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1. Introduction

lot of studies have been con-

ducted to determine why there
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NANCIAL SECTOR

Abstract

The research aims to provide a view of the present role of
management accounting, to identify the extent of usage
of M APs and finally to determine the sophistication level
of MAPs by employing International Federation of Ac-
countants model (IFAC) in the Jordanian financial sec-
tor, and finally to investigate the effect of the contingent
variables upon both the extent of usage and the sophisti-
cation level of MAPs. The research reveals that tradi-
tional practices are still widespread and highly used, and
that there is a diversity of practices used in the financial
sector context. The research indicates that the majority
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 IFAC 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.

2005; Chenhall, 2003; Anderson and
Lanen, 1999), and others.

are differences between organizations
in terms of using management ac-
counting systems and the adoption
of Management Accounting Practices
(MAPs). (Waweru et al., 2005; Silvola,
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According to Haldma and Laats
(2002), the contingency approach
used in management accounting stu-
dies is based on the premise that there
is no universally appropriate account-
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ing system applying equally to all
organizations in all circumstances.
Which means the particular features
of an appropriate accounting system
will depend upon the specific circum-
stances in which an organization finds
itself. The study classified the contin-
gent factors into external circum-
stances and internal factors.

Thus, the contingency theory must
identify specific aspects of an account-
ing system which are associated with
certain defined circumstances and de-
monstrates appropriate matching (Ot-
ley, 1980).

Forinstance, Anderson and Lanen
(1999) attempted to explore the evolu-
tion of a broad range of MAPs by
using the contingency theory frame-
work, the study considered two con-
tingencies that have been related to
MAPs, competitive strategies and in-
ternational orientation, which have
most influenced the evolution of man-
agement accounting.

Another study revealed that the
intensity of market competition and
the application of computer aided
manufacturing processes have great
associations with multiple perfor-
mance measures by using the contin-
gency approach. (Hoque, Mia, 2001).

In the same perspective Waweru et
al. (2005) explored the process of
management accounting change by
using the contingency theory to ex-

plain the predictors of management
accounting change by examining five
variables (competition, decentraliza-
tion, technology, size, and capacity to
learn). The most noteworthy finding
of the study was that there was a high
correlation between management ac-
counting change and decentralization,
size and organizational capacity to
learn. The study revealed that the
main factors which hinder a change
in management accounting were fear
of change and lack of competing
resource.

According to Hoque and Mia
(2001) the most convenient theory that
has been applied, to identify the effect
of elements upon the adoption MAPs
and using management accounting sys-
tems was the contingency theory.

According to the preceding litera-
ture, the current research concludes
that most of the studies which exam-
ined contingency theory on the man-
agement accounting discipline were
devoted to common contingency fac-
tors (e.g., technology, size, structure,
strategy and national culture, organi-
zational capacity to learn, external
environment and competitors) and
utilized itin order to examine the effect
of these contingent variables upon the
usage of MAPs, (Waweru et al., 2005;
Chenhall, 2003; Haldma and Laats,
2002; Hoque, Mia, 2001; and Ander-
son and Lanen, 1999)
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The majority of developed coun-
tries have studied management ac-
counting practices in order to aid
their understanding of management
accounting and demonstrating re-
search in management accounting
practices within those countries. For
example, (Wu and Drury, 2007; Abdel-
Kader and Luther, 2006; Hyvonen,
2005; Szychta, 2002; Lamminmaki,
Drury, 2001 Hopper, 1999).

There are a limited number of
studies focusing on management ac-
counting practices in developing
countries, (Kattan, Pike et al., 2007,
Triest and Elshahat, 2007; Ismail,
2007; Waweru et al., 2005; Sulaiman
et al, 2004; Billings, Capie, 2004; Lin;
Yu, 2002; Adelegan, 2000). Therefore,
its worthwhile to investigate manage-
ment accounting practices in Jordan
in order to fill this shortage of studies.
In Jordan particularly, 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.

