decision making
Budgeting

Performance
Decision making
Strategic analysis
Budgeting
Costing
Costing

Strategic analysis
Decision making
Performance
Strategic analysis
Costing
Costing

Strategic analysis
Performance
Costing

Strategic analysis
Strategic analysis
Budgeting

Management accounting practices
Financial measures
Budgeting for planning
Shareholder value
Budgeting for controlling costs
Product profitability analysis
Budgeting for long term (strategic) plans
Long-range forecasting
Cost- value- profit analysis (break- even analysis )
Cash flow methods
Analysis of competitive position
Non-financial measures related to customers
Payback period and /or accounting rate of return
Activity based budgeting
Probability analysis or computer simulation
Non-financial measures related to operations and innovation
Analysis of competitors: strengths and weaknesses
Target costs
Customer profitability analysis
Calculation and use of cost of capital in discounting cash flow
Flexible budgeting
Non-financial measures related to employees
Performing sensitivity "what if analysis
Industry analysis
Budgeting with " what if analysis "
Separation between variable and fixed cost
The cost of quality
Value chains
Stock control models
Benchmarks
Value chain analysis
Using department overhead rates
Learning curve techniques
Product life cycle analysis
Economic value added or residual income
Activity based cost (ABC)
Using a plant-wide overhead rate
Non- financial aspects are documented and reported
Zero -based budgeting

Mean
2.70
2.64
2.55
2.55
2.45
2.44
2.42
2.41
2.38
2.33
2.31
2.30
2.28
2.28
2.27
2.23
2.23
2.23
2.22
2.22
2.22
2.20
2.16
2.14
2.09
2.09
2.08
2.06
2.03
2.03
2.00
1.97
1.95
1.95
1.92
1.91
1.88
1.69

Std. Deviation
0.525
0.601
0.641
0.641
0.641
0.753
0.686
0.706
0.701
0.736
0.664
0.659
0.786
0.701
0.648
0.707
0.831
0.684
0.678
0.723
0.678
0.694
0.761
0.753
0.791
0.771
0.674
0.753
0.712
0.776
0.797
0.854
0.765
0.805
0.841
0.729
0.655
0.774
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5.6.2 Classification of the respondent companies based on the IF AC model

The classification process of the respondent companies was carried out through several 

steps and the current research followed and adopted the classification that Abdel-Kader 

and Luther (2006) implemented in their research with some differences. 

Following the progress of these steps and supported with discussion in order to clarify 

each step.

5.6.2.1 Determining the characteristics of each stage of IFAC model

As discussed previously in the literature review, the IFAC model classified 

management accounting practices evaluation into four stages as follows, (International 

Federation of Accountants (IFAC) 1998).

1. Stage one: cost determination and financial control.

2. Stage two: information for management planning and control.

3. Stage three: reduction of resource waste in business processes.

4. Stage four: creation of value through effective resource use.

The aim of this step is to classify the respondent companies according to the IFAC 

model in order to identify the sophistication level of management accounting practices 

in the Jordanian financial sector whereas the first stage " cost determination and 

financial control" is considered a simple stage and going up to the fourth stage that is 

named " creation of value through effective resource use " that is considered as the 

advanced level, that contains the most sophisticated management accounting practices.
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In addition, each stage contains practises from the previous stage and the practices that 

the stage contains, for instance: the second stage contained the practices from the first 

stage and practices from the second stage, but more emphasis is placed on the practices 

of the second stage; the third stage contains practices from the first and second stage 

and the practices of the third sage with more emphasis on the practices of the third 

stage; the fourth stage contained practices from all the previous stages with more 

emphasis on the practices of the fourth stage which is the more advanced practices.

5.6.2.2 Finding out the mean of each of these stages for all respondent companies

After clarifying the characteristics of each of the IF AC model stage, the next step is to 

find out the mean of each of these stages to all respondent companies in order to find 

out in which of the IFAC stage each company is placed based on the practices that are 

used in each of these companies.

As discussed in the methodology chapter, each of these stages contains a group of 

practices. Therefore, the research accounted the mean of each of these stages to each of 

the respondent companies in order to prepare for the next step as shown in Table 2 of 

the appendices.

5.6.2.3 Label each respondent company according to the IFAC characteristics

According to Table 2 (appendices) and the analysis that was completed in the last step, 

this step of the research labelled each company based on the characteristics of each 

stage and found out in which stage each company fitted then labelled it.
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Where the companies matched the practices that belong to the first stage, they were 

labelled to the first stage and measured with this criterion against all of the companies. 

The emphasis concept was determined according to the mean of the group of practices 

which each stage contains.

For instance, the company that gives 2 mean score in the first stage, 3.25 mean score in 

the second stage, 1.29 mean score in the third stage and 2.07 mean score in the fourth 

stage, is labelled in the second stage and all the others are labelled by the same method. 

Table No.3 (appendices) gives more illustration of the labelling step.

5.6.2.4 The statistical figures of the classifications

According to the last stage, the research is summarized in Table 3 (appendices) into 

another table to give readable and sensible figures. The research will be based on these 

in the next chapter in order to associate the effect of the contingent variables upon both 

the extent of usage and the current status of the sophistication of management 

accounting practices as revealed by this analysis.

As shown in Table 5.34 below, the research found that almost all of the sample 

population are located in the first stage with 64.1%, the second stage is revealed to be 

29.7% from the whole sample population, and finally the last two stages which are 

considered as the more sophisticated stages found a very low number of companies 

located in this stage with 3.1% for each.
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According to these figures, the research concluded that the Jordanian financial sector is 

dependent on the traditional management accounting practices and almost all of the 

whole sample population are implementing management accounting practices that 

provided information for cost determination and financial control and information for 

management planning and control. In other words, the traditional management 

accounting practices are still widespread and highly used in the Jordanian financial 

sector and are rarely using the more sophisticated or advanced management accounting 

practices, for more information see Table 5.34 and Figure 5.6 below.

Table 5.34: Classification of the Jordanian financial sector based on the IFAC Model

Stage
One
Two
Three
Four

IFAC model stages
Cost determination and financial control
Information for management planning and control
Reduction of resource waste in business processes
Creation of value through effective resource use

Total

Frequency
41
19
2
2

64

Percentage
64.1%
29.7%
3.1%
3.1%
100%

Figure 5.6: Classification of the Jordanian financial sector based on the IFAC Model

IFAC and Jordanian financial sector

Stage one 

i Stage two
Stogo throe 

i itage four

211



Chapter Five__________________________Quantitative Data Analysis 

5.6.2.5 The IF AC model and the importance of management accounting practices

Based on the information that comes from the second question that was asked of each 

of the management accounting groups in section four regarding the importance of each 

of the practices, the research repeated the same steps to find the location of 

management accounting practices in the Jordanian financial sector, but this time based 

on the importance of each practices, not on the usage of each of the practices.

As discussed earlier in the analysis of section four, the respondents were asked to rank 

the importance of each of the practices in order to predict the future trend regarding the 

adoption of these practices, whereas the practice that ranked low usage and highly 

important underlying the trend to use this practice in the future, therefore, this analysis 

of the importance of the management accounting practices according to the IF AC 

model could be used as an indicator of the future trend of the movement of the 

companies in the Jordanian financial sector through the IF AC stages. Consequently, the 

research carried out the same steps above for the importance of management accounting 

practices.

As shown in Table 5.35 below, there is a slight movement from stage one to stage two 

as in the last analysis the proportion in stage one is revealed to be 64.1% but according 

to this analysis it is revealed to be 39% and stage two in the previous analysis was 

found to be 29.7% but in this analysis was found to be 28%.
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Interestingly, stage three and stage four according to the previous analysis were 

indicated to be a very low number of companies , but according to the current analysis 

there is a remarkable increase in the number of companies now located in the third and 

fourth stage that, once again they considered as more sophisticated levels by 17.4% and 

15.6%.

To sum up, this analysis indicated that in future there could be improvements in terms 

of the adoption of more sophisticated or advance management accounting practices in 

the Jordanian financial sector that provide information regarding reduction of resource 

waste in business processes and for creation of value through effective resource use. 

See Table 5.35 and Figure 5.7 below for more illustration

Table 5.35: The IFAC model and the importance of management accounting practices

Stage
One
Two
Three
Four

IFAC stages
Cost determination and financial control
Information for management planning and control
Reduction of resource waste in business processes
Creation of value through effective resource use

Total

Frequency
25
18
11
10
64

percentage
39%
28%

17.4%
15.6%
100%

Figure 5.7: The IFAC model and the importance of management accounting practices

IFAC and Jordanian financial sector
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5.6.3 The IF AC model stages and life cycle stages

It is worthwhile to examining the classification of IF AC model stages a cross the life 

cycle stages, as shown in the analysis of section two, that the 64 companies divided 

into four life cycle stages, and according to Tables 5.36;5.36;5.37;5.38;5.39 below the 

research revealed several results; firstly the birth life cycle stage companies are almost 

located in the stage one and two based on the IFAC model by 94% that is a reasonable 

conclusion as the birth life cycle stage is characterised to be less sophisticated in terms 

of operation and less amount of information is needed , and the emphasis is placed on 

cost determination and financial control and information for management planning and 

control. Secondly, the growth life cycle stage was found to have moved a little to 

adoption practices with emphasis on reduction of resource waste in business processes 

(stage three of IFAC) by 4%. Thirdly, the maturity life cycle stage was found to move 

from first the IFAC stage into the second stage with a small move into the third stage 

since the stage one occurred 47%, stage two reported by 47%, and finally stage three by 

6%. Finally, the revival life cycle stage, reported an adoption of practices from stage 

four of the IFAC model by 25%.

In general, the research revealed that the adoption of management accounting practices 

move from stage one of the IFAC model into the following stages during the 

respondents companies move from the life cycle stage to another, that gives an initial 

conclusion that the sophistication of management accounting practices in the Jordanian 

financial sector associated positively with the life cycle stages variable. 

For full details see the tables below.
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Table 5.36: The IFAC model and birth life cycle stage

Birth life cycle stage
Stages
Stage one
Stage two
Stage three
Stage four

IFAC stages
Cost determination and financial control
Information for management planning and control
Reduction of resource waste in business processes
Creation of value through effective resources use

Total

Number
11
5

0

1

17

Percentage %
65
29
0
6

100

Table 5.37: The IFAC model and growth life cycle stage

Growth life cycle stage
Stages
Stage one
Stage two
Stage three
Stage four

IFAC stages
Cost determination and financial control
Information for management planning and control
Reduction of resource waste in business processes
Creation of value through effective resources use

Total

Number
20

5

1

0

26

Percentage %
77

19

4

0

100

Table 5.38: The IFAC model and maturity life cycle stage

Maturity life cycle stage
Stages
Stage one
Stage two
Stage three
Stage four

IFAC stages
Cost determination and financial control
Information for management planning and control
Reduction of resource waste in business processes
Creation of value through effective resources use

Total

Number
8

8

1

0

17

Percentage %
47

47

6

0

100

Table 5.39: The IFAC model and revival life cycle stage

Revival life cycle stage
Stages
Stage one
Stage two
Stage three
Stage four

IFAC stages
Cost determination and financial control
Information for management planning and control
Reduction of resource waste in business processes
Creation of value through effective resources use

Total

Number
2
1
0

1
4

Percentage %
50

25

0

25

100
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5.6.4 The IFAC model stages and sector classification

Similarly, the research attempts to find out the classification of the IFAC model stages 

according to the classification of the Jordanian financial sector that includes four main 

sub-sectors: banking, insurance, financial diversified services, and real estate.

According to Tables 5.40;5.41;5.42;5.43 below, the research found that the banking 

sub-sector is the more sophisticated in terms of the adoption of management accounting 

practices since the banking respondents reported 7% located in stage four of the IFAC 

stages and 50% in stage two of the IFAC model.

The financial diversified services sub-sector comes after the banking in terms the 

sophistication level of management accounting practices based on the IFAC model, 

since 6% are located in stage four of the IFAC, 6% in stage three, 18% in stage two, 

and finally the rest are located in stage one of the IFAC model.

Followed by the insurance sub-sector in terms of the sophistication with 31% located in 

stage two of the IFAC and the rest located in stage one of the IFAC model.

Finally, the real estate sub-sector is revealed to be the lowest sub-sector in terms of the 

sophistication level of management accounting practices, where almost all of the 

respondent companies are located in stage one and two of the IFAC model by 94%. 

For full details see the tables below.
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Table 5.40: The IFAC model and the banking sector

Stages
Stage one
Stage two
Stage three
Stage four

Banking sector
IFAC stages

Cost determination and financial control
Information for management planning and control
Reduction of resource waste in business processes
Creation of value through effective resources use

Total

Number
6
7

0

1

14

Percentage %
43
50
0
7

100

Table 5.41: The IFAC model and the insurance sector

Insurance sector
Stages
Stage one
Stage two
Stage three
Stage four

IFAC stages
Cost determination and financial control
Information for management planning and control
Reduction of resource waste in business processes
Creation of value through effective resources use

Total

Number
11
5

0

0

16

Percentage %
69
31
0
0

100

Table 5.42: The IFAC model and the financial diversified services sector

Financial diversified services sector
Stages
Stage one
Stage two
Stage three
Stage four

IFAC stages
Cost determination and financial control
Information for management planning and control
Reduction of resource waste in business processes
Creation of value through effective resources use

Total

Number
12

3

1

1

17

Percentage %
71

IS

6

6

100

Table 5.41: The IFAC model and the real estate sector

Real estate sector
Stages
Stage one
Stage two
Stage three
Stage four

IFAC stages
Cost determination and financial control
Information for management planning and control
Reduction of resource waste in business processes
Creation of value through effective resources use

Total

Number
12

4

1

0

17

Percentage %
71

23

6

0

100
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5.7 Summary

The quantitative data analysis chapter has provided information regarding the 

characteristics of the respondent companies, the role of management accounting, the 

extent of the usage and the importance of management accounting practices, and finally 

the impact of a group of contingent factors upon the sophistication level of management 

accounting in the Jordanian financial sector context.

Therefore, this chapter aimed to meet the first and second of the research objectives, 

namely: obtain a broad overview of management accounting practices in the Jordanian 

financial sector in general, including the extent of usage of management accounting 

practices; an examining of the sophistication level of management accounting practices 

and at which phase, based on the IF AC model, the Jordanian financial sector is 

currently placed; and to contribute to the knowledge of the role of management 

accounting in the Jordanian financial sector to enrich management accounting studies.

To this end, the results from these questions gave an indicator to the newly formed 

companies that have operated in the Jordanian financial sector in terms of their age 

since 64.1% of the respondent companies were no older than 15 years and to the 

simplicity of operations that the Jordanian financial sector has produced /provided to 

their customers since 84.4% from the respondent companies produce/provide less than 

20 products/services.

In terms of professional competence, the chapter reported that the Jordanian financial 

sector is to recruit qualified employees, there is an awareness of the importance of 

qualified staff, there is a lack of professional certificates in the Jordanian financial
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sector, and the ability to work in a team was classified as the most important skill with a 

mean score of 2.89.

The results of the life cycle stages revealed that the Jordanian financial sector is a youth 

sector since 67.2% of the respondent companies have been located in the first two 

stages. Moreover, the banking sub-sector is the oldest sector in terms of the life cycle 

stages, the insurance sector came second in terms of the life cycle stages, then the 

diversity financial services sector, finally the real estate sector.

In terms of technology aspects, the chapter reported high usage of computers in the 

accounting departments, almost all the respondent companies have network connections 

within these accounting departments and less connectivity with other departments, 

finally the Jordanian financial sector more frequently use information technologies than 

production technologies that could be explained as most of these production 

technologies are more applicable to the manufacturing sector rather than the financial 

sector, since the financial sector relies more on providing services.

In terms of management accounting status, the research revealed that 59.4% of the 

sample has a specific department for management accounting, the highest type of 

information is reported direct to the line manager in terms of management accounting 

types, and the most important role was cost determination and financial control.

In terms of the usage and the importance of the five groups of management accounting 

practices, the findings reported that the most widespread costing practice is a separation 

between variable and fixed cost and using a plant-wide overhead rate, the lowest 

costing system practices in usage is ABC. Therefore, the research concluded that the
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usage of the traditional costing practices is still prevalent based on the lowest rank of 

the contemporary costing practices.

hi terms of the importance of costing practice, the chapter reported that the highest 

important costing practice is target cost and ABC was ranked the lowest used practice.

Regarding the budgeting practices, budgeting for planning was considered to be one of 

the highest management accounting practices usage in general and among budgeting 

practices in particular and lowest budgeting practices are activity based budgeting and 

zero-based budgeting. Budgeting with " what if analysis " practice has been ranked as 

less important; moreover, the findings indicated that budgeting practices are heavily 

used in the Jordanian financial sector, particularly budgeting for planning.

The financial measures is considered as the highest practice among the performance 

evaluation practices since 78.1% of respondents ranked it often and vey often used, and 

the research revealed that there is a lack of use of non-financial measures that they 

considered as contemporary management accounting practices, that almost all 

respondents considered all the performance evaluation practices as important even the 

contemporary practice that gives a strong indication to the future trend of these 

companies which might adopt these practices.

Product profitability analysis has the highest rate of usage followed by cost- value- 

profit analysis (break- even analysis) among the decision making practices.

Regarding the strategic analysis practices, long-range forecasting practice is reported as 

high usage practice with 63% of the respondent companies rating it as often or very 

often used. The research revealed that there is low adoption and usage of strategic
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analysis practices in the Jordanian financial sector, revealing that there would not be 

any changes in the future in terms of adopting new strategic analysis practices.

In addition to the findings of the usage and the importance of management accounting 

practices, the research offered a cautious prediction of the future trend of usage of these 

practices. Therefore, it suggested that financial measures practice, budgeting for 

planning practice, budgeting for controlling costs practice, long-range forecasting 

practice, and cost- value- profit analysis (break- even analysis) will be prevalently used 

in the future and reported that product life cycle analysis practice, activity based cost, 

practice, and zero -based budgeting practice will be extinct from use in the future or 

they will be rarely used in the future in the Jordanian financial sector.

In terms of the factors that influence the sophistication level of management accounting 

practices, the findings revealed that the most important factor is top management 

support followed by an increase in market competition, and reported that the language 

factor has ranked as the lowest factor, therefore, the research revealed that the 

sophistication level of management accounting practices in the Jordanian financial 

sector is influenced by internal and external factors.

The findings support the research in terms the validity and the justification of 

implanting this research in the Jordanian financial sector since 65.6% of the 

respondents want a copy of the research results, 56.3% of the respondents are willing to 

participate in the future interview that is considered a high proportion and reflects the 

validity, reliability, and the need of such research in the Jordanian financial sector that 

gives more justification to the research purposes.
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Based on the IFAC model, the research revealed that almost all of the sample 

population are located in the first stage with 64.1%, the second stage is revealed to be 

29.7% from the whole sample population. Therefore, the research concluded that the 

Jordanian financial sector is dependent on the traditional management accounting 

practices and almost all of the whole sample population are implanting management 

accounting practices that provided information for cost determination and financial 

control and information for management planning and control.

In addition, the research revealed that the adoption of management accounting practices 

moved from first stage of the IFAC model into the following stages during the 

respondents companies move from the life cycle stage to another, and the research 

found that the banking sub-sector is the more sophisticated in terms of the adoption of 

management accounting practices since the banking respondents reported 7% located in 

stage four of the IFAC stages and 50% in stage two of the IFAC model.
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6. Semi-Structured Interviews Analysis

6.1 Introduction

This chapter aims to reveal the results that come from the semi-structured interviews 

that were carried out on a selected sample of 14 companies from the Jordanian financial 

sector.

The main aim for conducting the semi-structured interview was to obtain further 

information about the sophistication level of management accounting practices; the 

reasons for adopting, or not adopting, management accounting practices; the role of 

management accounting in the Jordanian financial sector; the factors which influence 

the sophistication level of management accounting practices; and any issues that were 

raised by the interviewees that might enhance the research objectives.

Moreover, the semi-structured interviews were intended to confirm, support, and 

explain the results that were gained from the questionnaire analysis and provide the 

researcher with new issues that merit investigating in depth whilst providing an 

indicator for future research.