Therefore, the current research
concentrates on the modern and the
most convenient contingency vari-
ables to the Jordanian environment,

in order to examine the effect of these
variables upon both the extent of
usage and the level of sophistication
of MAPs in the Jordanian financial
sector, namely: company size, sophis-
tication level of operations, profes-
sional competence, technology, life
cycle stages, and finally business type.

2. Literature Review and Devel-
op Research Hypotheses.

2.1 Organization Size

Organization size is considered to
be one of the variables that have been
examined as a contingent variable in
many disciplines, and in terms of the
management accounting field particu-
larly, it is considered to be one of the
most vital variables which influence
management accounting information
and practices in many terms. Accord-
ing to Chenhall (2003) one of the main
elements which were indicated as a
contingent variable and has a major
effect on management accounting is
organization size. Waweru et al.
(2005) concluded that organization
size was one of the major variables
which influence management ac-
counting change, as well as decentra-
lization, and the organizational
capacity to learn variables in a study
which aimed to investigate predictors
of management accounting change in
South Africa.
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In terms of the adoption, benefits,
and the future emphasis of the appli-
cation of MAPs, Joshi (2001) in his
study supported the view that size has
a major influence in determining the
adoption of newly developed MAPs
and the other reasons for low adop-
tion are the conservative attitude of
Indian management and long term
orientation.

Cinquini and Tenucci (2006) ap-
plied the contingency theory by using
an internet survey on Italian compa-
nies in order to appraise the frequency
of strategic MAPs adoption. The
study found that organization size
and competitive strategy as contin-
gency variables influenced the adop-
tion of strategic MAPs.

According to Abdel-Kader and
Luther (2008) in a study which exam-
ined the impact of firm characteristics
upon the sophistication level of man-
agement accounting, the study re-
vealed that organization size is one
of the main contingent variables
which influence the sophistication le-
vel of MAPs in the UK.

In order to find out the main
factors which influence the sophistica-
tion level of costing systems, a study
carried out by Al-Omiri and Drury
(2007) in UK organizations from dif-
ferent sectors using a postal question-
naire, indicated that organization size,
intensity of the competitive environ-
ment, extent of the use of production

technologies and the type of business
sector are positively associated with
levels of cost system sophistication.

Based on the above discussions and
the literature, the organization size is a
worthwhile variable to be examined,
particularly in terms of the adoption of
sophisticated MAPs, in addition, this
variable is applicable in the Jordanian
business environment due to the vari-
ety of size among companies in the
financial sector. Consequently, the cur-
rent research will examine the organi-
zation size variable in order to find out
the effect of this variable upon both the
extent of usage and the sophistication
level of MAPs in the Jordanian finan-
cial sector.

In this context the study addresses
the research question in terms of
organization size as:

What is the effect of organization size
on adoption of more sophisticated
MAPs?

2.2 Sophistication Level of Operations

Many researchers have examined the
effect of diversity of productions that
companies produced upon the company
performance, the employees productiv-
ity, and other variables. However, in
terms of the management accounting
discipline there are not many researchers
who examine the diversity of produc-
tions and associate it with management
accounting research.
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The concept of the sophisticated
level of operations which is used in the
current study refers to the number of
products or services that the company
produces or provides to their custo-
mers, whereas the more products pro-
duced, the higher the need fora  so-
phisticated operation.

Fry et al. (1995) indicated that
production volume, product variety,
and/or cost structure are vital ele-
ments with which the management
accounting systems have to be con-
cerned and respond to any change in
these variables; otherwise the manage-
ment accounting information will not
be valuable nor reliable.

According to Ittner et al. (1997) in
his study which examined the perfor-
mance of activity based costing, the
study pointed out that the increase in
costing usage due to the increased unit
and product-sustaining activities had
a tendancy to be offset by revenue
increases from higher sales volumes
and greater product variety. Chenhall
(2003) in his study asserted the sig-
nificant role of complexity of produc-
tion in determining the type of MAPs,
as he argued that the complexity of the
production function and production
process have an effect on determining
which type of costing system has been
used. Similar findings were provided
by a study which was carried out by
(Haldma and Laats, 2002) which

placed emphasis on the important
impact of production complexity on
MAPs since the study indicated that
each production requires different
procedures, as this in turn influences
the type of costing to be used.