14 companies were selected from the 20 companies that represented the four sub- 

sectors, and the four stages of life cycle for each sub-sector. Based on this selection 

method, the research obtained a representative sample for the whole population. Table 

6.1 shows the configuration of (14) interviews that were included in the study 

interviews.

For more information of the criteria that were used in selecting the interview sample, 

please refer to the methodology chapter, Chapter Four.
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Table 6.1: The selection of companies interviewed

Sub-sector

Banking

Insurance

Diversity financial services

Real estate

Total

Life cycle stages

Birth

1

1

1

1

4

Growth

1

1

1

1

4

Maturity

1

1

1

1

4

Revival

1

1

0

0

2

Total

4

4

3

3

14

The interviews were carried out between the 15/12/2008 and the 10/01/2009 by the 

researcher. All the interviewees' companies are located in the capital (Amman). The 

Arabic language was used during the interviews, with some English terminologies 

being used that related to management accounting practices, and the average duration of 

the interviews was 45 minutes.

The interviews began by the researcher giving background information including; the 

name of university where the researcher studies; the sponsor's name; the main 

objectives of the research; and assurances that the interview will be treated in complete 

confidentiality with the information will be used solely for the research purposes.

The researcher then began to ask the interviewees the interview questions; starting with 

questions related to the usage of management accounting practices that were classified 

into five main groups, then questions in terms of the main factor (s) that influence the 

decision for adopting or not adoption these practices.

Questions were then asked regarding the role of management accounting information in 

the interviewees' companies, and finally the last questions were asked about the factors 

that influence the sophistication level of management accounting practices.
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As mentioned earlier in the methodology chapter, the interviewees were treated freely 

in terms of adding, discussing or emphasising in some points, and most of the questions 

asked by the researcher relied on the answers of the interviewees, where each answer 

opened another question to ask and to discuss. This way of running the interviews was 

aimed to gain as much information from the interviewee' to help explain and support 

the questionnaire analysis result, to point out some important factors that influence the 

sophisticated level of management accounting practices, and shed some light on new 

issues and ideas.

As a consequence of the interview questions, the current chapter will be divided into 

three main sections: the first section will deal with the results of the questions that are 

related to the usage of management accounting practices; questions that are related to 

the factor (s) that influence the decision of to adopt or not to adopt management 

accounting practices.

The second section reveals the results of the questions about the role of management 

accounting information, the department responsible for carrying out management 

accounting tasks, and the satisfaction level of the information that the management 

accountant provides.

The third section reports the result of the questions concerning the factors that influence 

the sophistication level of management accounting practices in the Jordanian financial 

sector and any new issues or ideas generated by the interviewees.
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6.2 Section one: Usage of management accounting practices

This section is divided into two main areas, firstly the results from the interview 

questions regarding the usage of management accounting practices, and secondly the 

factors that influence the decision of adopting or not adopting management accounting 

practices.

6.2.1 Costing system practices

Almost three quarter of the interviewees (10 out of 14) emphasised that they used 

traditional costing system practices, for instance; separation between variable and fixed 

cost, using a plant-wide overhead rate, and using department overhead rates. The 

interviewees attributed their reliance on the traditional costing system practices, to 

several reasons, mainly; the lack of financial resources and being short of trained staff 

that was reported by company No.2 as follows:

"In our financial department we rely on the traditional costing system practices and we 
are aware of the new costing system, however, the lack in financial resources and the 
shortage of well trained staff are the main challenges to adopting them."

(Company No. 2)

Other reasons that were mentioned by the interviewees were; satisfaction with the 

current costing system and the absence of top management support to adopt advanced 

practices.

"The traditional costing system we have in our company provides us with all that we need 
to determine the cost of our products but not all that we need, however, we hope in the 
near future to adopt more advance costing practices but we need a top management 
support to help us to move forward to adopt them".

(Company No. 5)
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Moreover, the interviewees attributed the reason for the current status of costing system 

usage to low awareness of the advantage of the new costing practices and there is an 

indication that interviewees intend to adopt advance costing system practices in the 

future.

"We rely on the separation between variable and fixed cost practice and other traditional 
costing systems and we are satisfied with what these practices provide us, however, we 
don't have much information about the advanced practices."

(Company NO. 13)

The rest of the interviewees (4 out of 14) pointed out that they relied on the advanced 

costing system in their financial department as well as the traditional practices, and they 

attributed this reliance to the importance and advantages of adopting these advance 

practices.

"The cost of quality and target cost are very important practices in our company and we 
depend on them and adopt them so often too because of the huge advantages that we gain 
from them particularly the advance costing system."

(Company No.8)

The interviewees attributed the reason behind this adoption to the advance technologies 

they were using and the complexity of services they provide, as the following claim by 

company No.3 shows.

"Activity based costing (ABC) practice used in our company since one year ago, and we so 
pleased to add it to our system. The (ABC) practice applicable to our company whereas 
there are many services we provide to our customers and the use of advance information 
technologies such as Management Information Systems (MIS)."

(Company No. 3)
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Another reason behind the using of on advance costing system is the sharp competition 

in the market, as the following company claimed;

"In a rapidly and sharp competitive environment you need to find out the accurate cost of 
our product or service for at least two main reasons; control the indirect overhead cost and 
pricing our product or service and the advanced costing system practices provide these 
requirements."

(Company No. 14)

In general, the results from the semi-structured interviews regarding the costing system 

support the conclusion drawn from the questionnaire analysis and provide additional 

information in terms of the reasons for adopting traditional costing system practices and 

contemporary ones.

6.2.2 Budgeting system practices

hi terms of the usage of budgeting system practices, almost all interviewees (12 out of 

14) indicated that they adopted the budgeting practices for planning purposes and 

controlling costs, with both of these practices considered as traditional management 

accounting practices. Moreover, all the interviewee' were familiar with the budgeting 

system practices in their companies.

"Budgeting practices for planning and budgeting for controlling costs practices are widely 
and very often used in my financial department, however, these practices give useful 
information for the planning to next month, semi-annual, or annual."

(Company N0.9)

"Budgeting system practices are very important indicators to measure and evaluate the 
performance of the companies; however, we use the budgeting system and rely on it for 
planning, measuring performance, and controlling."

(Company No.5)
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And four of the interviewees indicated that they are using advance budgeting system 

practices such as zero -based budgeting and activity based budgeting. They attributed 

the use of advance budgeting practices because they were applicable to the company 

operations and gave more reliable and reasonable figures.

"In our company we use the budgeting system for forecasting and controlling purposes 
along with contemporary budgeting practices such as activity based budgeting that gives 
us more reasonable and reliable figures."

(Company No. 11)

The results that came from the interviews about budgeting system practices are 

consistent with the results from the questionnaire analysis results that indicated that the 

budgeting system is widespread and the main purposes of using budgeting system 

practices are for planning, controlling costs, and measuring performance.

6.2.3 Performance evaluation practices

Eleven of the fourteen interviewees indicated that they were more familiar with 

financial measures are widely used to evaluate the performance of their companies. The 

interviewees indicated that they find the financial performance evaluation more 

understandable, convenient and reliable;

"We use the financial measures practices for evaluating our company performance, 
whereas these practices give us reasonable figures of the performance and we rely on them 
so often."

(Company No.12)
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"I am aware of the non-financial performance evaluation practices and how much they can 
help in evaluating the employees performance for instance, even though, we are still using 
the financial measures to evaluate our company performance for the reasons that we are 
short of staff who deal with it, it needs a good technological infrastructure, and the lack of 
budget for development in the financial department."

(Company No.S)

In terms of the non-financial performance measures practices, three interviewees 

indicated they used these practices because they gave more information and details 

regarding the company performance as company No. 11 reported.

"In our company strategy, we adopting a financial and non-financial performance 
measures in order to evaluate the performance of the whole company and the non- 
financial measures practice are so helpful and meaningful in this term."

(CompanyNo.il)

These companies mentioned that the size of their business and achieving the strategy of 

their companies encouraged the departments to develop in order to enhance the 

performance of the company and to adopt practices that enable the evaluation of 

performance in multiple dimensions.

"The non-financial performances practices measures are very important practices, from 
my experience they are good indictors particularly for measuring the performance from 
many directions and size of our company, achieving our strategic plans and evaluating the 
performance of our branches are the main reasons behind adopt those practices."

(Company N0.7)

To sum up, the financial performance measures are the widespread practices that are 

used to evaluate the performance of the interviewee companies in the Jordanian 

financial sector. This conclusion supports the results that were revealed in the analysis 

of the questionnaires. Moreover, there is some an awareness of the importance of the 

non-financial performance evaluation practices.
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6.2.4 Decision making practices

The interviews results and discussions in terms of the decision making practices 

revealed that eight interviewee companies were using traditional decision making 

practices, such as, cost- value- profit analysis, and discounted cash flow methods for the 

evaluation of major capital investment as company No. 12 reported.

"In our company we used to use the cost- value- profit analysis in order to make decisions 
and we realize the important of such practices for making critical decisions."

(Company No.12)

Four interviewees pointed to the usage of stock control models and evaluation of major 

capital investment based on payback period and /or accounting rate of return practice.

"We depend on simple decision making practices to evaluate and make decisions such as 
payback period practices and we implement stock control practices to monitor the stock 
and make decisions related to the stock such as pricing the stock, and determining the 
purchase point and price."

(Company No. 2)

The interviewees indicated that the high use of the traditional decision making 

practices were due to the lack of training courses and the shortage of expertise 

(professional staff), and the risk of change.

"From my perception, I think the use of the conventional decision making practices is 
attributed to the lack of training courses that explains the advantages of adopting the 
contemporary practices and the shortage of staff who possess professional certificates 
(professional staff), and the risk of change to new practices effecting the reliance on the 
conventional ones as well"

(Company No.5)
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Regarding contemporary decision making practices, the interviews revealed that two 

interviewee companies used probability analysis or computer simulation for evaluating 

the risk of major capital investment projects and product profitability analysis.

"According to the sophistication of operations and from our understanding of the 
importance of decision making practices, we were interested to adopt the most effective 
practices."

(Company No.7)

Almost all the interviewees pointed out the importance of the decision making practices 

to facilitate making decisions, particularly the decisions that are related to capital 

investments.

"The decision making practices are vital and significant practices, specially the 
contemporary decision making practices, that provides our company with information that 
are used for making very critical decisions particularly decisions relating to capital 
investments"

(Company No.13)

The above results are consistent with the questionnaire analysis results that indicated 

that there is a lack of usage of contemporary decision making practices and widespread 

use of the traditional practices. Moreover, the high awareness of the importance of the 

decision making practices, particularly the contemporary practices, and the main 

reasons behind the lower usage of the contemporary practices is attributed to the lack of 

training courses and shortage of expertises (professional staff), and the risk of change.
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6.2.5 Strategic analysis practices

The last questions and discussions in terms of the management accounting practices 

were asked to emphasise the strategic analysis practices and the importance of these 

practices. The interview results revealed that there was a lack of usage of the strategic 

analysis practices among the interviewees' companies as (10 out of 14) interviewee 

companies pointed out that they did not often use these practices except for long-range 

forecasting.

The interviewees indicated that the reason behind this the lack of awareness of these 

practices, as reported by company No.2.

"In our strategic analysis, we often used the traditional practice in this context; however, 
we understand that there are modern strategic analysis practices that give more in-depth 
analysis for the strategic level but there isn't an awareness of the contemporary practices 
among the staff

(Company no.2)

Other reasons that were revealed and pointed out by the interviewees are: short of 

budgeting for developments, there is no need for more sophisticated practices as the 

simple practices accomplish the task, and the need of professional skills to adopt this 

practice that requires analytical and communication skills, as a claim indicated by 

company No. 13 and company No.l 1

"From my experience, the traditional strategic analysis practices achieve all what we need, 
therefore, are no need to adopting more sophisticated practices, alongside with these 
practices we need more trained and educated employees."

(Company No. 13)

233



ghapter Six______________________Semi-Structured Interviews Analysis

"The strategic analysis practices are rarely used in our company and the reason behind the 
lack of using such practices is due to a shortage of staff that possess professional skills such 
as analytical and communication skills that are very important skills in order to 
understand the output of those practices."

(Company No. 11)

Two interviewees pointed out the frequent usage and importance of these practices 

particularly at a strategic level, such as; value chain analysis practice and analysis of 

competitive position practice.

"The strategic analysis practices are very important and critical practices, and in our 
company we use these practices especially the contemporary practices, such as value chain 
analysis practice and competitive position practice."

(Company No.7)

Therefore, these results support the questionnaire analysis results that emphasised the 

lack of strategic analysis practices.

6.2.6 Reasons behind adopting or not adopting management accounting practices.

According to the above discussions that tackled the adopt of management accounting 

practices in the interviewee companies and the reasons behind the adoption or not of 

these management accounting practices, the current section summarises the main 

reasons that influence the adoption decision of those practices from the interviewees' 

perception.

Table 6.2 and Table 6.3, summarise the reasons for the adoption or not adoption of both 

traditional and contemporary practices.
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Table 6.2: Reasons behind adopting traditional management accounting practices

Reasons behind adopting traditional management accounting practices
Lack of financial resources
Shortage of training courses
Satisfaction with the current practices
Absence of top management support
Low awareness of the advantages of contemporary practices
Applicable to business type
Shortage of professional certificates
Shortage of professional skills

Table 6.3: Reasons behind adopting contemporary management accounting practices

Reasons behind adoption contemporary management accounting practices
Information technologies

Sophistication level of operations

Sharpe competition

Provide accurate reliable and reasonable figures

Business type

Size

6.3 Management accounting information status

This section covers the results of interview questions and discussions in terms of the 

role of management accounting information, types of management accounting 

information that they require, and any other issues that are related to this context.

6.3.1 The role of management accounting

Almost half of interviewees (8 out of 14) pointed out that the main role of management 

accounting in their companies was to determine cost and financial control. Three 

interviewees indicated that the main role of management accounting was intended to
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provide information for management planning and control, as reported in company 

No. 12 and company No.6.

"From my perspective; the main role of management accounting is to provide information 
in terms of cost determination and financial control."

(Company No. 12)

"Planning and control purposes are the main role of management accounting in my 
company besides determining costing information that is important as well."

(Company No.6)

Two interviewees argued that reduction of resources wasted in business processes is the 

major role of management accounting from their perspective, and finally, one 

interviewee mentioned that the main role of management accounting in his company 

was to create value to the company through effective resources use, as pointed out by 

company No. 7.

"It is important to our company to determine the cost and financial control through 
management accounting tools, however, the contemporary issues in the business 
environment shift our way of utilizing of management accounting to reduce waste of 
resources in business processes and create value to our company."

(Company No.7)

Consequently, the results of these interviews as presented above, support the results of 

the questionnaire analysis that revealed that almost three quarters of the Jordanian 

financial sector is located in the first and second stages of the management accounting 

practices revolution based on the IF AC model.
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6.3.2 Type of management accounting information

According to the questions and discussions with the interviewees regarding the type of 

management accounting they needed in their companies, the research revealed that half 

the interviewees (7 out of 14) pointed out that they needed management accounting 

information to be available immediately upon request and directly reported to the line 

manager, as company No. 3 argued.

"I would prefer that management accounting information to be available to me without 
delay and reported to the manager when requested."

(Company No.3)

Five interviewees indicated the importance of management accounting information to 

be updated and made available on a real time basis, as company No. 5 indicated.

"It so crucial to my company, that management accounting information be provided 
updated and made available on a real time basis."

(Company No.5)

And finally another interviewee mentioned that he preferred management accounting 

information to be available on a systematic, regular, and short time basis.

"Based on manager desires, we determine the type of management accounting 
information, however, usually; we provide a systematic, regular, and short time basis 
information."

(Company No.10)

The results indicate that there is diversity in terms of the type of management 

accounting information that is needed in the Jordanian financial sector with consensus 

among all the interviewees to the importance of this information. Moreover, they 

mentioned that manager requests, type of business, and professional skills of the
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management accountants are the main factors that determine the type of management 

accounting that is provided. Finally, it should be noted that these are results consistent 

with the questionnaire analysis results.

6.3.3 Issues mentioned by the interviewees related to the management accounting 

field

During the discussion the interviewees pointed out some issues that related to the 

satisfaction level of the status of management accounting in the Jordanian financial 

companies, skills that needed to be possessed by the management accountant, and 

finally who is the responsible person or department for carrying out management 

accounting roles.

Firstly, almost half of the interviewees (8 out of 14) were satisfied with the status of 

management accounting in their companies as they felt it accomplished all that they 

needed.

"Well, I think that the current status of management accounting in my company is 
acceptable whereas it accomplishes all that I need from cost information, planning, and 
control purposes."

(Company No.2)

The rest of the interviewees (6 out of 14) believed that they did not utilise all of the 

advantages offered by management accounting information and this was attributed to 

the lack of professionals and good training courses, and a lack of knowledge of what 

management accounting information can provide.
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"I believe that there are many advantages can be gained from management accounting 
information but the lack of well trained staff and lack of knowledge about these 
advantages put us behind the current status."

(Company No.14)

Secondly, the interviewees indicated the essential role of specific professional skills that 

management accountants have to possess in order to enhance the role of management 

accounting in the Jordanian financial sector companies. Almost all the interviewees (13 

out of 14) agreed that the professional skills are a vital element in carrying out 

management accounting tasks, as company No. 10 and company No.4 argued.

"From my experience, the ability to work in a team, accounting knowledge and other skills 
are very important skills that support the role of management accounting and have a 
significant effect as well."

(Company No.10)

"The analytical skills and written and verbal communication skills are crucial elements in 
management accounting and any management accountant has to possess them beside 
accounting and business nature knowledge."

(Company No.4)

Finally, and through the interviews, the research found that (9 out of 14) of the 

interviewee companies did not have a specific department for management accounting 

and that the financial manager in the companies was the person responsible for 

management accounting tasks.

"Management accounting tasks are carried out by me as I am the financial manager and I 
am aware of all the matters of the company."

(Company No.8)
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Three interviewee companies were found to have a particular person within the 

financial department different from the financial manager position responsible for 

management accounting tasks under the name of cost controller or other titles.

"There is a particular position within our financial department that is responsible for 
these tasks and he reports direct to me."

(Company No.5)

Two interviewees indicated that the management accounting tasks were the 

responsibility of a responsible separate department not belonging to the financial 

department under the title "financial analyst or planning and control office"

To sum up, the results from the above discussions with the interviewees revealed that 

the management accounting role in the Jordanian financial sector is mostly based on 

determining cost and the maintenance of financial control.

In terms of type of management accounting information status in the Jordanian financial 

sector, the research revealed that there was an awareness of the advantages of 

management accounting information. In addition, the interview results indicated the 

crucial role of professional skills in management accounting, and the role of the person 

responsible for management accounting tasks varied from one company to another and 

this indicates vague criterion for selecting the management accountant position. 

Accordingly, these results support the questionnaire analysis results.
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6.4 Factors that influence the sophistication level of management accounting 

practices

The last section was concerned with showing the main results that were drawn from the 

interviews in terms of the factors that influence the sophistication level of management 

accounting in the Jordanian financial sector.

One of the objectives of the research was to discover the main factors that influenced 

the sophistication level of management accounting, thus the interviewees were asked 

questions relating to the sophistication level of management accounting practices in the 

Jordanian financial sector and the factors that influenced the sophistication level.

The following are the main factors given by the interviewees in response to the 

interview questions and related discussions:

6.4.1 Lack of training courses

The results of the interviews confirmed the results of the questionnaire analysis in terms 

of importance of the training courses upon the sophisticated level of management 

accounting practices. Nine out of fourteen interviewees pointed out the importance of 

the training courses and they attributed the current level of sophistication to the lack of 

training courses that are relevant to management accounting practices.

"From my experience, one of the main factors that influence the current status of 
management accounting is the lack of training courses and staff development."

(Company No.l)
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"Lack of trained staff on the contemporary practices is behind not adopting these practices 
in my company that need training courses before adopting them and to get the staff aware 
of how to use them."