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 MAPs.
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 MAPs 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 on the adoption of
more sophisticated M APs?

2.3 Professional Competence

A lot of studies have indicated the
momentous role that professional
competence plays as a fundamental
basis to deal with practical life and to
support the practitioners capability to
adequately deal with real life, and to
change it. The professional compe-
tence in the current research referred
to the education, training courses, and
professional skills.
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The last decade has had a lot of
technological changes which have ac-
crued; as a result there has been a
significant change in most of the disci-
plines, with management accounting
being one of them. (Burns et al., 2004).
Therefore to accommodate these chal-
lenges, the role of education and learning
in management accounting appear to be
significant to pursue its role in assisting
management to achieve its goals in the
environment, and information is a vital
resource (Woodbine, 2007).

Rezaee et al. (1995) indicated the
significant role of management ac-
counting education to lead the change
from traditional to new MAPs.

Burns, et al. (2004) in a study
which discussed the changes that oc-
curred in management accounting in
the UK, claimed that the industry
must look at greater sustained invol-
vement in higher education and they
suggested reforms of topics covered in
syllabuses and quality systems in edu-
cation. Cooper (2006) stressed the
changes in the purpose of the manage-
ment accountant reflected and raised
the breadth and diversity of knowl-
edge needs for management account-
ing. Another reason indicated by
(Maher, 2000) highlighted that the
approach of teaching management
accounting can increase the value of
our students and alleviate possible
declines in enrolment.

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 appli-
cation of IT rather than on traditional
computer science. Yeung and Arm-
strong (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 educational
attainment on the learning and adop-
tion processes of TQM, and added
that in order to achieve better levels of
adoption, companies are required to
promote staff development and at the
same time, there must be training and
coaching on the sharing and utiliza-
tion of information. Haldma and
Laats (2002) indicated that the legal
accounting environment and the
shortage of qualified accountants
have influenced the status of MAPs.
Sulaiman, ef al. (2004) pointed out
that the lack of awareness of new
techniques, and the lack of expertise
and a shortage of qualifications in
management accounting affected the
lack of adoption of the new techni-
ques.

To sum up, there is a strong argu-
ment in terms of the effect of profes-
sional competence on MAPs,
particularly in terms of the adoption of
sophisticated MAPs. Therefore, the cur-
rent research will examine this critical
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element and apply it to explain and to
investigate its effect on both the extent of
usage and the adoption sophistication of
MAPs in the Jordanian financial sector.

In this context the study addresses
the research question in terms of
professional competence as:

What is the effect of professional com-
petence on the adoption of more sophis-
ticated M APs?

2.4 Organization Life Cycle

The earlier researchers indicated
the different characteristics of firms
across the life cycle, (Miller, Friesen,
1984) with 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 attri-
butes (strategy, situation, structure,
and decision making). The study in-
dicated that the corporate life cycle
disclosed that there were five common
stages: birth, growth, maturity, revi-
val and decline. Each stage would
manifest integral complementarities
among variables of environment strat-
egy, situation, structure, and decision
making.

Therefore, the current research
concludes from this study the distinct
features of each phase of the life cycle
on organizations and the difference
between them by how they go through
these phases. Thus this conclusion will

aid the research 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 so-
phisticated MAPs, and those which
have an association recently made
between management accounting stu-
dies and the corporate life cycle con-
cept. (Silvola, 2005).

Previous studies in the life cycle
had the same consensus that each
stage across the life cycle has different
characteristics and attitudes, there-
fore the challenge for management
accounting is to ensure that informa-
tion is relevant, accurate and timely,
by being adaptable to the varying
management needs across life cycle
stages (Moores and Yuen, 2001) and
they indicated that the life cycle per-
spective has rarely been applied in
management accounting research,
which we can assert with this fact by
the limited studies which examine the
relationship between life cycle element
and management accounting studies.

Moores and Yuen (2001) at-
tempted to explore whether manage-
ment accounting systems (MAS)
differ across stages of the organiza-
tional life cycle, by using Miller and
Friesens five stage life cycle model.
The study revealed that MAS attri-
butes differed as a firm transited from
one stage to the next. In particular,
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growth dominates other stages in
creating a need for formal MAS de-
sign, the selection of management
accounting tools is far more impor-
tant than presentation of information
in varying levels of MAS formality at
each life cycle stage, the result also
implied that MAS were able to facil-
itate firms pursuing their respective
strategies, and the study provided
evidence of how firms adapted to their
growth and development, and re-
vealed that firms tended to formalize
their MAS as they changed their com-
petitive advantages or when their ac-
tivities and structures became more
complex. Another aspect of the study
indicated the sensitive reaction of the
management accounting system to the
changes which occurred in the firms
and its development and adapting the
system to be convenient and adequate
to the features of each phase and
support of each phase by useful and
relevant information to aid the com-
pany to achieve its strategies.

Another study has been conducted
by Auzair and Langfield-Smith (2005)
to investigate the influence of several
contingent variables on the design of
management accounting control
(MCS) in service organizations by
applying the life cycle perspective.
The survey was administered to 1000
financial controllers of service organi-
zations operating in Australia. The
most notable findings of the study

indicated 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.
It added a strong argument about the
use of the corporate life cycle by
revealing that this particular opera-
tion 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 aresult of the new interest of the
life cycle perspective in management
accounting discipline, a study was car-
ried out by Silvola (2005) to investigate
MAPs of Finnish firms from the con-
tingency perspective, focusing on the
organizational 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 conducted
through distributing a questionnaire
to 500 Finnish firms in Finland. The
survey indicated that growth firms
dominate other stages when adapting
new MAPs and those practices become
more common when the firms move on
along the life cycle. In particular, the
need for MAPs is emphasized in
growth firms which have venture capi-
tal investors. In addition, the results
indicated that CEO education is an
important factor for driving the adop-
tion of new MAPs.
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In the same context Cassia et al.
(2005) investigated whether organiza-
tion configurations and management
accounting systems change simulta-
neously by using the original applica-
tion of the fuzzy logic methodology.
The study analyzed the level of devel-
opment and implementation of man-
agement accounting systems and the
organizational 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 organizational con-
figurations and management account-
ing systems relevance. In particular,
the study indicated those companies
with somewhat evolved management
accounting systems, and a simple or-
ganizational structure, might be in the
middle of a transition to more com-
plex organizational solutions.

A study carried out by Kallunki
and Silvola (2007) to examine the
effect of the organizational 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-categorization vari-
able to measure the life cycle stage of
the firm, and revealed that the char-
acteristics of the firm affecting the use
of advanced cost-accounting systems,
differ across life cycle phases as re-
ported in the life cycle, and firms in

the maturity and revival phases have
a greater organizational size, lower
profitability, a more diversified pro-
duct/service range and have more
often achieved a stock market listing
as opposed to firms in the growth
phase. Furthermore, the study indi-
cated 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
firm size and other relevant control
variables.

According to the literature review
of the life cycle and its adoption in the
management accounting discipline,
research reveals that a firms life cycle
stage is a contingency to which orga-
nizational responses have to be
matched (Miller, Friesen 1984). This
implies that the use of management
accounting systems differs across the
stages of the organizational life cycle
as different systems are needed in
different stages. In other words, orga-
nizational life cycle theories suggest
that the characteristics of an organi-
zation changes according to the life
cycle stages (Silvola, 2005; Moores
andYuen, 2001; and Miller and Frie-
sen, 1984).

To this end, and according to the
literature review above, the study will
attempt to address this question in
terms of the organization life cycle
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perspective and its association with
the degree of sophistication of MAPs:

Do the developments of the Jordanian
companies through the life cycle stages
influence the adoption of more sophis-
ticated M APs?