(Company No.9)

6.4.2 Top management orientation

Eight interviewees mentioned the role that the top management orientation factor 

played in encouraging or discouraging the adoption of advanced management 

accounting practices. The results of the interviews indicated that the top management 

orientation influenced the sophistication level whereas the top management orientation 

is responsible for developing or not the accounting system. This finding confirms the 

results of the questionnaire analysis that indicated the important role of top management 

support and orientation in adopting more sophisticated management accounting 

practices in the Jordanian financial sector.

"In the end of the day, if the top management oriented to improve the financial 
department or not, if so it will be easy for us to apply for having these practices and 
provide us with the requires training on them as well."

(Company No. 12)

"I think the sophistication level depends on our manager orientation, if he is satisfied with 
the current management accounting information or not, therefore the decision to adopt or 
not advanced management accounting practices is attributed to the top management 
decisions."

(Company No.8)

"As financial department, we reported to our top management with our recommendations 
to adopt new management accounting practices and what the benefit that will gain from it 
and its up to them to accept or not."

(Company No. 13)
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6.4.3 Gap between the education curriculum and the practical work environment

During the discussions with the interviewees, eleven interviewees out of fourteen 

indicated that there is a gap existed between what the accountant student had been 

taught and the practical work environment and the lack of relevant skills. The 

interviewees attributed the current status of management accounting practices to an 

education curriculum that did not pay much attention to the new practices and 

concentrated on theories whilst failing to prepare the student for the actual need of the 

practical work environment.

Moreover, the interviewees mentioned the lack of relevant skills that suppose the 

graduate accountants are expected to possess, and they indicated that professional skills 

came as supplementary to the modules that the students were taught.

Therefore, the findings are consistent with, and support, the questionnaire analysis 

results in terms of the vital role that the education curriculum and professional skills in 

influencing the adoption of more sophisticated management accounting practices.

"I attributed the current status of sophistication level to the management accountants' 
quality, as almost aU of them qualified with less knowledge about the practical 
environment."

(Company No.4)

"I suffered a lot with the new graduated accountant whereas they didn't have many 
experience on what the real accounting environment is, and they didn't possess the 
relevant skills that the job required."

(Company No.ll)

"From my observation, Lack on both management accounting skills and knowledge of the 
practical environment are behind not adopting advanced management accounting 
practices."

(Company No.7)
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6.4.4 Lack of financial resources

Almost all the interviewees (11 out of 14) indicated during the discussions that the lack 

of financial resources was responsible for the under development of one of the 

significant elements that influence the adoption decision of adopting advanced and 

more sophisticated management accounting practices in the Jordanian financial sector 

context, and they attributed the current status of management accounting to the lack of 

financial resources and lack of budgeting for development.

"The adoption of the advanced management accounting practices need a big amount of 
money that is not there; therefore we always faced with shortage of financial resources 
when we tend to adopt new practices."

(Company No. 12)

"New practices such as ABC require many things to adopt mainly; purchase the software, 
training course, and advanced technologies, if we transfer them to money language it will 
cost a lot of money that we can't afford."

(Company No3)

Accordingly, the above results are consistent with the questionnaire analysis results that 

revealed the significance of financial resources in explaining the sophistication level of 

management accounting practices and revealed that there is not sufficient attention 

being to staff development despite the critical part that development has to play any 

company.
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6.4.5 Life cycle stages

One of the main variables that the research examined is the life cycle stages; once again 

during the discussions with the interviewees they mentioned the life cycle stages impact 

on the sophistication level of management accounting practices. Whereas ten 

interviewees indicated that the life cycle stage of their company had an important 

impact on the status of management accounting practices that they adopted, since each 

stage of life cycle stages had distinctive features that require different practices, as 

shown in the following quotations.

"As our company is located in the birth stage, therefore, the management accounting 
practices status in our company influence by the features of this stage, therefore, no need 
for advance practices, since the traditional and simple practices achieve our 
requirements."

(Company No.9)

"Based on the life cycle model, I can identify our company is located in the growth stage, 
this stage requires management accounting practices that concerned with performance 
evaluation and costing determination. In this context, I would like to stress the important 
of life cycle stages on determining the sophistication level of management accounting 
practices."

(Company No.5)

"In terms of the adoption of the advanced management accounting practices, my view is 
that our mature life cycle stage requires advanced practices that can assist the evaluating 
of the performance, strategic planning, market analysis, and for making critical decisions."

(CompanyNo.il)

"Our company is located in revival life cycle stage and this stage requires particular 
management accounting practices in order to achieve our strategic plans that aims to 
refresh our operations and find a new market to our products; to this purpose we tend to 
adopt the more advanced management accounting practices that meet our requirements."

(Company No.8)

245



Chapter Six______________________Semi-Structured Interviews Analysis

Consequently, the findings from the interviews support and confirm the results of the 

questionnaire analysis results that indicated that the sophistication level increased as the 

companies progress from early stage to advance stage in the life cycle stages. Each 

stage having specific features that management accounting practices have to meet, 

whereas, the first stage adopted the traditional practices and the next stages adopted 

more sophisticated practices and so on.

6.4.6 Business type

As mentioned earlier the Jordanian financial sector is comprised of four sub-sectors; 

banking, insurance, diversity financial services, and real estate companies, therefore, 

and according to the interview findings, the research revealed that there is a significant 

difference among the sub-sectors in terms of adopting management accounting 

practices, as the banking sub-sector was found to be the most advanced in terms of 

management accounting practices, then insurance companies, diversity financial 

services, and last comes the real estate companies that were found to be the simplest in 

terms of management accounting practices.

Therefore, the above results support and confirm the results of the questionnaire 

analysis that indicated that there is a significant different among sub-sectors in terms of 

the level of sophistication of their management accounting practices.

"As a bank company, we have a lot of operations and we provide many services to our 
clients and the banking sector in Jordan already known to be more advanced in terms of 
the technologies, facilitates, management, and accounting systems."

(Company No.l)
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"Insurance companies in general, based on my personal experience, are providing services 
to large a number of clients and one of the growing businesses in Jordan, therefore they 
require a convenient and advanced management accounting practices to confront the 
intensity of market competition."

(Company No.6)

"This sub-sector (diversity financial services), considered as new business in Jordan, 
despite the fact this type of business require advanced tools in order to provide immediate 
and accurate information of the financial market and helps the investors on making right 
decisions, this sub-sector, still using simple management accounting practices."

(Company N0.9)

"Since most of our real estate operations are not that much complicated and we haven't 
got that much of client, therefore, we wouldn't adopt advanced management accounting 
practices as the traditional practices achieve our requirements."

(Company No.13)

6.4.7 Market competition

The results of the interviews indicated that market competition is one of the vital 

elements that influenced the sophistication level of management accounting practices in 

the Jordanian financial sector. Whereas eight interviewees reported that market 

competition is a significant factor that can encourage companies to adopt more 

advanced management accounting practices, gain more information and analysis 

regarding the competitors; conduct market studies; and address their related issues, as 

pointed out by company No.6 and company No. 1.

"No one can ignore the intensive market competition; therefore, this intensive market 
competition encouraged us to adopt the advance practices of management accounting to 
manage this competition through providing useful information and analysis."

(Company No. 6)
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"It's very important to meet the sharp competition by adopting the practices that can give 
helpful information about the market, customer, and suppliers, however, the advanced 
management accounting practices helps to achieve these requires."

(Company No.l)

Therefore, the results confirm and support the results from the questionnaire analysis in 

terms of revealing that the competitive market influences the sophistication level of 

management accounting practices.

6.4.8 Professional certificates

Almost all the interviewees pointed out during the discussions that they are short of 

staff possessing professional certificates and that this is one of the main factors that 

influenced the sophistication level of management accounting practices. Interviewees 

added that professional certificates such as CIMA, CPA, and others are very useful 

certificates since the person who has any one of them will be more able to deal with the 

practical environment effectively, be aware of the most advanced practices, and possess 

the relevant skills needed to do the job.

"Because of the shortage of staff that possess professional certificates, we haven't been able 
to adopt advanced management accounting practices as these certificates provide the staff 
with useful information about the practices and the skills that they have to possess, that in 
turn effect the sophistication level of management accounting practices"

(Company No.14)

"You can feel the significant difference between who have or haven't professional 
certificated in many terms particularly the awareness of the practical environment and 
management accounting skills, therefore, my view they are vital element that influence the 
sophisticated level of management accounting practices."

(Company No.7)
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The above conclusion supports and confirms the results of the questionnaire analysis 

that indicated clearly the significant effect of the professional certificates on the 

sophistication level of management accounting practices in the Jordanian financial 

sector.

6.5 Summary

This chapter has revealed the results that were gained from the semi-structured 

interviews that were based on 14 interviews that were considered a representative 

sample for the whole population.

The interviews were used in order to obtain further information in terms of the 

sophistication level of management accounting practices, the reasons for using or not 

using management accounting practices, the role of management accounting in the 

Jordanian financial sector, the factors that influence the sophistication level of 

management accounting practices, and any issues that were raised by the interviewees 

that might enhance the research objectives.

The semi-structured interviews helped to confirm, support, and explain the results that 

were gained from the questionnaire analysis and provide the researcher with new issues 

that merit investigating in depth and could be utilized as an indicator for future 

research.

The chapter was divided into three main sections; first section discussed the results 

regarding the usage of management accounting practices, and the factor (s) that 

influenced the decision to adopt or not to adopt management accounting practices. The 

second section revealed the results of the questions relating to the role of management
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accounting information, the department responsible for carrying out management 

accounting tasks, and the satisfaction level with the information that the management 

accountant provided. Finally, the third section reported the result of the questions on the 

factors that influence the sophistication level of management accounting practices in the 

Jordanian financial sector and any new issues or ideas raised by the interviewees.

In the first section the research revealed that traditional management accounting 

practices were often used and there was a shortage of contemporary management 

accounting practices in the Jordanian financial sector, since separation between variable 

and fixed cost, using a plant-wide overhead rate, and using department overhead rates 

are widespread costing system practices being used.

In terms of the budgeting systems, the interviewees reported the main purposes of using 

budgeting practices as being for planning purposes and controlling costs; and there are 

considered as traditional management accounting practices.

Financial measures practices were found to be the most widespread performance 

evaluation practices, the purpose of using those practices was to evaluate the 

performance of the companies, and as the interviewees indicated, the reason for using 

those practices, was because they are more understandable, convenient, and reliable for 

them to use.

Regarding the decision making practices, the interview results revealed that almost half 

of the interviewees were using traditional decision making practices such as, cost- 

value- profit analysis, and discounted cash flow methods for evaluation of major capital 

investment as a company. Finally, the research revealed that there was a lack of use of
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strategic analysis practices among the interviewees' companies except the usage of 

long-range forecasting practice.

Lack of financial resources, shortage of training courses, satisfaction with the current 

practices, absence of top management support, low awareness of the advantages of the 

contemporary practices, applicable to business type, shortage of professional 

certificates, shortage of professional skills, are the reasons behind the adoption of 

traditional management accounting practices as the interviewees indicated.

On the other hand, the interviewees indicated the reasons behind the adoption of 

contemporary management accounting practices, namely: information technologies; 

sophistication level of operations; sharp competition; provision of accurate reliable and 

reasonable figures; and provision of more details; business type; and size.

To sum up, the first section is consistent with the questionnaire analysis results that 

indicated that the Jordanian financial sector relies heavily on the traditional 

management accounting practices and there is a lack of use of the contemporary 

practices for the reasons that were earlier discussed.

From the second section discussion, the research revealed that the main role of 

management accounting in the interviewee companies is to determine the cost and to 

provide financial control, and providing information for management planning and 

control.

In terms of the type of management accounting information that the companies need, 

the research revealed that half the interviewees pointed out that they need management 

accounting information to be available immediately upon request and reported directly 

to the line manager and to be updated and made available on a real time basis.
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In the same context, the interviewees raised some issues concerning the management 

accounting field, firstly that almost half of the interviewees were satisfied with the 

status of management accounting in their companies and they felt it accomplishes all 

that they need and the other half believed that they did not utilise all of the advantages 

of management accounting information.

Interviewees argued that professional skills are a vital element in carrying out 

management accounting tasks, and finally almost three quarter of the interviewees 

indicated that they did not have a specific department for management accounting and 

the financial manager in the company is the person responsible for management 

accounting tasks.

The last section was concerned with the factors that influence the sophisticated level of 

management accounting practices; therefore the research in this section exhibited the 

results that are drawn from the interviews.

The research revealed that a lack of training courses, top management orientation, the 

gap between the education curriculum and the practical work environment, the lack of 

financial resources, life cycle stages, business type, market competition, and 

professional certificates are the factors that influenced the sophistication level of 

management accounting practices in the Jordanian financial sector.

To sum up, the semi-structured interview results supported and confirmed the results of 

the questionnaire analysis results and provided in depth investigation of the current 

status of management accounting practices and the reasons behind the usage or non 

usage of the both traditional and contemporary management accounting practices.
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In addition, and from reviewing the factors that were revealed to influence the 

sophistication level of management accounting practices, the research revealed that 

there are internal and external factors that influence the sophistication level as discussed 

earlier.
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7. Testing the Research Hypotheses 

7.1 Introduction

This chapter aims to achieve the third and fourth objectives of the research objectives, 

namely: investigate the effect of the contingent variables upon the extent of usage of 

management accounting practices in the Jordanian financial sector, and investigate the 

effect of the contingent variables upon the sophistication level of management 

accounting practices in the Jordanian financial sector.

To this end, the current chapter discusses the association between each of these 

contingency variables as explanatory variables and the usage of management 

accounting practices, followed by the association between the whole range of 

contingency variables with the usage of management accounting practices in the 

Jordanian financial sector, where the contingency variables comprise of six main 

categories: organisation size; sophistication of operations; professional competence; 

technology; life cycle stages; and business type.

The selection of the contingency variables was based on the review of the literature, 

previous empirical studies, the applicability of these variables to the Jordanian financial 

sector, and according to the awareness of the Jordanian business environment.

hi addition, some of the categories underlie a number of variables, namely; the 

organisation size variable consists of three variables: age of the company since 

establishment; net sale growth; and number of employees in the respondent companies.
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The professional competence consists of three variables, namely; attendance of training 

courses; the number of academic degrees; and the number of professional certificates.

The technology variable consists of four variables; computerisation of the accounting 

departments; extent of network connections; production technologies; and information 

technologies.

Accordingly, the current chapter will be divided into three main sections, the first 

section will examine the association between the contingency variables and the extent 

of usage of management accounting practices. This section will examine the 

contingency variables and each group of management accounting practices (costing 

system, budgeting system, performance evaluation, information for decision making, 

and strategic analysis) and the total management accounting practices.

The second section will discuss the association between the contingency variables and 

the sophistication level of management accounting practices. The sophistication level of 

management accounting practices contained four stages: stage one: cost determination 

and financial control stage; stage two: information for management planning and 

control; stage three: reduction of resource waste in business processes; and stage four: 

creation of value through effective resource use.

Consequently, the second section will examine the association between the contingency 

variables and each stage of the sophistication level of management accounting practices 

in the Jordanian financial sector.
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The third section will discuss the joint influence of the whole range of contingency 

variables on the extent of the usage of management accounting practices and seek to 

discover those contingency variables that can best explain the variation of the usage of 

management accounting practices in the Jordanian financial sector.

In addition, the results of the association will be used to evaluate the research 

hypothesises in the methodology chapter, and supportive literature will be supplied in 

order to find the consistency or not, between the research results and the results from 

the previous empirical studies that considered the same contingent variables.

7.2 Section one: The association between the usage of management accounting 

practices and contingency variables

The first section examines the association between each of the contingency variables 

with each group of the management accounting practices groups, namely: (costing 

system, budgeting system, performance evaluation, information for decision making, 

and strategic analysis), and the association between the variables and the total 

management accounting practices. However, the association measurement is based on 

the usage of management accounting practices that has been revealed by the answers to 

the questionnaire by the respondent companies.
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7.2.1 The statistical test for examining the extent of usage of management 

accounting practices and contingency variables

The selection of an appropriate statistical test has a significant effect on the results of 

the research and this selection is influenced by the type of data, therefore, it is important 

to determine the nature of the type of data that the research intends to analyse.

There are two main types of tests; parametric tests and non-parametric tests. The 

parametric tests rely on assumptions that the data has certain characteristics, namely; 

observations are drawn from a population with a normal distribution, the sets of data 

being compared have approximately equal variances, and the data is measured on an 

interval or ratio scale (Kinnear, 2006).

According to the above assumptions and to the nature of the data that the research will 

analyse, the research will make use of the non-parametric tests, as all of the questions of 

the questionnaire utilised the ordinal measurement scale.

Bivariate correlation analysis focused on the form of relationship between two variables 

and the overall direction of association, or another way of expressing this, multivariate 

analysis provides information on how much the independent variable(s) affects the 

dependent variable and can also be used to explore the importance of, and 

interrelationships between, several independent variables (Puri, 1996).

Therefore, the current research will employ Bivariate analysis in order to find the 

association between two variables, and the appropriate non-parametric statistical test for 

the association between two variables that is applicable to the data is KendalFs tau test.
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The Kendall's tau test is a product-moment, non-parametric correlation coefficient that 

deals with ranks (not magnitudes), and measures the strength of linear association 

between two (ordinal) variables (Sarantakos, 2007).

Therefore, the first section of this chapter will use KendalFs tau test in order to discover 

the association between each of the contingency variables and each group of 

management accounting practices (costing system, budgeting system, performance 

evaluation, information for decision making, and strategic analysis) and will treat all 

management accounting practices as one variable.

7.2.2 Results of the association between the usage of management accounting 
practices and contingency variables.

7.2.2.1 Organisation size

The first association examination was carried out between the management accounting 

practices and organisation size variable as measured through three variables; age of the 

company since establishment; net sale growth; and number of employees in the 

respondent companies.

Shown below are the results from each of these variables association with management 

accounting practices.
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7.2.2.1.1 The age of the company

The first association test carried out is to test the first hypothesis "There is a positive 

association between the age of company and the extent of usage of management 

accounting practices in the Jordanian financial sector". The results of the test 

revealed a significant positive association between the respondent companies' age that 

is represented by the number of years since establishment and the use of management 

accounting practices. As a result, the null hypothesis of the first hypothesis presented 

above can be rejected at the 1% level of significance, as shown in Table 7.1 below.

Table 7.1: KendalFs tau correlation between the age and the extent of use of management 
accounting practices

Type of management accounting practices
Costing system practices
Budgeting system practices
Performance evaluation practices
Decision making practices
Strategic analysis practices
Total management accounting practices

Correlation coefficient
0.185*
0.328

0.242**

0.188*
0.392**
0.239**

Sig. (one-tailed)
0.032
0.044
0.008
0.028
0.000
0.007

*. Correlation is significant at the 0.05 level (1-tailed).
**. Correlation is significant at the 0.01 level (1-tailed).

7.2.2.1.2 Net sale growth (percentage)

The second hypothesis that was examined is "There is a positive association between 

the net sale growth and the extent of usage of management accounting practices in 

the Jordanian financial sector"'.

As shown in Table 7.2 below, the results of the test reveal that there is a significant 

positive association between the net sale growth that is represented by the percentage of 

sale growth and the extent of use of management accounting practices. Therefore, the
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null hypothesis of the first hypothesis presented above can be rejected at the 1% level of 

significance, as shown in Table 7.2 below.

Table 7.2: Kendalfs tau correlation between the net sale growth and the extent of use of 
management accounting practices

Type of management accounting practices
Costing system practices
Budgeting system practices
Performance evaluation practices
Decision making practices
Strategic analysis practices
Total management accounting practices

Correlation coefficient
0.185*
0.328*
0.242**

0.188*
0.392**

0.189*

Sig. (one-tailed)
0.032
0.044
0.008
0.028
0.000
0.026

*. Correlation is significant at the 0.05 level (1-tailed).
**. Correlation is significant at the 0.01 level (1-tailed).

7.2.2.1.3 Number of employees

The third variable that was tested in order to measure the size of the respondent 

companies is the number of employees via the third hypothesis "There is a positive 

association between the number of employees of the company and the extent of usage 

of management accounting practices in the Jordanian financial sector".

According to the findings shown in Table 7.3 below, the research indicates that there is 

a significant positive association between the number of employees and the extent of 

use of management accounting practices. Therefore, the null hypothesis of the third 

hypothesis presented above can be rejected at the 1% level of significance, as shown in 

Table 7.3 below.
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Table 7.3: KendalPs tau correlation between the number of employees and the extent of use of 
management accounting practices

Type of management accounting practices
Costing system practices
Budgeting system practices
Performance evaluation practices
Decision making practices
Strategic analysis practices
Total management accounting practices

Correlation coefficient
0.193*
0.223*
0.408**
0.239**
0.292**
0.282**

Sig. (one-tailed)
0.025
0.011
0.000
0.007
0.001
0.002

*. Correlation is significant at the 0.05 level (1-tailed).
**. Correlation is significant at the 0.01 level (1-tailed).

According to the result above, there is a positive association between the size and the 

use of management accounting practices and this is consistent with the previous 

researches, that asserted that there is a positive association between the size and the use 

of management accounting practices, for instance; Waweru, Hoque et al. (2004), Joshi 

(2001), Hoque (Mia 2001), Haldma and Laats (2002).

7.2.2.2 Sophistication level of operations

The second variable that was examined is the sophistication of operations presented by 

a number of products or services that the respondent companies produce or provided. 

The test was based on the fourth hypothesis "There is a positive association between 

the sophistication level of operations and the extent of usage of management 

accounting practices in the Jordanian financial sector".

According to the results in Table 7.4 below, the research reports that there is a 

significant positive association between the sophistication of operations and the extent 

of use of management accounting practices. Therefore, the null hypothesis of the fourth 

hypothesis presented above can be rejected at the 1% level of significance.

261



Chapter Seven Testing the Research Hypotheses

Table 7.4: KendalTs tau correlation between the sophistication of operations and the extent of use 
of management accounting practices

Type of management accounting practices
Costing system
Budgeting system
Performance evaluation
Decision making
Strategic analysis
Total management accounting practices

Correlation coefficient
0.167*
0.223*

0.258**
0.255**
0.370**
0.302**

Sig. (one-tailed)
0.042
0.010
0.004
0.004
0.000
0.001

*. Correlation is significant at the 0.05 level (1-tailed).
**. Correlation is significant at the 0.01 level (1-tailed).

The result of the above association is consistent with previous researches that revealed 

that there is a positive association between the sophistication of operations and the use 

of management accounting practices, for instance; Al-Omiri and Drury (2007), Fry, 

Steele et al. (1995), Chenhall (2003), Ittner, Larcker et al. (1997).

7.2.2.3 Professional competence

The third variable to be examined is the professional competence variable that was 

measured through three variables, mainly; the attendance of training courses; number of 

academic degrees; and number of professional certificates.

Below are the results that are drawn from each of these variables associated with 

management accounting practices.
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7.2.2.3.1 Training courses attendance

The fifth hypothesis was examined in order to assess if there is an association between 

the usage of management accounting practices and training courses that is presented by 

the number of courses attended per year; "There is a positive association between the 

training courses attendance and the extent of usage of management accounting 

practices in the Jordanian financial sector".

The research reveals that there is a weak and insignificant association between training 

courses and the extent of the usage of management accounting practices. Therefore, the 

null hypothesis of the fifth hypothesis presented above cannot be rejected at the 1% 

level of significance, see Table 7.5 below.

Table 7.5: Kendall's tau correlation between attendance of training courses and the extent of use of 
management accounting practices.

Type of management accounting practices
Costing system
Budgeting system
Performance evaluation
Decision making
Strategic analysis
Total management accounting practices

Correlation coefficient
0.014
0.021
0.075
0.027
0.124
0.035

Sig. (one-tailed)
0.444
0.416
0.222
0.390
0.101
0.358

*. Correlation is significant at the 0.01 level (1-tailed).

Compared with the previous researches that examined the effect of the training courses 

upon the use of management accounting practices, for instance; Islam and Kantor 

(2005), Bums, Hopper et al. (2004), Hassall and Joyce (2001), Yeung and Armstrong 

(2001). The current research reveals a contrast by indicating that there is an 

insignificant and weak association between the training courses and the usage of 

management accounting practices.
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A possible explanation of the contrast is that the training courses that the staff attended 

were not considered relevant to the contemporary management accounting practices.

7.2.2.3.2 Number of academic degrees

The sixth hypothesis "There is a positive association between the number of academic 

degrees and the extent of usage of management accounting practices in the 

Jordanian financial sector", was formulated in order to find out the nature of the 

association between management accounting practices used and the number of 

accounting degrees.

As shown in Table 7.6 below, the research indicates that there is a weak and 

insignificant association between the academic degrees and the use of management 

accounting practices, except the performance evaluation practices and strategic analysis 

practices reveal that there is a significant association between these two groups of 

practices and the academic degrees.

Consequently, the null hypothesis of the sixth hypothesis presented above cannot be 

rejected at the 1% level of significance. The result indicated that the effect of academic 

degrees upon the use of management accounting practices is very weak, that means that 

there is an absence of the role of education in adopting management accounting 

practices.
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Table 7.6: KendalPs tau correlation between number of academic degrees and the extent of use of 
management accounting practices

Type of management accounting practices
Costing system
Budgeting system
Performance evaluation
Decision making
Strategic analysis
Total management accounting practices

Correlation coefficient
0.142
0.061

0.252**

0.070
0.163*
0.132

Sig. (one-tailed)
0.057
0.248
0.003
0.214
0.034
0.065

*. Correlation is significant at the 0.05 level (1-tailed).
**. Correlation is significant at the 0.01 level (1-tailed).

The result is consistent with the previous researches that revealed that there is a gap 

between management accounting education and practice, and the significant role that 

management accounting education could play in order to adopt management accounting 

practices, for instance; Fowler, Tan et al. (2002), Burns, Hopper et al. (2004), Silvola 

(2005), Woodbine (2007), Yeung and Armstrong (2001), Hassall and Joyce (2001).

7.2.2.3.3 Number of professional certificates

The seventh hypothesis, "There is a positive association between the number of 

professional certificates and the extent of usage of management accounting practices 

in the Jordanian financial sector", was examined in order to find out the association 

between management accounting practices use and the professional certificates.

The utilisation of Kendall's tau correlation test indicated that there is a strong and 

significant positive association between the professional certificates and the use of 

management accounting practices. As a result, the null hypothesis of the seventh 

hypothesis presented above can be rejected at the 1% level of significance, as shown in 

Table 7.7 below.
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Table 7.7: Kendall's tau correlation between number of professional certificates and the extent of 
use of management accounting practices

Type of management accounting practices
Costing system
Budgeting system
Performance evaluation
Decision making
Strategic analysis
Total management accounting practices

Correlation coefficient
0.245**

0.190*
0.279**

0.139
0.258**
0.256**

Sig. (one-tailed)
0.005
0.022
0.002
0.069
0.003
0.003

*. Correlation is significant at the 0.05 level (1-tailed).
**. Correlation is significant at the 0.01 level (1-tailed).

This result indicated the important role that professional certificates such as CIMA play 

in order to facilitate and spread the awareness of the management accounting practices 

that influence the usage of management accounting practices. Moreover, the result is 

consistent with previous researches that emphasised the major role that professional 

certificates play, for instance; Hassall and Joyce (2001), Burns, Hopper et al. (2004), 

Forsaith, Tilt etal. (2001).

7.2.2.4 Technology variable

Technology was addressed as the fourth main variable to be examined and was 

measured through four variables; computerisation of the accounting departments; 

network connections; production technologies; and information technologies.

To this end, the research formulated a hypothesis for each of these variables in order to 

test them and the following the results were obtained.
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7.2.2.4.1 Computerisation of the accounting departments

The eighth hypothesis, "There is a positive association between the computerisation 

of the accounting departments and the extent of usage of management accounting 

practices in the Jordanian financial sector", was tested. The departments' 

computerisation is based on the extent to that the respondent departments were 

computerised.

After examining the above hypothesis, the research indicates that there is a weak and 

insignificant association between the extent of departments' computerisation and the 

extent of usage of management accounting practices. Therefore, the null hypothesis of 

the eighth hypothesis presented above cannot be rejected at the 1% level of 

significance.

The result indicated that there is not an association between the department 

computerisation and the use of management accounting that reflects a reasonable fact as 

nearly all of the respondent companies were almost fully computerised with 90.6%. 

Therefore, the effect of this variable will not make any influence on any group of 

management accounting practices.

Table 7.8: KendalTs tau correlation between computerisation of the accounting departments and 
the extent of use of management accounting practices

Type of management accounting practices
Costing system
Budgeting system
Performance evaluation
Decision making
Strategic analysis
Total management accounting practices

Correlation coefficient
0.039
0.073
0.071
0.142
0.006
0.066

Sig. (one-tailed)
0.353
0.239
0.247
0.082
0.476
0.254

. Correlation is significant at the 0.01 level (1-tailed).
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7.2.2.4.2 The extent of network connections

The ninth hypothesis, "There is a positive association between network connections 

and the extent of usage of management accounting practices in the Jordanian 

financial sector", was assessed.

After testing the above hypothesis, the research finds that there is a moderate and 

significant positive association between network connections and the extent use of 

management accounting practices. Therefore, the null hypothesis of the ninth 

hypothesis presented above can be rejected at the 1% level of significance.

The results revealed that network connections are the main technology infrastructure 

influence in the use of management accounting practices, a finding is consistent with 

Waweru, Hoque et al. (2004), and Rom and Rohde (2006).

Table 7.9: KendalTs tau correlation between network connections and the extent of use of 
management accounting practices

Type of management accounting practices
Costing system
Budgeting system
Performance evaluation
Decision making
Strategic analysis
Total management accounting practices

Correlation coefficient
0.223*
0.176*
0.164*
0.134

0.264**
0.233**

Sig. (one-tailed)
0.011
0.034
0.046
0.082
0.003
0.007

*. Correlation is significant at the 0.05 level (1-taUed).
**. Correlation is significant at the 0.01 level (1-tailed).
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7.2.2.4.3: Production technologies.

Production technologies were examined through testing the tenth hypothesis, "There is 

a positive association between the usage of production technologies and the extent of 

usage of management accounting practices in the Jordanian financial sector".

The research report is based on the results of the test that is shown in Table 7.10 below, 

reveals that there is an insignificant association between the usage of production 

technologies and the use of management accounting practices. Therefore, the null 

hypothesis of the tenth hypothesis presented above cannot be rejected at the 5% level of 

significance.

The result stands in a contrast to previous studies that examined the association between 

the production technologies and management accounting practices that revealed that the 

adoptions of production technologies have a significant effect on the use of 

management accounting practices, Johnson and Kaplan (1991), Abdel-Kader and 

Luther (2008), Rezaee, Szendi et al. (1995), Wu and Drury (2007), Chenhall (2003), 

Dunk (1992), and Tayles and Drury (1994).

Table 7.10: KendalTs tau correlation between production technologies and the extent of use of 
management accounting practices

Type of management accounting practices
Costing system
Budgeting system
Performance evaluation
Decision making
Strategic analysis
Total management accounting practices

Correlation coefficient
0.067
0.068
0.101
0.100

0.277**

0.142

Sig. (one-tailed)
0.244
0.238
0.147
0.147
0.002
0.065

**. Correlation is significant at the 0.01 level (l-tailed)
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7.2.2.4.4: Information technologies.

The last variable that was examined in terms of the technology aspect is the information 

technologies variable. The information technologies are examined through testing the 

eleventh hypothesis, "There is a positive association between the usage of information 

technologies and the extent of usage of management accounting practices in the 

Jordanian financial sector ".

Table 7.11below shows that there is a moderate and significant positive association 

between the usage of information technologies and the extent of use of management 

accounting practices. Therefore, the null hypothesis of the eleventh hypothesis 

presented above can be rejected at the 1% level of significance.

The result of testing the eleventh hypothesis revealed the strong association between the 

information technologies and the extent use of management accounting practices, a 

finding that is consistent with previous researches, Tyson (1994), Johnson and Kaplan 

(1991), Burns et al. (2004), Choe (2004), and Baines and Langfield-Smith (2003).

Table 7.11: KendalFs tau correlation between information technologies and the extent of use of 
management accounting practices

Type of management accounting practices
Costing system
Budgeting system
Performance evaluation
Decision making
Strategic analysis
Total management accounting practices

Correlation coefficient
0.274**
0.245**
0.294**
0.311**
0.309**
0.335**

Sig. (one-tailed)
0.001
0.003
0.001
0.000
0.000
0.000

. Correlation is significant at the 0.01 level (1-tailed).
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7.2.2.5 Life cycle stages

The Life cycle stages variable was examined through testing the twelfth hypothesis, 

"There is a positive association between life cycle stages and the extent of usage of 

management accounting practices in the Jordanian financial sector 1 '.

As Table 7.12 below, reveals that there is a strong and significant positive association 

between the life cycle stages variable and the use of management accounting practices, 

as a result, the null hypothesis of the twelfth hypothesis presented above can be rejected 

at the 1% level of significance.

The result indicated that the life cycle stage where the company is located is associated 

with the extent of usage of management accounting practices. This result is consistent 

with the previous studies that examined the influence of life cycle stages upon the 

extent of use of management accounting practices. These studies revealed that each 

stage of the life cycle required specific management accounting practices and reported 

that as a consequence of companies moving forward across the life cycle stages, 

advances in management accounting practices tend to be adopted. For instance; 

(Kallunki, Silvola 2007; Auzair, Langfield-Smith, 2005; Silvola, 2005; Moores, Yuen, 

2001; Miller, Friesen, 1984).

Table 7.12: KendalTs tau correlation between life cycle stages and the extent of use of management 
accounting practices

Type of management accounting practices
Costing system
Budgeting system
Performance evaluation
Decision making
Strategic analysis
Total management accounting practices

Correlation coefficient
0.238**

0.109
0.308**

0.190*
0.446**
0.296**

Sig. (one-tailed)
0.008
0.134
0.001
0.026
0.000
0.001

*• Correlation is significant at the 0.05 level (1-tailed).
**. Correlation is significant at the 0.01 level (1-tailed)
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7.2.2.6 Business type

The last variable that was examined in terms of the association with the extent of use of 

management accounting practices is the sector classification through testing the 

thirteenth hypothesis, "There is a positive association between business type and the 

extent of usage of management accounting practices in the Jordanian financial 

sector".

The results, shown in Table 7.13 below, show that there is a moderate and significant 

positive association between business type and the extent of use of management 

accounting practices. As a result, the null hypothesis of the thirteenth hypothesis 

presented above can be rejected at the 1% level of significance.

An expected result from this test emerged, as the Jordanian financial sector is 

comprised of four main sub-sectors: banking; insurance; diversified financial services; 

and real estate, and each sub-sector has a different information requirement, and a 

different type of complexity. Banking is the most contemporary and advanced sub- 

sector followed by insurance, then diversified services, and lastly the real estate. 

Therefore, this variable might influence and explain the changes of the level of adoption 

of management accounting practices.

Table 7.13: KendalPs tau correlation between business type and the extent of use of management 

accounting practices

Type of management accounting practices
Costing system
Budgeting system
Performance evaluation
Decision making
Strategic analysis
Total management accounting practices

Correlation coefficient
0.195*
0.223*

0.440**

0.215*
0.447*

0.352**

Sig. (one-tailed)
0.022
0.011
0.000
0.013
0.000
0.000

*. Correlation is significant at the 0.05 level (1-tailed).
**. Correlation is significant at the 0.01 level (1-tailed)
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7.3 Section two: the association between the sophistication level of management 

accounting practices and the contingency variables

The second section is concerned with examining the association between each of the 

contingency variables with the sophistication level of management accounting practices 

in the Jordanian financial sector. The sophistication level of management accounting 

practices contains four main stages, from the simple to the advanced stage and the 

research examined the association between the contingency variables and each of these 

stages. Therefore, the research attempted to find the contingency variables that most 

influenced the stage of sophistication of the management accounting practices in the 

Jordanian financial sector; this in turn might explain the current status of management 

accounting practices in terms of the sophistication level.

7.3.1 The statistical test for examining the sophistication level of management 

accounting practices and the contingency variables

In the second section the research aimed to find out if any of the contingency variables 

made any significant difference between the sophistication stages of management 

accounting practices, namely: stage one: cost determination and financial control stage; 

stage two: information for management planning and control; stage three: reduction of 

resource waste in business processes; and stage four: creation of value through effective 

resource use.

Therefore, the appropriate non-parametric statistical test to find out the difference 

between more than two sample variables, and which is most applicable to the nature of 

the data, is the Kruskal-Wallis test.
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The Kruskal-Wallis test is a non-parametric test that finds if three or more independent 

samples come from populations having the same distribution. It is a test used to 

compare means when the data cannot be assumed to follow the normal distribution with 

equal variances, and cannot be transformed to meet that basic requirement of 

analysis of variance (ANOVA) techniques (Puri 1996).

7.3.2 Results of the association between the sophistication level of management 

accounting practices and contingency variables

7.3.2.1 Organisation size

The first association examination carried out between the sophistication level of 

management accounting practices and the organisation size variable was measured 

through three main variables: age; net sale growth; and the number of employees.

Shown below are the results from each of these variables associated with management 

accounting practices.

7.3.2.1.1 The age of the company (number of years since establishment)

The first association test was carried out to test the first hypothesis "There is a positive 

association between the age of the company and the sophistication level of 

management accounting practices in the Jordanian financial sector". The results of 

the test revealed that there is a significant difference between companies in the four 

stages in association with the age of the company that are represented by the number of

years since established with P-value (0.042).
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The result could be explained by companies moving from less sophisticated 

management accounting practices, for instance stage 1 or stage 2, to more sophisticated 

practices in stage 3 or stage 4.

Accordingly, the age of the companies influence the sophistication level of management 

accounting practices, as shown in Table 7.14 below.

The result is consistent with previous studies that indicated that age as a contingency 

variable influences the adoption of more advance management accounting practices and 

influences the level of sophistication, for instance; Waweru and Hoque et al. (2004), 

Joshi (2001).

Table 7.14: Kruskal-Wallis test between age and the sophistication level of management accountmg 
practices presented by the four stages.

Age and IFAC model stages

Type of management accounting practices ( IFAC)

Stage one (cost determination and financial control )

Stage two (information for management planning and control)

Stage three (reduction of resource waste in business processes)

Stage four (creation of value through effective resource use)

P-value
Chi-Square

df

Mean rank

29.22

37.97
39.00
45.25

0.042
4.514

3
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7.3.2.1.2 The Net sale growth (percentage)

The second hypothesis that was examined is "There is a positive association between 

the net sale growth and the sophistication level of management accounting practices 

in the Jordanian financial sector ".

As shown in Table 7.15 below, the results of the Kruskal-Wallis test reveal that there is 

no significant difference between companies in the four stages in relation to net sale 

growth with the P-value being (0.211).

The result revealed that the net sale growth did not influence the sophistication level of 

management accounting in the Jordanian financial sector. Therefore, the result could 

not explain companies moving from simple sophisticated management accounting 

practices to more sophisticated practices when considering the net sale growth variable.

Table 7.15: Kruskal-Wallis test between net sale growth and the sophistication level of 
management accounting practices presented by the four stages.

Net sale growth and IF AC model stages

Type of management accounting practices ( IF AC)

Stage one (cost determination and financial control )

Stage two (information for management planning and control)

Stage three (reduction of resource waste in business processes)

Stage four (creation of value through effective resource use)

P-value

Chi-Square

df

Mean rank

31.43
25.00

35.00
41.25
0.211

5.281
3
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7.3.2.1.3 Number of employees

The third variable that was tested in order to measure the size of the respondent 

companies is the number of employees via the third hypothesis no. three "There is a 

positive association between the number of employees of the company and the 

sophistication level of management accounting practices in the Jordanian financial 

sector".

Table 7.16 below, indicates that there is no significant difference between companies in 

the four stages in association to the number of employees where the P-value being 

(0.459).

Consequently, the number of employees' variable did not influence the sophistication 

level of management accounting in the Jordanian financial sector. Therefore, the result 

does not explain companies moving from simple sophisticated management accounting 

practices to more sophisticated practices when considering the net sale growth variable.

Table 7.16: Kruskal-Wallis test between number of employees and the sophistication level of 
management accounting practices presented by the four stages.

Number of employees and IFAC model stages

Type of management accounting practices ( IFAC)

Stage one (cost determination and financial control )
Stage two (information for management planning and control)

Stage three (reduction of resource waste in business processes)

Stage four (creation of value through effective resource use)

P-value

Chi-Square
df

Mean rank
30.18
37.21
29.00
38.75
0.459
2.590

3
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7.3.2.2 Sophistication level of operations

The second variable that was examined is the sophistication level of operations 

presented by the number of products that the respondent companies produce. The test 

examined is based on the fourth hypothesis "There is a positive association between 

the sophistication of operations and the sophistication level of management 

accounting practices in the Jordanian financial sector".

As shown in Table 7.17 below, the research revealed that there is significant difference 

between companies in the four stages in association to sophistication of operations 

where the P-value being (0.051).

The research revealed that the sophistication of operations variable influenced the 

sophistication level of management accounting in the Jordanian financial sector. 

Therefore, the result could interpret companies moving from traditional management 

accounting practices to more sophisticated practices when considering the 

sophistication of operations variable. Moreover, this result is contrary to that of Abdel- 

Kader and Luther (2008) who indicated that the complexity of processing systems did 

not influence the sophistication level of management accounting practices. However it 

is consistent with Al-Omiri and Drury (2007), and Fry, Steele et al. (1995).

Table 7.17: Kruskal-Wallis test between sophistication of operations and the sophistication level of 
management accounting practices presented by the four stages.

Sophistication of operations and IFAC model stages

Type of management accounting practices ( IFAC)

Stage one (cost determination and financial control )
Stage two (information for management planning and control)
Stage three (reduction of resource waste in business processes)

Stage four (creation of value through effective resource use)

P-value
Chi-Square
df

Mean rank
30.18
31.25
36.63
42.00
0.051
12.311

3
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7.3.2.3 Professional competence

The third variable to be examined is the professional competence variable that was 

measured through three variables, namely: the attendance of training courses; number 

of academic degrees; and number of professional certificates.

Below are shown the results from each of these variables associated with the 

sophistication level of management accounting practices.

7.3.2.3.1 Training courses attendance

The fifth hypothesis was examined to assess if there is an association between the 

sophistication level of management accounting practices and attendance of training 

courses that are represented by the number of courses per year; "There is a positive 

association between the training courses attendance and the sophistication level of 

management accounting practices in the Jordanian financial sector".

According to the results shown in Table 7.18 below, the research reported that there is 

significant difference between companies in the four stages in association to training 

courses as the P-value is (0.046).

The training courses variable influence the sophistication level of management 

accounting in the Jordanian financial sector. Therefore, the result could be interpreted 

as companies moving from traditional management accounting practices to more 

sophisticated practices when considering the training courses variable.
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The result is consistent with previous studies in terms of the significant role that the 

training course variable could play in leading to the adoption of sophisticated 

management accounting practices, for instance; Islam and Kantor (2005), Burns, 

Hopper et al. (2004), Hassall and Joyce (2001), and Yeung and Armstrong (2001).

Table 7.18: Kruskal-Wallis test between training courses and the sophistication level of 
management accounting practices presented by the four stages.

Training courses and IFAC model stages
Type of management accounting practices ( IFAC)

Stage one (cost determination and financial control )
Stage two (information for management planning and control)
Stage three (reduction of resource waste in business processes)
Stage four (creation of value through effective resource use)
P-value
Chi-Square
df

Mean rank
30.84
32.16
35.50
52.25
0.046
6.682

3

7.3.2.3.2 Number of academic degrees

The sixth hypothesis, "There is a positive association between the number of 

academic degrees and the sophistication level of management accounting practices in 

the Jordanian financial sector", was formulated in order to find out the nature of the 

association between the sophistication level of management accounting practices and 

the number of accounting degrees.

As shown in Table 7.19 below, the research indicates that there is no significant 

difference between companies in the four stages in relation to the academic degrees 

variable as the P-value is (0.361).
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As the academic degrees variable did not influence the sophistication level of 

management accounting in the Jordanian financial sector, the result could not explain 

companies moving from the first stage of sophistication of management accounting 

practices to the more sophisticated stages.

Once again, this result is consistent with the previous studies that indicated that there 

exists a gap between management accounting education and practice. For instance; 

Fowler, Tan et al. (2002), Burns and Hopper et al. (2004), Silvola (2005), Woodbine 

(2007), and Yeung and Armstrong (2001).

Table 7.19: Kruskal-Wallis test between academic degrees and the sophistication level of 
management accounting practices presented by the four stages.

Academic degrees and IFAC model stages
Type of management accounting practices ( IFAC)

Stage one (cost determination and financial control )
Stage two (information for management planning and control)
Stage three (reduction of resource waste in business processes)
Stage four (creation of value through effective resource use)
P-value
Chi-Square
df

Mean rank
30.82
33.18
53.50
39.50
0.361
3.203

3

7.3.2.3.3 Number of professional certificates

The seventh hypothesis, "There is a positive association between the professional 

certificates and the sophistication level of management accounting practices in the 

Jordanian financial sector"', was examined in order to find out the association between 

management accounting practices use and the professional certificates.
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The results of the Kruskal-Wallis test shown in Table 7.20 below, show that there is 

significant difference between companies in the four stages in relation to the 

professional certificates variable as the P-value is (0.059).

The professional certificates variable influences the sophistication level of management 

accounting in the Jordanian financial sector. Therefore, the result could explain the 

pattern of companies moving from the traditional stage of sophistication of 

management accounting practices to the more sophisticated stages.

This result shed light on the important role of the professional certificates in the 

adoption more sophisticated management accounting practices particularly the CIMA 

certificate. This result is consistent with previous researches; for instance: Hassall and 

Joyce (2001), Burns, Hopper et al. (2004), and Forsaith, Tilt et al. (2001).

Table 7.20: Kruskal-Wallis test between professional certificates and the sophistication level of 
management accounting practices presented by the four stages.

Professional certificates and IFAC model stages

Type of management accounting practices ( IFAC)

Stage one (cost determination and financial control )
Stage two (information for management planning and control)

Stage three (reduction of resource waste in business processes)

Stage four (creation of value through effective resource use)

P-value
Chi-Square

df

Mean rank

28.27
39.32
34.00

53.00
0.059
7.460

3
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7.3.2 Technology.

Technology was the fourth main variable to be examined and was measured through 

four variables, namely: computerisation of the accounting departments; network 

connections; production technologies; and information technologies.

For each of these variables the research formulated a hypothesis in order to test the 

association between them and the sophistication level of management accounting 

practices in the Jordanian financial sector. The following are the results from these 

tests.

7.3.2.4.1 Computerisation of the accounting departments

The eighth Hypothesis, "There is a positive association between the computerisation 

of the accounting departments and the sophistication level of management 

accounting practices in the Jordanian financial sector"', was tested.

The departments' computerisation was characterised by the extent to which the 

respondent departments were computerised.

After examining the above hypothesis, the research indicates there is significant 

difference between companies in the four stages in association to the department 

computerised variable as the P-value is (0.077).

It would appear that the department computerisation variable influences the 

sophistication level of management accounting in the Jordanian financial sector. 

Therefore, the result could explain companies moving from the traditional stage of 

management accounting practices to the more sophisticated stages.
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Table 7.21: Kruskal-Wallis test between department computerised and the sophistication level of 
management accounting practices presented by the four stages.

Department computerised and IF AC model stages
Type of management accounting practices ( IFAC)

Stage one (cost determination and financial control )
Stage two (information for management planning and control)
Stage three (reduction of resource waste in business processes)
Stage four (creation of value through effective resource use)
P-value
Chi-Square
df

Mean rank
29.23
37.11
33.50
54.75
0.077
6.860

3

7.3.2.4.2 The extent of network connections

The ninth hypothesis, "There is a positive association between the extent of network 

connections and the sophistication level of management accounting practices in the 

Jordanian financial sector", was assessed.

The research report was based on the results of the Kruskal-Wallis test that are shown in 

Table 7.22 below. There is a significant difference between companies in the four 

stages in association to the network connections variable as the P-value is (0.045).

Therefore, the research indicated that the network connections variable influences the 

sophistication level of management accounting in the Jordanian financial sector; 

therefore, the result could explain companies moving from the traditional stage of 

sophistication of management accounting practices to the more sophisticated stages 

when considering the network connections variable.

The result is consistent with previous studies that reported the important role of the 

technology infrastructure in enhancing the adoption of management accounting 

practices and in influencing the sophistication level of management accounting

practices, for instance; Waweru, Hoque et al. (2004).
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Table 7.22: Kruskal-Wallis test between the extent of network connections and the sophistication 
level of management accounting practices presented by the four stages.

Network connections and IFAC model stages
Type of management accounting practices ( IFAC)

Stage one (cost determination and financial control )
Stage two (information for management planning and control)
Stage three (reduction of resource waste in business processes)
Stage four (creation of value through effective resource use)
P-value
Chi-Square
df

Mean rank
19.25
33.22
32.13
34.50
0.045
6.194

3

7.3.2.4.3 Production technologies

Production technologies were examined to test the tenth hypothesis, "There is a 

positive association between the usage of production technologies and the 

sophistication level of management accounting practices in the Jordanian financial 

sector".

The results shown in Table 7.23 below, show that there is no significant difference 

between companies in the four stages in relation to the usage of production technologies 

as the P-value is (0.572).

Therefore, the production technologies variable did not influence the sophistication 

level of management accounting in the Jordanian financial sector. The result could not 

interpret companies moving from traditional management accounting practices to more 

sophisticated practices when considering the production technologies variable.

The result comes as a contrast to previous studies that indicated the significant impact 

of the production technologies upon the sophistication level of management accounting 

practices; for example; Wu and Drury (2007), Chenhall (2003), Dunk (1992), and
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Tayles and Drury (1994). The reason might be because the Jordanian financial sector 

did not rely on production technologies but upon increased utilisation of information 

technologies.

Table 7.23: Kruskal-Wallis test between production technologies and the sophistication level of 
management accounting practices presented by the four stages.

Production technologies and IFAC model stages
Type of management accounting practices ( IFAC)

Stage one (cost determination and financial control )
Stage two (information for management planning and control)
Stage three (reduction of resource waste in business processes)
Stage four (creation of value through effective resource use)
P-value
Chi-Square
df

Mean rank
32.78
32.61
17.50
40.75
0.572
2.004

3

7.3.2.4.4 Information technologies.

The last variable that is examined in terms of the technology aspect is the information 

technologies variable. The information technologies are examined by testing the 

eleventh hypothesis, "There is a positive association between the usage of information 

technologies and the sophistication level of management accounting practices in the 

Jordanian financial sector".

The findings are based on the results of the Kruskal-Wallis test, that are shown in Table 

7.24 below, reveal that there is significant difference between companies in the four 

stages in relation to the usage of information technologies as the P-value is (0.065).

The information technologies variable influences the sophistication level of 

management accounting in the Jordanian financial sector. This could explain companies
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moving from traditional management accounting practices to more sophisticated 

practices when considering the information technologies variable.

The result is consistent with previous studies on the significant role of information 

technologies in the adoption of more sophisticated management accounting practices, 

for example; Tyson (1994), Johnson and Kaplan (1991), Burns, Hopper et al. (2004), 

Choe (2004), and (Baines and Langfield-Smith (2003).

Table 7.24: Kruskal-Wallis test between information technologies and the sophistication level of 
management accounting practices presented by the four stages.

Information technologies and IFAC model stages
Type of management accounting practices ( IFAC)

Stage one (cost determination and financial control )
Stage two (information for management planning and control)
Stage three (reduction of resource waste in business processes)
Stage four (creation of value through effective resource use)
P-value
Chi-Square
df

Mean rank
32.67
34.42
27.00
36.25
0.065
6.081

3

7.3.2.5 Life cycle stages

The life cycle stages variable was examined by testing the twelfth hypothesis, "There is 

a positive association between life cycle stages and sophistication level of 

management accounting practices in the Jordanian financial sector".

As shown in Table 7.25 below, the results of the Kruskal-Wallis test revealed that there 

is significant difference between companies in the four stages in association to life 

cycle stages where the P-value is (0.051).

The result revealed that the life cycle stages influence the sophistication level of

management accounting in the Jordanian financial sector, and this could be explained
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by companies moving from simple management accounting practices to more 

sophisticated practices.

The result is consistent with previous studies that examined the influence of life cycle 

stages upon the sophistication level and the extent use of management accounting 

practices. These studies revealed that each stage of the life cycle required specific 

management accounting practices and reported that as a consequence of companies 

moving forward across the life cycle stages, more sophisticated and advanced 

management accounting practices tend to be adopted, for instance; Kallunki and Silvola 

(2007), Auzair and Langfield-Smith (2005), Silvola (2005), Moores and Yuen (2001), 

and Miller and Friesen (1984).

Table 7.25: Kruskal-Wallis test between life cycle stages and the sophistication level of 
management accounting practices presented by the four stages.

Life cycle stages and IFAC model stages
Type of management accounting practices ( IFAC)

Stage one (cost determination and financial control )
Stage two (information for management planning and control)
Stage three (reduction of resource waste in business processes)
Stage four (creation of value through effective resource use)

P-value
Chi-Square
df

Mean rank
30.49
35.58
41.25
44.75
0.051
5.676

3
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7.3.2.4.6 Business type

The last variable that was examined in terms of the association with the sophistication 

level of management accounting practices is the business type tested by the thirteenth 

hypothesis, "There is a positive association between business type and sophistication 

level of management accounting practices in the Jordanian financial sector".

The research revealed that based on the results of the Kruskai-Wallis test, shown in Table 

7.26 below, there is significant difference between companies in the four stages in 

relation to the business type as the P-value is (0.043).

The business type variable influences the sophistication level of management 

accounting in the Jordanian financial sector and could explain companies moving from 

the traditional management accounting practices to more sophisticated practices.

The result indicates the significant effect of the business type on the sophistication level 

of management accounting practices and it is worth noting that the Jordanian financial 

sector comprises four main sub-sectors: banking; insurance; diversified financial 

services; and real estate, where the banking sub-sector is the most contemporary and 

advanced sub-sector followed by insurance, then diversified services, and lastly the real 

estate sub sector.

The results the research revealed that the banking sub-sector is the first sub-sector in 

terms of adopting more sophisticated management accounting practices in the Jordanian 

financial sector.
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Table 7.26: Kruskal-Wallis test between business type and the sophistication level of management 
accounting practices presented by the four stages.

Business type and IF AC model stages
Type of management accounting practices ( IF AC)

Stage one (cost determination and financial control )
Stage two (information for management planning and control)
Stage three (reduction of resource waste in business processes)
Stage four (creation of value through effective resource use)
P-value
Chi-Square
df

Mean rank
23.75
28.03
41.50
45.51
0.043
9.377

3

7.4 Section three: Joint influence of the contingency variables on the extent of the 

usage of management accounting practices (Multiple Regression)

This section will employ multivariate analysis through Multiple Regression in order to 

discover the joint influence of the whole range of contingency variables on the extent 

of usage of management accounting practices, and to discover contingency variables 

best account for variation in the usage of management accounting practices in the 

Jordanian financial sector; as the Multiple Regression analysis is a multivariate method 

that tests the relationship between two or more independent variables and one 

dependent variable (Bryman, Cramer 1997).

A large number of studies in the management accounting field that have employed a 

contingency theory used Multiple Regression for the same purpose as that above. For 

instance; Silvola (2005), Al-Omiri and Drury (2007), Frezarti (2007), Chenhall (2003).
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7.4.1 Identification of dependent and independent variables

hi order to carry out the regression analysis, the research identified the dependent and 

independent variables as the following:

7.4.1.1 The dependent variable

As explained in the methodology chapter, the extent of usage of each group of 

management accounting practices (costing system, budgeting system, performance 

evaluation, information for decision making, and strategic analysis) were considered as 

the dependent variable individually and the total management accounting practices were 

considered as the dependent variable. In previous studies that have been carried out in 

the management accounting context, management accounting practices were considered 

as the dependent variable, particularly as the purpose of the studies aimed to examine 

the impact of any variable upon management accounting adoption or change or the 

sophistication level, for example; Abdel-Kader and Luther (2008), Madu, Aheto et al. 

1996), Choe (2004), Hutaibat (2005), Kallunki and Silvola (2007), Jarvinen (2006), 

Alkizza and Akbar (2005).

7.4.1.2 The independent variables

Based on the earlier discussions in methodology chapter, the current research will 

examine six main categories of contingency variables, namely: the size; sophistication 

level of operations; professional competence; technology; life cycle stages; and 

business type. Whereas size, professional competence and technology categories, 

contain a number of variables as mentioned in the introduction to this chapter.
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7.4.2 The regression equation

The research attempted to discover the collective influence of the contingency variables

on the extent of usage of management accounting practices. To this end, the research

determined the dependent variable and the independent variables.

This association between the dependent variable and the six categories of contingency

variables is examined through Multiple Regression and expressed by the following

equation:

Y = A + pi XI + p2 X2 + .......+ e

Where:

A: is the intercept

P: is the regression coefficient

X: is the independent variable

e: is the residual ( error term)

The regression equation includes the regression coefficient (p), the independent 

variables code.

Table 7.27 below gives more details regarding the elements of each of these categories 

that are considered as independent variables and their codes.
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Table 7.27: Coding the independents variables

Independent variables categories

1

2

3

4

5

6

Size
Age of company

Net sale growth

Number of employees

Sophistication of operations

Professional competence

Technology

Training courses attendance

Number of academic degrees

Number of Professional certificates

Department computerisation

Extent of network connections

Production technologies

Information technologies

Life cycle stages

Business type

Codes in

AGE

NSG

NOE

SOO

TC

AD

PC

DC

NC

PT

IT

LCS

SC

Regression

PI

p2

P3

04

p5

06

P7

P8

P9

pio
Pll

P12

P13

Independent

XI

X2

X3

X4

X5

X6

X7

X8

X9

X10

Xll

X12

X13

Therefore, the regression equation is represented in the following equation:

MAPs = a + plXl + p2X2 + p3X3 + p4X4 + P5X5 + P6X6 + p?X7 + p8X8 + p9X9 + 
plOXlO + pllXll + P12X12 + p!3X13 + e

7.4.3 Key statistics in the regression analysis

The following statistical results emerged from of the multiple regression analysis 

models are considered as important results that should focus on:

1. F-value and the significant of F-value: these two figures the F-ratio and its 

significant value, indicate whether the regression model predicts the dependent 

variable significantly or not.

2. R-value and adjusted R-square: where R-value is the value (regression 

coefficient) that indicates if there is a correlation between the dependent

variable and the independent variables and whether this correlation is strong or
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weak, positive or negative. Adjusted R-square is that which appears in the 

model summary table, represents the coefficient of multiple determinations that 

shows how much the variance of the dependent variable can be explained by the 

regression model (Sarantakos 2007).

3. T-value and significance of the T-value: indicate whether each independent 

variable in the regression model contributes significantly in the predication of 

the dependent variable or not.

4. Beta-Value: indicates the change in the dependent variable associated with a 

unit change in the independent variable, in other words, how much the 

dependent variable will change if the independent variable changes by one unit.

7.4.4 Results of multiple regression models analysis

The following section shows the results that are derived from the multiple regression 

analysis in order to find out whether the independent variables exert a significant effect 

on the dependent variable, and whether or not these independent variables explain the 

variation in the dependent variable.

As mentioned earlier the research will examine the multiple regression between each 

group of management accounting practices (costing system, budgeting system, 

performance evaluation, decision making, and strategic analysis) and the whole 

management accounting practices as the dependent variable with the contingency 

variables as independent variables.
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7.4.4.1 Model 1: Multiple regression analysis results (costing system)

The results of the first model examined the influence of the contingency variable 

(independent variables) upon the extent of usage of the costing system as a dependent 

variable.

As shown in Table 7.28 below, the research revealed that the model has a high 

significance with (F-value= 2.794, p-value= .007).

The model indicates that approximately 22% of the variance in the extent of usage of 

the costing system (according to an adjusted R-square= .222), can be explained by 

information technologies (T-value= 3.081, p-value=.003), life cycle stages (T- 

value=2.648, p-value=.011), and network connections (T-value= 1.851, p-value= .051). 

Therefore, these three variables have a significant influence on the extent of usage of 

the costing system. According to ((3- value) the three variables (independent variables) 

have a positive association with the extent of usage of the costing system (dependent 

variable).

Finally, the Beta value is used to compare the importance of each independent 

variable's contribution in explaining the variation in the independent variable 

(Sarantakos, 2007). Accordingly, the information technologies are reported as the 

highest association with the variation in the dependent variable (Beta= .400) which 

means that a change in one standard deviation in the information technologies variable 

increases the extent of usage of the costing system by .400 standard deviation.

This is followed by life cycle with (Beta= .388) which means that a change in one 

standard deviation in the life cycle stages variable increases the extent of usage of 

costing system by .388 standard deviation.
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The Beta value of the network connections variables is .267 that means that the change 

in one standard deviation in the network connections variable increases the extent of 

usage of costing system by.267 standard deviation.

Table 7.28: Summary of model No.l of multiple regression analysis of the extent of usage of the 
costing system

Model Summary

.588

R Square
.345

F-Value |

Adjusted R Square

.222
Std. Error

.78525
ANOVA

| Sig. F | .007
Coefficients

(constant)
Information technologies
Life cycle stages
Network connections

P
2.283
.370

.359

.106

Std. Error
.478
.120
.136
.057

Beta

.400

.388

.267

T-value
4.772
3.081
2.648
1.851

Sig.
.000
.003
.011
.051

7.4.4.2 Model 2: Multiple regression analysis results (budgeting system)

The second model examined the influence of the contingency variables (independent 

variables) upon the extent of usage of the budgeting system as a dependent variable.

As seen in Table 7.29 below, the research revealed that the model has a high 

significance with (F-value= 2.820, p-value= .007).

The model indicates that approximately 23% of the variance in the extent of usage of 

the budgeting system (referring to an adjusted R-square= .227), can be explained by the 

sophistication of operations with (T-value= 2.492, p-value=.016), information 

technologies with (T-value=2.443, p-value=.018), net sale growth (size) with (T-
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value= 2.249, p-value= .029), and finally professional certificates with ( T-value= 

2.130,p-value=.038)

Therefore, these four factors have a significant association on the extent of usage of the 

budgeting system. According to (0- value) the four variables (independent variables) 

have a positive association with the extent of usage of the budgeting system (dependent 

variable).

hi addition, the Beta value indicated that the sophistication of operations ranked as the 

highest association with the variation in the budgeting system (Beta= .359) that means 

that a change in one standard deviation in the sophistication of operations variable 

increases the extent of usage of the budgeting system by .359 standard deviation.

This is followed by the information technologies variable with (Beta= .359), net sale 

growth variable with (Beta= .317), and finally the Beta value of the professional 

certificates variable is .306, that means that the change in one standard deviation in the 

network connections variable increases the extent of usage of the budgeting system 

by.306 standard deviation.

Table 7.29: Summary of model No.2 of multiple regression analysis of the extent of usage of 
budgeting system

Model Summary

.589
R Square

.347

F-Value |

Adjusted R Square
.227

Std. Error
.76196

ANOVA
| Sig.F | .007

Coefficients

(constant)
Sophistication of operations
Information technologies
Net sale growth ( size)
Professional certificates

P
2.712

.231

.285

.163

.119

Std. Error

.464

.093

.117

.073

.056

Beta

.359

.334

.317

.306

T-value

5.841
2.492

2.443

2.249

2.130

Sig.

.000

.016

.018

.029

.038
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7.4.4.3 Model 3: Multiple regression analysis results (performance evaluation 

practices)

The third model displayed the association between the contingency variables as 

independent variables and the extent of usage of the performance evaluation practices 

as a dependent variable. As shown in Table 7.30 below, the multiple regression analysis 

indicates that there has a high significance association with (F-value = 5.067, p-value = 

.000).

The model indicates that approximately 40% of the variance in the extent of usage of 

the performance evaluation practices system (referring to an adjusted R-square = .392), 

can be explained by three main variables, namely; life cycle stages variable with (T- 

value = 3.338, p-value =.002), professional certificates variable with (T-value =2.764, 

p-value =.008), and finally age (size) with (T-value = 1.934, p-value = .048).

Therefore, life cycle stages, professional certificates, and age (size) variables have a 

significant association on the extent of usage of performance evaluation practices. 

According to (0- value) the three variables (independent variables) have a positive 

association with the extent usage of the performance evaluation practices (dependent 

variable).

The final indicator is the Beta value that indicated that the life cycle stages ranked as 

the highest association with the variation in the performance evaluation practices 

(Beta= .425) that means that a change in one standard deviation in the life cycle stages 

increases the extent of usage of the performance evaluation practices by .425 standard 

deviation.
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The professional certificates variable comes next with (Beta= .317), and finally the 

Beta value of the age ( size) variable is .246, that means that the change in one standard 

deviation in the age ( size) variable increases the extent of usage of the performance 

evaluation practices by.246 standard deviation.

Table 7.30: Summary of model No.3 of multiple regression analysis of the extent of usage of the 
performance evaluation practices

Model Summary

.699
R Square

.489
Adjusted R Square

.392
Std. Error

.56508
ANOVA

F-Value | 5.067 | Sig. F J .000
Coefficients

(constant)
Life cycle stages
Professional certificates
Age

P
2.449
.138
.239
.133

Std. Error
.344
.041
.087
.069

Beta

.425

.317

.246

T-value
7.112
3.338
2.764
1.934

Sig.
.000
.002
.008
.048

7.4.4.4 Model 4: Multiple regression analysis results (decision making practices)

The fourth model shows the association between the contingency variables as 

independent variables and the extent of usage of the decision making practices as the 

dependent variable.

Table 7.31 below, shows that multiple regression analysis indicates that there has a high 

significance association with (F-value = 2.743, p-value = .008).

The model indicates that approximately 22% of the variance in the extent of usage of 

the decision making practices system (referring to an adjusted R-square = .217), can be 

explained by two main variables, namely; life cycle stages variable with (T-value = 

2.876, p-value =.006), and information technologies variable with (T-value =2.230, p-

value =.030).
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As a result, the life cycle stages and information technologies variables have a 

significant association on the extent of usage of decision making practices. According 

to (P- value) both variables; life cycle stages and information technologies (independent 

variables), have a positive association with the extent of usage of the decision making 

practices (dependent variable).

The final indicator is the Beta value that indicated that the life cycle stages ranked as 

the highest association with the variation in the decision making practices (Beta= ..375) 

that means that a change in one standard deviation in the life cycle stages increases the 

extent of usage of the decision making practices by .375 standard deviation.

The Beta value of the information technologies variable is .322 which means that the 

change in one standard deviation in the information technologies variable increases the 

extent of usage of the decision making practices by.322 standard deviation.

Table 7.31: Summary of model No.4 of multiple regression analysis of the extent of usage of 
decision making practices

Model Summary

.584

R Square

.341

Adjusted R Square
.217

Std. Error
.69880

ANOVA

F- Value | 2.743 | Sig. F | .008

Coefficients

(constant)

Life cycle stages

Information technologies

P
2.449

.308

.265

Std. Error

.344

.107

.119

Beta

.375

.322

T-value

7.112

2.876

2.230

Sig.

.000

.006

.030
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7.4.4.5 Model 5: Multiple regression analysis results (strategic analysis practices)

The fifth model examined the association between the contingency variables as 

independent variables and the extent of usage of the strategic analysis practices as the 

dependent variable. As shown in Table 7.32 below, the multiple regression analysis 

indicates that there is a high significance association with (F-value = 1.170, p-value = 

.000).

The model indicates that approximately 55% of the variance in the extent of usage of 

the strategic analysis practices system (referring to an adjusted R-square = .532), can be 

explained by three main variables, namely; information technologies variable with (T- 

value = 2.700, p-value =.009), age (size) variable with (T-value =2.604, p-value =.012), 

and finally sophistication of operations with (T-value = 1.864, p-value = .05). 

Therefore, information technologies, age (size), and sophistication of operations 

variables have a significant association on the extent of usage of strategic analysis 

practices. According to (0- value) the three variables (independent variables) have a 

positive association with the extant of usage of the strategic analysis practices 

(dependent variable).

The final indicator is the Beta value that indicated that the information technologies 

ranked as the highest association with the variation in the strategic analysis practices 

(Beta= .291); that means that a change in one standard deviation in the life cycle stages 

increases the extent of usage of strategic analysis practices by .291 standard deviation.

The age (size) variable comes next with (Beta= .287), and finally the Beta value of the 

sophistication of operations variable is .208, which means that the change in one

301



Chapter Seven Testing the Research Hypotheses

standard deviation in the sophistication of operations variable increases the extent of 

usage of the strategic analysis practices by .246 standard deviation.

Table 7.32: Summary of model No.5 of multiple regression analysis of the extent of usage of the 
strategic analysis practices

Model Summary

.779

R Square

.607
Adjusted R Square

.532
Std. Error

.54962
ANOVA

F-Value | 8.170 | Sig. F | .000

(constant)

Information technologies

Age
Sophistication of operations

P
1.703

.282

.105

.125

Std. Error

.335

.105

.040

.060

Beta

.291

.287

.208

T-value

5.086
2.700
2.604
1.864

Sig.
.000
.009
.012
.05

7.4.4.6 Model 6: Multiple regression analysis results (management accounting 

practices)

The last model, model six, examines the association between the contingency variables 

as independent variables and the extent of usage of management accounting practices as 

the dependent variable.

As shown in Table 7.33 below, the multiple regression analysis indicates that there is a 

highly significance association with (F-value = 6.182, p-value - .000).

The model indicates that approximately 45% of the variance in the extent of usage of 

the management accounting practices (referring to an adjusted R-square = .451), can be 

explained by four variables, namely; information technologies variable with (T-value = 

3.789, p-value =.000), professional certificates variable with (T-value =2.960, p-value
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=.005), life cycle stages with (T-value = 2.143, p-value = .037), and finally 

sophistication of operations with (T-value = 2.010, p-value = .05)

Consequently, information technologies, professional certificates, life cycle stages, and 

sophistication of operations variables have a significant impact upon the usage of 

management accounting practices.

According to (|3- value) the four variables (independent variables) have a positive 

association with the usage of management accounting practices (dependent variable).

The final indicator is the Beta value that indicated that the information technologies 

ranked as the highest association with the variation in the management accounting 

practices (Beta= .413) that means that a change in one standard deviation in information 

technologies increases the extent of usage of the management accounting practices by 

.413 standard deviation.

The professional certificates variable comes next with (Beta= .358), then life cycle 

stages with (Beta= .228), and finally the Beta value of the sophistication of operations 

variable is .213, that means that the change in one standard deviation in the 

sophistication of operations variable increases the extent of usage of the management 

accounting practices by .213 standard deviation.
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Table 7.33: Summary of model No.6 of multiple regression analysis of the extent of usage of 
management accounting practices

.734

Model Summary
R Square

.538
Adjusted R Square

.451
Std. Error

.49715
ANOVA

F-Value | 6.182 | Sig.F | .000
Coefficients

(constant)
Information technologies
Professional certificates
Life cycle stages
Sophistication of operations

P
2.332
.288
.108
.229
.122

Std. Error
.303
.076
.036
.107
.060

Beta

.413

.358

.228

.213

T-value
7.697
3.789
2.960
2.143
2.010

Sig.
.000
.000
.005
.037
.05

7.5 Summary

The testing hypotheses chapter has examined the research hypotheses that were 

formulated in order to discover the association between the contingency variables and 

management accounting practices, upon the sophistication level of management 

accounting practices in the Jordanian financial sector, and finally to find out the 

cumulative effect of the contingency variables upon the extent of usage of management 

accounting practices in the Jordanian financial sector, in order to meet the third and 

fourth objectives of the research objectives.

hi terms of testing the hypotheses that related to the association between each 

contingency variables and the extent of usage of management accounting practices, the 

research confirmed and supported eight hypotheses that including the following 

variables: age of the company (number of years since establishment), net sale growth, 

number of employees, sophistication of operations, professional certificates, 

information technologies, life cycle stages, and business type.
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The research revealed that all the contingency variables influenced the extent of usage 

of management accounting practices except the following variables; attendance of 

training courses, number of academic degrees, computerisation of accounting 

department, and production technologies that are considered to be insignificant 

variables regarding their impact upon the extent of usage of management accounting 

practices in the Jordanian financial sector. For more information, see Table 7.34 below.

Table 7.34: Summary of the results from the KendalTs tau test

Contingency variables

Size

Age

Net sale growth

Number of employees

Sophistication of operations

Professional 

competence

Technology

Attendance of training courses

Academic degrees

Professional certificates

Department computerisation

Network connections

Production technologies

Information technologies

Life cycle stages

Business type

Management accounting practices

Costing 

system

*

*

*

*

**

*

**

+*

*

Budgeting 

system

*

*

*

*

*

**

*

Performance 

evaluation

**

**

**

**

**

**

*

**

**

**

Decision 

making

*

*

**

**

* +

*

*

Strategic 

analysis

**

**

**

**

*

**

**

**

**

**

*

Management 

accounting 

practices
**

*

**

**

**

**

**

**

**

*. Correlation is significant at the 0.05 level (1-tailed).
**. Correlation is significant at the 0.01 level (1-tailed).
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The second section was concerned with examining the hypotheses regarding the 

association between each of the contingency variables and the sophistication level of 

management accounting practices in the Jordanian financial sector,

After the thirteen hypotheses were examined by utilising the Kruskal-Wallis test, the 

research confirmed nine hypotheses that revealed the influence on the sophistication 

level of management accounting practices, namely: age of the company (number of 

years since establishment), sophistication of operations, attendance of training courses, 

professional certificates, department computerisation, network connections, information 

technologies, life cycle stages, and business type.

In addition, four hypotheses were unconfirmed and rejected. These are related to four 

variables that underlined that those four variables do not possess any significant 

influence on the sophistication level of the Jordanian financial sector, namely: net sale 

growth; number of employees; number of academic degrees; and production 

technologies. Table 7.35 gives more illustration.

Table 7.35: Summary of the results from the Kruskal-Wallis test

Contingency variables

Size

Age

Net sale growth

Number of employees

Sophistication of operations

Professional competence

Technology

Life cycle stages

Attendance of training courses

Academic degrees

Professional certificates

Department computerisation

Network connections

Production technologies

Information technologies

Business type

Significant
*

*

*

*

*

*

*

*

Not significant

*

*
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The last section entailed an examination of the cumulative influence of the contingency 

variables upon the extent of usage of management accounting practices in the Jordanian 

financial sector. The research findings revealed that four contingency variables where 

found to influence the extent of usage of management accounting practices, namely; 

sophistication level of operations, professional certificates, information technologies, 

and life cycle stages. See Table 7.36 below.

According to the comparison between the two results (section one and section three), 

the research revealed that there is a different between both results and in the third 

section the four variables that were found to influence the usage of management 

accounting practices were considered to be the most important and significant variables.

Therefore, and based on the literature review and the awareness of the Jordanian 

business environment, the research indicated that the results of this chapter are 

reasonable results where more companies have a high level of sophisticated operations 

that will lead to them adopting more sophisticated management accounting practices 

and will influence the usage of management accounting practices as well.

In terms of professional certificates variable, the research revealed that the possession 

of those certificates will influence both the usage and sophistication level of 

management accounting practices, and that this could be enhanced by more emphasis in 

those certificates on the practical aspects, case studies, and taking contemporary issues.

The information technologies variable was found to influence both the usage and the 

sophisticated level of management accounting practices in the Jordanian financial 

sector, more than production technologies that could be explained by the financial
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sector providing services rather than products, and engaging with customer services 

practices that rely more on information technologies than production technologies.

Finally, the life cycle stages variables were considered as a significant variable in terms 

of both usage and sophistication level of management accounting practices and is a vital 

element that could explain the current status of sophistication level of management 

accounting practices in the Jordanian financial sector since almost of the Jordanian 

financial companies are located in the first and second stages of the life cycle stages. 

This gives an indication that when a company moves forward in the life cycle stages it 

will adopt more sophisticated management accounting practices.

Table 7.36: Summary of the results of the multiple regression analysis

The explanatory variables

Size

Age

Net sale growth

Number of employees

Sophistication of operations

Professional 

competence

Technology

Attendance of training courses

Academic degrees

Professional certificates

Department computerisation

Network connections

Production technologies

Information technologies

Life cycle stages

Business type

Multiple regression analysis models

Model 1

*

***

**

Model 2

**

**

**

**

**

Model 3
*

***

***

Model 4

**

***

Model 5
**

*

***

Model 6

*

***

***

**

*. Correlation is significant at the 0.05 level
**. Correlation is significant at the 0.01 level
***. Correlation is significant at the 0.001 level
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8. Findings, Conclusion, and Recommendations

8.1 Introduction

The final chapter aims to highlight the main findings of the research, draw conclusions, 

research contributions and implications. Moreover, the chapter highlights the research 

limitations and the insight and direction for future research.

8.2 Main research findings

The main purposes of the current research were to explore the extent of usage of 

management accounting practices, identify the sophistication level of management 

accounting practices based on the IF AC model, and to examine the main contingent 

variables that influence the extent of usage and sophistication level of management 

accounting practices in the Jordanian financial sector.

To this end, the current research started with building a theoretical argument based on 

the previous studies in order to identify the main themes and debate in this context. It 

then moved to the design of a research methodology that is explained in the instruments 

of the research (questionnaire, and semi-structured interview) and justified the research 

implementation process. This was followed by the quantitative data analysis results, the 

semi-structured interview analysis results, and finally hypotheses tests results.

The current research has investigated the status of management accounting practices 

regarding both extent of usage and sophistication level of management accounting 

practices in the Jordanian financial sector based on 104 companies comprising four sub- 

sectors, namely; banking, insurance, diversified financial services and real estate.
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Furthermore, the research has examined the effect of contingent variables upon both the 

extent of usage and the sophistication level of management accounting practices.

The findings of the research are based on 64 respondents who completed the 

questionnaire that gives (67.3%) response rate that is considered a high response rate, 

and gives more confidence to the validity and reliability of the questionnaire results and 

is supported by 14 interviews being a representative sample from the four the sub- 

sectors and the four life cycle stages.

Consequently, the first section of this chapter will highlighting the main findings of the 

questionnaire, the semi-structured interview analysis, and testing of the research 

hypotheses respectively.

8.2.1 Findings from the questionnaire analysis

In terms of the distinctive features of the Jordanian financial sector, the research 

indicated the newly formed companies that have operated in the Jordanian financial 

sector in terms of their age, net sale growth, number of employees, as 64.1% of the 

respondent companies were no older than 15 years, 46.9% have less than 5% net sale 

growth, and 78.2% had less than 300 employees. Moreover, the research indicated the 

simplicity of operations that the Jordanian financial sector has produced /provided for 

their customers as 84.4% of the respondent companies produce/provide less than 20 

products/services. These findings were supported by Miller and Friesen's corporate life 

cycle model as they have argued that a company of less than 10 years old is considered 

to be in the birth stage and that companies with growth of net sale of more than 15% are 

considered to be in the growth stage (Miller, Friesen, 1984).
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Based on the questionnaire results, the research revealed that 26.6% of the Jordanian 

financial sector companies are located in the first stage regarding life cycle stages and 

40.6% in the second stage. This shows that 67.2% of the respondent companies are 

located in the first two stages; this confirms that the Jordanian financial sector is a 

youth sector. Moreover, the results indicated that the banking sub-sector is the oldest 

sector in terms of the life cycle stage, as 64.3% are located in the maturity stage and 

14.3 % in the revival stage. The insurance companies come second in terms of the life 

cycle stages, as 35.3% are located in the last two stages and most of the diversity 

financial services companies are located in the second and third stage with 76.5%, and 

11.8% respectively. Finally almost all of the real estate companies have been located in 

the first stage with 75%.

The research revealed that the general orientation of the Jordanian financial sector is to 

recruit qualified employees, particularly those with accounting qualifications; this 

reflects the awareness of the importance of qualified staff. However, there is a lack of 

professional certificates in the Jordanian financial sector with the most widely held 

certificates are JCPA and CPA. The results revealed that there is an awareness of the 

importance of training courses in order to improve the performance of accounting.

Concerning the technology aspects, the analysis found a high usage of computers in the 

accounting departments. Almost all of the respondent companies have network 

connections within their accounting departments, and less connectivity with other 

departments. In terms of the production and information technologies, the research 

revealed that the Jordanian financial sector more frequently uses information 

technologies than production technologies such MIS. Most of the production
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technologies are more applicable to the manufacturing sector than the financial sector, 

since the financial sector relies more on providing services.

The respondents reported that the highest type of management accounting information 

is reported directly to the line manager followed by immediate availability upon 

request. With regard to the importance of the role of management accounting, the 

research revealed that, the most important role was cost determination and financial 

control followed by information for management planning and control.

All the management accountants' skills were considered to be important to any 

accountant employee, the ability to work in a team was classified as the most important 

skill, and the lowest skill in terms of importance is written and verbal communication.

The research concluded that the usage of the traditional costing practices are still 

prevalent, based on the lowest rank of the contemporary costing practices whereas the 

most widespread costing practice is a separation between variable and fixed cost 

followed by using a plant-wide overhead rate. ABC was ranked the lowest used practice 

has a low importance ranking that indicates that there is no intention in the future to 

adopt this practice. In addition, the research revealed that there is a trend within the 

Jordanian financial sector to adopt contemporary costing practices, for instance; target 

costs practice, with the continued existence of some of conventional practices in the 

future, for instance; separation between variable and fixed cost practice.

In terms of budgeting practices, the research revealed that the budgeting practices are 

the most heavily used of all management accounting practices in the Jordanian financial 

sector; as the budgeting for planning, budgeting for controlling costs, budgeting for 

long term (strategic) plans, and flexible budgeting have recorded the highest scores.
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Zero-based budgeting practices have been ranked to have the lowest usage and 

importance, indicating that this practice would not be adopted in the future.

Where performance evaluation practices are concerned, on one hand the research 

indicated that there is a lack of use of non-financial measures that are considered as 

contemporary management accounting practices, and on the other hand, the financial 

measures were considered as the highest practice being utilised in the Jordanian 

financial sector, i.e. they were classified as one of the traditional management 

accounting practices. However, based on the analysis of the importance of 

contemporary practices, the research predicted that companies intend to adopt these 

practices in the future.

Product profitability analysis has the highest rate of usage among the decision making 

practices and long-range forecasting practice is reported as the highest usage practice 

among strategic analysis practices. In general, the research revealed that there is a lack 

of usage of decision making practices and strategic analysis practices in the Jordanian 

financial sector.

In addition, the research suggested that the future trend of the Jordanian financial 

section in terms of the practices that would become extinct, and the practices that would 

be most prevalently used in the future. Accordingly, the research revealed that practices 

such as, target costing industry analysis practice, benchmarks practice; and product life 

cycle analysis practice would be used in the future. Financial measures practice; 

budgeting for planning practice; budgeting for controlling costs practice; long-range 

forecasting practice; and cost- value- profit analysis (break- even analysis) were 

predicted to be more prevalently used in the future. Finally, the research predicted some 

practices that would be extinct in the future or will be rarely use in the future in the

313



Chapter Eight________________Findings. Conclusion, and Recommendations

Jordanian financial sector, such as, product life cycle analysis practice; ABC; and zero - 

based budgeting practice.

Concerning the sophistication level of management accounting practices in the 

Jordanian financial sector based on the IF AC model, the research revealed that 64.1% 

of the companies are located in the first stage, 29.7% in the second stage, 3.1% in the 

third stage, and finally 3.1% of the Jordanian financial sector are located in the fourth 

stage.

Based on the ranking of the importance of management accounting practices, the 

research indicated the future trend of sophistication of management accounting practice 

level based on IF AC model, and revealed that 39% of the companies are located in first 

stage, 28% in second stage, 17.4% in the third stage, and 15.6% were found to be 

located in fourth stage. Therefore, there is a remarkable increase in the number of 

companies now located in the third and fourth stage; stages of more sophistication.

The research revealed that the adoption of management accounting practices move from 

stage one of the IF AC model into the following stages as the respondents companies 

move through the life cycle stage to another. Whereas, the birth life cycle stage 

companies are almost all located in stage one and two, based on the IF AC model by 

94%, the growth life cycle stage was found to have moved a little to adoption practices 

with emphasis on reduction of resource waste in business processes (stage three of 

IFAC model) by 4%. Thirdly, the maturity life cycle stage was found to move from the 

IF AC model first stage into the second stage with a small move into the third stage 

since the stage one occurred 47%, stage two reported to be 47%, and finally stage three 

was 6%. Finally, the revival life cycle stage, reported an adoption of practices from
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stage four of the IF AC model with 25%. For more information see section (5.6), 

Chapter Five.

Similarly, the research attempts to locate companies in the Jordanian financial sector 

into the IF AC model. The research revealed that the banking sub-sector is the most 

sophisticated in terms of the adoption of management accounting practices since 7% of 

the banking respondents were located in stage four of the IF AC stages and 50% in stage 

two of the IF AC model, followed by the financial diversified services sub-sector, as 6% 

are located in stage four of the IF AC, 6% in stage three, 18% in stage two, and finally 

the rest are located in stage one of the IF AC model. The insurance sub-sector has 31% 

located in stage two of the IF AC and the rest are located in stage one of the IF AC 

model. Finally, the real estate sub-sector is revealed to be the lowest sub-sector in terms 

of the sophistication level of management accounting practices, where almost all of the 

respondent companies are located in stage one and two of the IF AC model by 94%.

According to the answers of the Jordanian financial sector companies, the research 

concluded that the important factors that influence the sophistication level in the 

Jordanian financial sector ranked from highest to lowest were: top management 

support; increase the market competition; government regulation; lack of financial 

resources; globalisation; consultant advice; culture, and finally language factor. 

Accordingly, the research revealed that all of the eight listed factors have been 

considered as important factors and themselves a combination of extra and intra 

company factors.
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8.2.2 Findings from the semi-structured interviews.

Based on the 14 semi-structured interviews, the research confirmed, and is consistent 

with, the questionnaire analysis results that indicated that the Jordanian financial sector 

relies heavily on the traditional management accounting practices and there is a lack of 

use of the contemporary practices.

Lack of financial resources; shortage of training courses; satisfaction with the current 

practices; absence of top management support; low awareness of the advantages of the 

contemporary practices; applicability to business type; shortage of professional 

certificates; and shortage of professional skills, were given by interviewees as the 

reasons behind the adoption of traditional management accounting practices.

The interviewees indicated the reasons behind the adoption of contemporary 

management accounting practices as being: information technologies; sophistication 

level of operations; sharp competition; provision of accurate reliable and reasonable 

data; business type; and size.

Moreover, the interviewees raised some issues concerning the management accounting 

field. Firstly, almost half of the interviewees are satisfied with the status of management 

accounting in their companies and they felt it accomplishes all that they need, and the 

other half believed that they did not utilise all of the advantages of management 

accounting information.

The research revealed that training courses; top management orientation; the gap 

between the education curriculum and practical work environment; lack of financial 

resources; life cycle stages; business type; market competition; and professional 

certificates are the factors that influenced the sophistication level of management
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accounting practices in the Jordanian financial sector. In addition, the research revealed 

that there are internal and external factors that influence the sophistication level in the 

Jordanian financial sector.

To sum up, the semi-structured interviews results supported and confirmed the results 

of the questionnaire analysis results, and provided an in-depth investigation of the 

current status of management accounting practices, and the reasons behind usage or 

non-usage of the management accounting practices; both the traditional and 

contemporary practices.

8.2.3 Findings from testing the research hypotheses

hi terms of testing the hypotheses that are related to the association between each 

contingency variables and the extent of usage of management accounting practice in the 

Jordanian financial sector, the research confirmed and supported eight hypotheses that 

including the following variables: age of the company (number of years since 

establishment); net sale growth, number of employees; sophistication of operations; 

professional certificates; information technologies; life cycle stages; and business type.

hi addition, the research revealed that: attendance at training courses; number of 

academic degrees; computerisation of accounting department; and production 

technologies, are insignificant variables with regard to their impact upon the extent of 

usage of management accounting practices in the Jordanian financial sector.

The research confirmed nine hypotheses that were revealed to influence the 

sophistication level of management accounting practices, namely: age of the company 

(number of years since establishment); sophistication of operations; attendance at
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training courses; professional certificates; department computerisation; network 

connections; information technologies; life cycle stages; and business type.

$ hi addition, four hypotheses were unconfirmed and rejected. These are related to four 

variables that did not have any significant influence on the sophistication level of the 

Jordanian financial sector, namely; net sale growth; number of employees; number of 

academic degrees; and production technologies.

# Based on the multiple regression analysis that examined the cumulative influence of the 

contingency variables upon the extent of usage of management accounting practices in 

the Jordanian financial sector, the research revealed that four contingency variables 

where found to influence the extent of usage of management accounting practices 

namely: sophistication level of operations; professional certificates; information 

technologies; and life cycle stages.

8.3 Research conclusion

The research has investigated the management accounting practices in the Jordanian 

context, particularly the Jordanian financial sector from multiple aspects, mainly: 

identifying the extent of usage of management accounting practices; identifying the 

sophistication level of management accounting practices based on the IF AC model; and 

investigating the contingent variables that might influence both the extent of usage and the 

sophistication level of management accounting practices in the Jordanian financial sector.

To achieve these objectives, the research began with reviewing the literature regarding the 

themes that have previously been addressed within the management accounting field, 

reviewed the main methods that were implemented, the main findings, and attempted to
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investigate the gap in this field. The research then reviewed the literature looked at the 

contingency theory and management accounting practices, examined the contingency 

theory, and justified the selection of each contingent variable.

In order to maximise the validity and reliability of the research findings, the research 

utilised two methods (questionnaire, and semi-structured interview). The questionnaire was 

used to generate a wide range of information from the respondents, followed by the semi- 

structured interview method that was used in order to confirm, support, and explain the 

questionnaire analysis, and to investigate in depth any remarkable findings from the 

questionnaire that needed more investigation.

In addition, each stage of the implementation of both the questionnaire and the semi- 

structured interview has been explained and justified. See Chapter Four.

According to the findings that related to the features of the Jordanian financial sector, the 

research considered it as a youth sector, with the banking sector as the biggest and oldest 

sub-sector, followed by insurance companies, diversity financial services companies, and 

finally the real estate companies.

Therefore, and based on the research findings that were discussed in the earlier section, the 

research has drawn the following conclusions that exhibited in Table 8.1 and Figure 8.1.
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Table 8.1 Research conclusions

Research aim Research actions/ 
Methods

Research hypotheses / 
Questions

Hypotheses confirmed or not 
confirmed/ questions answer

Obtain a broad overview of 
management accounting 
practices in the Jordanian 
financial sector in general, 
including the extent of usage of 
management accounting 
practices.

Literature review
Questionnaire
Semi-structured
interview
(Descriptive
analysis)

What are the extent of 
usage and the importance of 
each of the management 
accounting practices in the 
Jordanian financial sector?

The Jordanian financial sector is 
highly use traditional management 
accounting practices and rarely 
using the more sophisticated or 
advanced management accounting 
practices

Examine the sophistication level 
of management accounting 
practices and at that phase, based 
on the IF AC model, the 
Jordanian financial sector is 
currently placed.

Literature review
Questionnaire
Semi-structured
interview
(Descriptive
analysis)

What is the level of 
sophistication of 
management accounting 
practices in the Jordanian 
financial sector according to 
the IF AC model?

Almost all of the Jordanian 
financial sector companies are 
located in the first two stages of 
IF AC model that in turn reflects the 
simplicity of management 
accounting practices that are used in 
the Jordanian financial sector.

Investigate the effect of the 
contingent variables upon the 
extent of usage of management 
accounting practices in the 
Jordanian financial sector.

Literature review 
Questionnaire 
(Kendall's tautest)

In the Jordanian financial 
sector there is a positive 
association between the 
extent of usage of 
management accounting 
practices and contingency 
variables: age of the 
company, net sale growth, 
number of employees, 
sophistication of operations, 
attendance of training 
courses, number of 
academic degrees, 
professional certificates, 
information technologies, 
network connections, 
computerisation of 
accounting department, 
production technologies, 
life cycle stages, and 
business type.

Confirmed: age of the company, 
net sale growth, number of 
employees, sophistication of 
operations, professional certificates, 
information technologies, life cycle 
stages, and business type.

Not confirmed: attendance of 
training courses, number of 
academic degrees, computerisation 
of accounting department, network 
connections, and production 
technologies

Investigate the effect of the 
contingent variables upon the 
sophistication level of 
management accounting 
practices in the Jordanian 
financial sector.

Literature review 
Questionnaire 
(Kruskal-Wallis 
test)

In the Jordanian financial 
sector there is a positive 
association between the 
sophistication level of 
management accounting 
practices and contingency 
variables: age of the 
company, net sale growth, 
number of employees, 
sophistication of operations, 
attendance of training 
courses, number of 
academic degrees, 
professional certificates, 
information technologies, 
network connections, 
computerisation of 
accounting department, 
production technologies, 
life cycle stages, and 
business type.

Confirmed: age of the company, 
sophistication of operations, 
attendance of training courses, 
professional certificates, department 
computerisation, network 
connections, information 
technologies, life cycle stages, and 
business type.

Not confirmed: net sale growth, 
number of employees, number of 
academic degrees, and production 
technologies.
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Figure 8.1
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According to Table 8.1, the research has drawn the following conclusions, namely: Firstly, 

in order to fulfil the first objective of the research, the findings reported that the Jordanian 

financial sector is still widespread and highly use traditional management accounting 

practices, rarely using the more sophisticated or advanced management accounting 

practices, and there is a diversity of management accounting practices are used in the 

financial sector context. Budgeting practices and financial measures are heavily used in the 

Jordanian financial sector. ABC was ranked the lowest used practice among the costing 

practices, for more information, see Chapter Five.

hi general, the research revealed that there is a lack of usage of decision making practices 

and strategic analysis practices in the Jordanian financial sector, Furthermore, the research 

indicated the likelihood that some practices will be used in the future, for instance: target 

costing; industry analysis practice; and benchmarks practice. The research implied that 

some practices might become extinct in the future, such as, product life cycle analysis 

practice, ABC practice.

Secondly, regarding the second objective, the research revealed that almost all of the 

Jordanian financial sector companies are implementing management accounting practices 

that provide information for cost determination and financial control and information for 

management planning and control. The fact that 64.1% of the companies are located in the 

first stage, 29.7% in the second stage based on the IF AC model indicates the simplicity of 

information that they require and in turn, reflects the simplicity of management accounting 

practices that are used in the Jordanian financial sector.

In relation to the sophistication level of management accounting practices in the Jordanian 

financial sector, the research indicates that in the future there would be an improvement in 

terms of the adoption of more sophisticated or advance management accounting practices
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that provide information regarding the reduction of resource waste in business processes 

and focus upon the creation of value through effective resource use. Whereas based on the 

IF AC model, the research revealed that 39% of the companies are located in the first stage, 

28% in the second stage, 17.4% in the third stage, and 15.6% were found located in the 

fourth stage, see (chapter Four).

In terms of the third objective, the research concluded that the age of the company 

(number of years since establishment); net sale growth; number of employees; 

sophistication of operations; professional certificates; information technologies; life cycle 

stages; and business type, are the main contingent variables that influence the extent of 

usage of management accounting practices in the Jordanian financial sector.

The research achieved the fourth objective by revealing the main contingent variables that 

influence the sophistication level of management accounting practices, namely: age of the 

company (number of years since establishment); sophistication of operations; attendance of 

training courses; professional certificates; department computerisation; network 

connections; information technologies; life cycle stages; and business type.

In addition, the research concluded, that based on the Multiple Regression analysis, the 

main four contingent variables that influence the use of management accounting practices 

are: sophistication level of operations; professional certificates; information technologies; 

and life cycle stages.

Regarding the level of sophistication operations, more companies have a high level of 

sophisticated operations that are likely lead them to adopt more sophisticated management 

accounting practices and will considerably influence the usage of management accounting 

practices as well. However, the research also indicated the simplicity of operations that the
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Jordanian financial sector has produced /provided to its customers, as 84.4% of the 

respondent companies produce/provide less than 20 products/services.

In terms of the professional certificates variable, the research revealed that the possession 

of those certificates will influence both the usage and the sophistication level of 

management accounting practices. This could be explained by the emphasis of these 

certificates on the practical aspects, case studies, and taking contemporary issues.

The information technologies variable was found to have more influence upon both the 

usage and the sophisticated level of management accounting practices in the Jordanian 

financial sector than production technologies. This could be explained by emphasis placed 

by the financial sector upon providing services rather than products, and engaging with 

customer services practices that rely more on information technologies than production 

technologies.

Finally, the life cycle stages variables were considered as a significant variable in terms of 

both usage and sophistication level of management accounting practices. It is a vital 

element that could explain the current status of sophistication level of management 

accounting practices in the Jordanian financial sector since almost of the Jordanian 

financial companies are located in the first and second stages of the life cycle stages, and 

this gives an indication that when a company moves forward in the life cycle stage it is 

likely to adopt more sophisticated management accounting practices.

In addition, the research concluded that the lack of financial resources; shortage of training 

courses; satisfaction with the current practices; absence of top management support; low 

awareness of the advantages of the contemporary practices, applicable to business type, 

shortage of professional certificates, and shortage of professional skills; are the reasons
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behind the adoption of traditional management accounting practices as the interviewees 

indicated. Moreover, the research concluded the reasons behind the adoption of 

contemporary management accounting practices are: information technologies; 

sophistication level of operations; sharp competition, provision of accurate reliable and 

reasonable figures; business type; and size.

The research is consistent with previous studies that indicated that traditional management 

accounting practices are still widely used and provides evidence of the contingent variables 

that influence both the extent of usage and the sophistication level of management 

accounting practices in the Jordanian financial sector.

8.4 Research contributions and recommendations

In order to shed light on the main contributions of the current research, they were divided 

into two main aspects; the contribution to Jordan, particularly the Jordanian financial sector 

as field work, and the contribution to the management accounting field as a discipline.

Firstly, in Jordan there is a lack of studies that examine the status of management 

accounting in general, and none in the financial sector in particular. Therefore, the research 

provided a clear picture of the management accounting practices role, usage, importance, 

and finally the sophistication level in the financial sector that will help the companies to 

build their strategy and background to the future research in this sector.

In addition, provide information concerning the main factors that influence the usage and 

sophistication level of management accounting practices, and the advantages of using the 

appropriate practices.
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Secondly, the research contributed to the field of management accounting in terms of 

examining the contingency approach, particularly examining new contingent variables and 

their effect on management accounting practices, enhancing the knowledge of management 

accounting in the service and financial companies as most of the management accounting 

studies have been carried out in manufacturing firms.

Jordanian business relies heavily on the financial accounting statements instead of 

management accounting. Therefore, and based on the research findings and conclusion, the 

research has produced some recommendations to the Jordanian financial sector in order to 

boost the management accounting role of firms in that sector, namely; more emphasis 

should be placed on professional certificates, because of the significant role that these 

certificates play in providing the accountant staff with case studies and teaching them the 

skills they need, and raise their awareness of contemporary practices and how to 

implement them in their companies, since within the Jordanian financial sector there is a 

lack of these professional certificates.

More attention should be placed on relevant training courses that relate to management 

accounting practices. Currently, there is a lack of such courses that in turn is affecting the 

adoption of new practices.

There is a need to connect the accounting department with other departments that will lead 

to making the application of any practices easier, particularly the advanced practices, since 

the research revealed that there is less connectivity between the accounting departments and 

other departments.
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Consistent with previous studies that have argued that there is a gap between textbooks and 

practices in management accounting field, the research suggests that in order to fill this gap, 

the educators have to revisit these textbooks and update them with contemporary issues 

alongside teaching future management accountants appropriate skills that are necessary to 

carry out their job sufficiently and effectively.

Additionally, the financial sector is a crucial sector that has a significant impact on the 

economy, and requires accurate and timely information. Consequently, the research 

encourages the companies to adopt advanced management accounting practices, 

particularly decision making practices and strategic analysis practices, since the research 

revealed there is a lack of adoption of these practices.

8.5 Research limitations

The current research has faced some limitations similar to any research. Those limitations 

occurred in different stages of the research. At the first stage; during the formulation of the 

research questions and objectives, there was discerned a shortage of academic studies that 

examine management accounting in the Jordanian context; and particularly in the financial 

sector. For this reason, it was difficult to find previous literature that tackled this area.

In the second stage that was concerned with collecting the data by using the questionnaire 

method, there was found to be a low awareness of management accounting practices 

terminologies and this affected the understanding of some parts of the questionnaire.
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The research utilised the contingency approach that is based on the premise that there is no 

universally appropriate accounting system applying equally to all organisations in all 

circumstances and that the particular features of an appropriate accounting system will 

depend upon the specific circumstances in which an organisation finds itself. Therefore, the 

current research could not examine all the contingent variables that might influence the 

both usage and level of sophistication of management accounting practices.

The research attempted to minimise the limitations through a number of procedures, for 

instance; explaining to the respondents the terminologies of management accounting 

practices, and selecting the most appropriate contingent variables that were relevant to the 

Jordanian environment.

To sum up, despite the limitations the current research achieved its objectives by providing 

a clear image of the status of management accounting practices in the Jordanian financial 

sector in terms of both the extent of usage and sophistication level of management 

accounting practices. In addition, the research indicated the significant contingent variables 

that affect both the extent of usage and sophistication level of management accounting 

practices in the Jordanian financial sector.

8.6 Future research

The future research would be expected to add more explanations to the status of 

management accounting in the Jordanian context; in addition to extending the knowledge of 

management accounting and adding more validity to the research area. Therefore, the 

current research could suggest some directions that future research could consider.
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The current research has examined group of contingent variables and their impact upon the 

extent of usage and sophistication level of management accounting practices. It would be 

worthwhile to investigate other contingent variables that might explain the status of 

management accounting in Jordan. In addition, it would be valuable to investigate the 

management accounting by using other approaches and using other methods.

The questionnaire was used as the main method of collecting data alongside some in-depth 

investigation based on the semi-structured interview method. Consequently, it would be 

useful to conduct further qualitative research in order to gain more in-depth investigation in 

terms of the role of management accounting practices and the usage of these practices.

It would be advantages as well to conduct a serial time research that would examine the 

management accounting role, and practices change and it association with organisation 

change.

Regarding the current financial crisis that has taken place in the business markets, 

particularly in financial institutes, it would be interesting to investigate the association 

between the financial crisis and management accounting information and the extent to 

which management accounting information could assist in the recovery of the financial 

sector and the role of the contemporary practices in providing useful and meaningful 

information.

Finally, the current research is considered to be a platform and a starting point for future 

research into the management accounting in the Jordanian financial sector.
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Appendix No.l: Covering letter and questionnaire

Dear participant

I am currently conducting research for a PhD thesis, under the supervision of Prof. David 

Morris at the University of Wales, Newport (UK). The title of my thesis is "The level of 

sophistication of management accounting practices in the Jordanian financial sector".

At this stage of my thesis I am concerned with collecting data from the Jordanian financial 

sector. Therefore, I would be very grateful if you could spare a few minutes to complete the 

attached questionnaire.

Your opinions are important to me and will enhance the research project by revealing the status 

of management accounting practices, the level of sophistication, the role of management 

accounting in the financial sector, and finally the influence of the life cycle stage and other 

factors upon the level of sophistication of management accounting in the Jordanian financial 

sector. In turn, I will be happy to provide you with a summary of the research findings.

Your responses will be treated in complete confidence and the information that you provide will 

be used solely for my doctoral research.

Finally, I would like to take the opportunity to thank you for your help in answering the 

questionnaire and, if you have any queries regarding the research please contact me by the 

telephone or email as shown below.

* An Arabic version of the questionnaire is obtainable; please contact me at the address below if 

you would prefer this version.

Yours faithfully 

Munther Alnimer

PhD. Student at University of Wales, Newport (UK)
Tel. in Jordan: 5481331
Tel. in UK: +447765252581
Email: Munther.Alnimer@students.newport.ac.uk
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Part one: General Information 

Section A: 

The questions in this section are about your company's profile. (Please answer all questions)

A.I) In which type of financial sector does your company operate? (Please tick one box only)

I I Banking CH Insurance

f_^| Real estate I I Diversified financial services 

A.2) What is the age of your company (since establishment)? (Please tick one box only)

I I Less than 10 years I I 16-20 years I I More than 25 years 

I I 10-15 years EH 21-25 years 

A3) What is your company net sale growth in percentage? (Please tick one box only)

d] Less than 5% CH 11%-15% CUMore than 20% 

CH 5%-10% EH 16%-20%

A.4) How many different products/ services does your company currently produce? 
(Please tick one box only)

I | 4 products/ services | | 11-20 products/ services | | 41 - 80 products/ services

CH 5-10 products/ services CZI 21-40 products/ service CZ1 More than 80 products/ 

services

A.5) What is the current total number of employees in your company? (Please tick one box only)

Less than 50 employees | | 151-300employees I I More than 450 employees 

50- 150 employees EH 301-450 employees

A.6) Please indicate the number of your employees who work in accounting in your company including yourself 

by filling the space with the number in table below.

Accountants classification Number of employees

Employees with accounting degree
Employees with relevant degrees : such as Business Administration

Employees with irrelevant degrees : such as psychology
Employees with secondary school qualifications or diploma

Other, please specify
Total number of employees in the accounting department
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A.7) Please indicate the number of employees who hold each of the following professional qualifications in 
your company including yourself by filling the space with relevant number in the following table:

Accountants classification
British certified management accountant (CIMA)
American certified management accountant (CMA)
British certified public accountant (ACCA)
American certified public accountant (CPA)
Jordanian certified public accountant (JCPA)
Other, please specify. ..........................
Total number of employees in the accounting department

Number of employees

A.8) According to the information below please determine in which stage of corporate life cycle your company
is in?
(Please tick the appropriate box)

Life cycle stage

Birth

Growth

Maturity

Revival

Decline

The distinct feature of each stage

Small firms, Dominated by owner manager, Informal structure, Highly 
centralized, Considerable innovation, strategy and substantial risk taking.

Medium firms, Multiple shareholders, Some formalization of structure, Functional 
basis of organization, Broadening of product market scope into closely related 
areas, strategy, and rapid growth.
Large firms, Formal, bureaucratic structure, Functional basis of organization, 
Consolidation of product market, strategy, Focus on efficiently supplying a well- 
defined market, and slower growth.
Very large firms, Divisional basis of organization, High differentiation, strategy of 
product market diversification movement into some unrelated markets and high 
risk taking and planning, and rapid growth.
Market size firms, Formal, bureaucratic structure, Mostly functional basis for 
organization, and slower growth.

Please tick

A.9) Please indicate how long you and your employees, in your department, have worked for your company 
(as a percentage of the total staff).

The period Percentage %
Less than 3 years
3-6 years
7-10 years
11 -14 years
More than 14 years
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A. 10) How often does your accounting department attend training workshops which are related to the 
management accounting field per year? (Please tick one box only)

One per year 

Two per year

I I Three per year 

I I Never

I I Other, please specify.

Section B:

The questions in this section are about production and information technologies. (Please answer them all)

B.I.I) Please indicate to what extent your accounting department computerizes accounting transactions: 
(Please tick one box only)

I | Fully computerized 

I I 75% computerized

I I 50% computerized 

25% computerized

I I Less than 25% computerized 

Non-computerized

B.I.2) Please indicate to what extent your accounting department is connected with other departments by a 
network for accounting transactions: (Please tick one box per row)

Department

Within the accounting department
Accounting department and other departments

The extent of network connection
Fully connected Partly connected Not connected

B.I.3) Please rank the following production technologies by most frequent usage in your company? 
(Please tick one box per row)

Production technologies

Just in Time (JIT)
Total Quality (TQ)
Material Requirements Planning (MRP)
Computer Aided Manufacturing (CAM)
Computer Aided Design (CAD)
Other, please specify. ......................

Does your company use this technology?
Never Rarely Sometimes Often Very often

B.I.4) Please rank the following information technologies by most frequent usage in your company: 

(Please tick one box per row)

Information technologies

Management Information Systems (MIS)
Decision Support Systems (DSS)
Expert Systems (ES)
Executive Information Systems (EIS)
Expert Decision Support Systems (EDSS)
Group Decision Support Systems (GDSS)
Other, please specify. ......................

Does your company use this technology?
Never Rarely Sometimes Often Very often
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Part Two: The role of management accounting in the Jordanian financial sector

The questions in this section are about the role of management accounting, type of management 
accounting information, and the skills which are required in the Jordanian financial sector. (Please 
answer them all).

2.1) Is there any specific department called the management accounting department in your company? 
(Please tick one box only)

I I The same department but under different name.

Other, please specify................................................

Yes 

CUNo

2.2) Please rank the importance to your company of each of these types of management accounting information: 
(Please tick one box per row)

Type of information

Detailed management accounting information is available on 
a systematic, regular, short time basis (e.g. weekly or 
monthly)

Detailed management accounting information is available 
immediately upon request

Detailed management accounting information is updated and 
made available on a real time basis

Detailed management accounting information is reported 
direct to the line manager

Not 
important

Moderately 
important

Important

2.3) Please rank the importance to your company the role of management accounting systems: 
(Please tick one box per row)

The role

Cost determination and financial control
Information for management planning and control
Reduction of resource waste in business processes
Creation of value through effective resources use

Not 
important

Moderately 
important

Important

2.4) Please rank the importance of these management accountant skills to your company: 

(Please tick one box per row)

Skill

Accounting knowledge _____
Analytical skills
Business knowledge __________
Written and verbal communication
Ability to work in a team ____________ _______

Not 
important

Moderately 
important

Important
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Part Three: management accounting practices in the Jordanian financial sector

Section A:

The questions in this section are about costing system practices. (Please answer them all)

A.3.1) Please complete the following table by ranking the most frequent usage of each of the costing system 
practices and rank how important they are to your company. (Please tick one box per row)

Costing system

Using a plant-wide 
overhead rate

Separation between 
variable and fixed 
cost

Using department 
overhead rates

Activity based cost 
(ABC)

Target costs

The cost of quality

Learning curve 
techniques

Does your company use this practice?

Never Rarely Sometimes Often Very often

How important is this practice to 
your company?

Not 
important

Moderately 
important Important
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Section B:

The questions in this section are about the budgeting practices. (Please answer them all)

B.3.1) Please complete the following table by ranking the most frequent usage of each of the budgeting practices 
and rank how important they are to your company. (Please tick one box per row)

Budgeting

Budgeting for 
planning

Budgeting for 
controlling costs

Activity based 
budgeting

Budgeting with " 
what if analysis "

Flexible budgeting

Zero -based 
budgeting

Budgeting for long 
term (strategic) 
plans

Does your company use this practice?

Never Rarely Sometimes Often Very often

How important is this practice to 
your company?

Not 
important

Moderately 
important Important
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Section C:

The questions in this section are about the performance evaluation practices. (Please answer them all)

C.3.1) Please complete the following table by ranking the most frequent usage of each of the performance 
evaluation practices and rank how important they are to your company. (Please tick one box per row)

Performance 
evaluation

Financial measures

Non-financial 
measures related to 
customers

Non-financial 
measures related to 
operations and 
innovation
Non-financial 
measures related to 
employees

Economic value 
added or residual 
income

Benchmarks

Does your company use this practice?

Never Rarely Sometimes Often Very often

How important is this practice to 
your company?

Not 
important

Moderately 
important Important
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Section D:

The questions in this section are about the information for decision making practices. (Please answer them 
all).

E.3.1) Please complete the following table by ranking the most frequent usage of each of the information for 
decision making practices and rank how important they are to your company. (Please tick one box per row)

Information for 
Decision Making

Cost- value- profit 
analysis (break- even 
analysis ) for major 
products

Product profitability 
analysis

Customer 
profitability analysis

Stock control models

Evaluation of major 
capital investment 
based on discounted 
cash flow methods
Evaluation of major 
capital investment 
based on payback 
period and /or 
accounting rate of 
return
For the evaluation of 
major capital 
investment , non- 
financial aspects are 
documented and 
reported
Evaluation of the risk 
of major capital 
investment projects 
by using probability 
analysis or computer 
simulation
Performing sensitivity 
"what if analysis " 
when evaluating 
major capital 
investment projects
Calculation and use 
of cost of capital in 
discounting cash flow 
for major capital 
investment evaluation

Does your company use this practice?

Never Rarely Sometimes Often Very often

How important is this practice to 
your company?

Not 
important

Moderately 
important Important
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Section E:

The questions in this section are about strategic analysis practices. (Please answer them all)

D.3.1) Please complete the following table by ranking the most frequent usage of each of the strategic analysis 
practices and rank how important they are to your company. (Please tick one box per row)

Strategic analysis

Long-range 
forecasting

Shareholder value

Industry analysis

Analysis of 
competitive position

Value chain analysis

Product life cycle 
analysis

The possibilities of 
integration with 
suppliers' and / or 
customers' value 
chains
Analysis of 
competitors' 
strengths and 
weaknesses

Does your company use this practice?

Never Rarely Sometimes Often Very often

How important is this practice to 
your company?

Not 
important

Moderately 
important Important
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Part Four: The sophistication of management accounting practices in the Jordanian
financial sector

4.1) Please rank each of the following in terms of there importance in influencing the sophistication of 
management accounting in the Jordanian financial sector? (Please tick one box per row)

Type of information

Government regulation
Top management support
Language
Culture
Consultants advice
Globalization
Increase the market competition
Lack of financial resources
Other, please specify. ...............................................

Not 
important

Moderately 
important Important

4.2) If you wish to make any other comments which you believe to be important regarding the sophistication of 
management accounting practices in the Jordanian financial sector research, please do so below:

4.3) Would you like to receive a copy of the research results?

f~l Yes

I I No 

If yes, please write your address below:

4.4) Would you like to participate in future research and interview? 

CH Yes

CU No

ufor your participation and cooperation in completing this questionnaire

*Ifyou have questions regarding this study you may contact Munther Alnimer at +44 (0)7765252581, 
email Munther. Alnimer(a).students.newport.ac.uk.
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Appendix No.2 Find out the mean of each of these stages to all respondent companies

No
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56

Stage one
3.4
4.2
4

4.2
4

2.8
3.8
3.4
3.4
3.6
4.6
4.2
3.8
2.8
3.2
4.2
3.6
4.2
4

4.4
4.4

3.8
4.8
2.8
2.4
2.2
4
4
4

3.8
2.4
3.8
3.2
2.4
4.2
5

3.6
4.6
3.8
3

4.8
2.4
4.2
3.2
3.8
4

3.2
1.2
2.8
2.8
2.2
2

3.8
4.2
3

3.8

Stage two
3.42
4.42
3.83
4.33

4
3

3.75
2.58
3.75
3.67
4.58

4
3.5
3

2.42
4.33
3.5
3.75
3.75
4.25
3.75

4
5

3.08
2.33
1.92
3.08
3.08
3.5
3.08
2.83
3.75
2.58
2.5

3.42
4.92

4
4.17
3.75
3.08
4.08
1.67
4.42

3
2.67
3.75

3
1.25
2.92
2.17
3.25
3.25
3.5
3.17
2.17
3.33

Stage three
2.86
3.86

3
3.43
2.86
1.71
2.71
2.29
2.71
3.14
3.43
3.43
2.71
1.71

1
2.43
2.43
2.57
2.71
4.14
1.57
3.29
4.29
1.86
3.14
1.29
1.57

2
2
2

1.29
2.71
1.57
2.86
2.57
2.29
2.71
2.14

2
2.71
2.71
1.43
3.43
2.57
1.86
2.43
2.57

1
1.71
1.29

1
1.29
1.57
2.29

1
1.71

Stage four
3

4.57
3.57
4.21
3.36
2.79
2.64
2.14
3.07
3.07
3.93
3.5
3.64
2.79
2.57
2.57
3.36
2.29

3
2.57
1.64

3
3.71
2.5
2.07
1.93
1.86

2
2.14
2.21
1.93
2.79
1.93
2.07
2.21
2.5
2.64
2.5

2.71
2.36
2.93
2.14
2.5
2.29
1.79

3
2.64
1.29
1.57
2.07
1.71
2.07

2
2.36
1.21
1.64
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Appendix N0.2 (Continued)
57
58
59
60
61
62
63
64

3.6
3.8
4

4.4
4.2
4.6
2.6
2.2

2.67
3.75

3
4.17
3.83
4.17
1.5
2.5

1.57
2.43
2.43

3
2.43
2.71

1
1.86

1.36
2.36
2.14
2.36
2.07
2.21
1.21
1.79

Appendix No.3: Label each respondent company according to the IF AC characteristics

NO.
3
7
8
11
12
13
15
17
18
19
20
21
26
27
28
29
30
32
33
35
36
38
39
41
42
44
45
46
47
50
53
54
55
56
57
58
59
60
61
62
63

1
4

Stage one
4

3.8
3.4
4.6
4.2
3.8
3.2
3.6
4.2
4

4.4
4.4
2.2
4
4
4

3.8
3.8
3.2
4.2
5

4.6
3.8
4.8
2.4
3.2
3.8
4

3.2
2.8
3.8
4.2
3

3.8
3.6
3.8
4

4.4
4.2
4.6
2.6
3.4
4.2

Stage two
3.83
3.75
2.58
4.58

4
3.5
2.42
3.5

3.75
3.75
4.25
3.75
1.92
3.08
3.08
3.5

3.08
3.75
2.58
3.42
4.92
4.17
3.75
4.08
1.67

3
2.67
3.75

3
2.17
3.5

3.17
2.17
3.33
2.67
3.75

3
4.17
3.83
4.17
1.5

3.42
4.33

Stage three
3

2.71
2.29
3.43
3.43
2.71

1
2.43
2.57
2.71
4.14
1.57
1.29
1.57

2
2
2

2.71
1.57
2.57
2.29
2.14

2
2.71
1.43
2.57
1.86
2.43
2.57
1.29
1.57
2.29

1
1.71
1.57
2.43
2.43

3
2.43
2.71

1
2.86
3.43

Stage four
3.57
2.64
2.14
3.93
3.5

3.64
2.57
3.36
2.29

3
2.57
1.64
1.93
1.86

2
2.14
2.21
2.79
1.93
2.21
2.5
2.5
2.71
2.93
2.14
2.29
1.79

3
2.64
2.07

2

2.36
1.21
1.64
1.36
2.36
2.14
2.36
2.07
2.21
1.21

3
4.21

Labeling
Stage one
Stage one
Stage one
Stage one
Stage one
Stage one
Stage one
Stage one
Stage one
Stage one
Stage one
Stage one
Stage one
Stage one
Stage one
Stage one
Stage one
Stage one
Stage one
Stage one
Stage one
Stage one
Stage one
Stage one
Stage one
Stage one
Stage one
Stage one
Stage one
Stage one
Stage one
Stage one
Stage one
Stage one
Stage one

Stage one
Stage one
Stage one
Stage one
Stage one
Stage one
Stage two
Stage two
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Appendix N0.3 (Continued)
5
6
9
10
14
16
22
23
24
31
37
40
43
49
51
52
64
25
34
2

48

4
2.8
3.4
3.6
2.8
4.2
3.8
4.8
2.8
2.4
3.6

3
4.2
2.8
2.2
2

2.2
2.4

2.4
4.2
1.2

4
3

3.75
3.67

3
4J3

4
5

3.08
2.83

4
3.08
4.42
2.92
3.25
3.25
2.5
2J3
2.5

4.42
1.25

2.86
1.71
2.71
3.14
1.71
2.43
3.29
4.29
1.86
1.29
2.71

2.71
3.43
1.71

1
1.29
1.86
3.14
2.86
3.86

1

3.36
2.79
3.07
3.07
2.79
2.57

3
3.71
2.5
1.93
2.64
2.36
2.5
1.57
1.71
2.07
1.79
2.07
2.07
4.57
1.29

Stage two
Stage two
Stage two
Stage two
Stage two
Stage two

Stage two
Stage two
Stage two
Stage two
Stage two
Stage two
Stage two
Stage two
Stage two
Stage two
Stage two

Stage three
Stage three
Stage four
Stage four
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