2.5 Business Type

The Jordanian financial sector
consists of four sub-sectors, each of
them carrying out different activities
namely; banking, insurance, diversi-
fied financial services and real estate
(Ministry of Industry and Trade,
2007), therefore, it would be worth-
while to examine if there is any sig-
nificant difference between them in
terms of the status of MAPs, and the
sophistication level of MAPs. More-
over, major attention has been given
to the manufacturing sector compared
with the financial service sector; for
that reason it is a sector worth inves-
tigating, (Davila and Wouters, 2006;
Sulaiman, et al., 2004; Moores an-
dYuen, 2001; Moores andYuen, 2001
and Adelegan, 2000).

A few studies have examined the
business type on the management
accounting field. However, almost all
research has examined management
accounting in one sector, thus the
current research will utilize the busi-
ness type as a contingent variable.
Drury and Pettifer (1993) attempted
to describe the scope of implementing
MAPs in building societies. The study

claimed that most of the researchers
concentrated their researches to the
manufacturing sector with respect to
MAPs, compared with the financial
service sector.

A study carried out by Ismail (2007)
attempted to examine the performance
measures within private sector compa-
nies in Egypt. The study examined 150
companies from several sectors namely;
service, industrial, real state, and others
by using questionnaires. The study
revealed no significant difference across
sectors in the use of performance eva-
luation measures

The extent of activity-based cost
management practices adoption in the
service sector has not been found
significantly different from that in
the manufacturing sector. This was
based on a conclusion from a study
carried by Anand, et al. (2004) in order
to examine the adoption of activity-
based cost management practices in
the Indian industry. The studys hy-
potheses were built on the assumption
that there is a different rate of adop-
tion among differing sectors.

Al-Omiri and Drury (2007) in their
study indicated that the sophistication
level of cost systems are positively
associated with several factors, mainly;
the type of business or sector, the
importance of cost information, ex-
tent of use of other innovative man-
agement accounting techniques,
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intensity of the competitive environ-
ment, size, and finally the extent of the
use of JIT/lean production techni-
ques. In addition, the study high-
lighted that the financial sector is the
most sophisticated sector in terms of
using costing systems.

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 le-
vel of MAPs, particularly in the Jor-
danian financial sector as this sector
contains four different sub-sectors;
each of them having distinct features
from the other. Therefore, the current
research will examine the effect of
business type upon MAPs, particu-
larly adopting sophisticated practices
in the Jordanian financial sector.

In this respect the research will
address the question as:

What is the effect of business type in
adopting more sophisticated M APs?

3. Research Design

3.1 Measurement of MAPs for both
extent of usage and sophistication level

MAPs will be classified through
the current research in five categories;
the costing system, budgeting, perfor-
mance evaluation, decision making
and strategic analysis, (Abdel-Kader
and Luther, 2006). This includes (38)

practices which the current research
will cover, including MAPs both tra-
ditional and contemporary, which will
provide a significant contribution and
be more objective and convenient
when applying the (IFAC) model
which is based on classifying the evo-
lution of management accounting and
the characteristics of each stage of its
evolution (International Federation
of Accountants (IFAC) 1998).

In consistency with the objectives
of the research and according to the
previous studies which have been car-
ried out to examine MAPs (Abdel-
Kader and Luther, 2006; Forde et al.,
2005; Alkizza and Akbar, 2005; Ade-
legan, 2000; and Chenhall and Lang-
field-Smith, 1998), the current
research asks the respondents to an-
swer the following questions: firstly;
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 cate-
gories they belong, based on a five-
point Likert scale. Secondly; the im-
portance of each practice to discover
the tendency to adopt each of them
and how important it is for the plan-
ning of the future in terms of adopting
the practices based on a three-point
Likert scale.

In terms of applying the IFAC
model, it does not provide illustra-
tions of precise MAPs which are asso-
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ciated with the particular stages of the
evolution of management accounting.
The IFAC model was recently
adopted by (Abdel-Kader and Luther,
2006) who attempted to implement
the IFAC model and associated the
(38) MAPs to each stage of the evolu-
tion of management accounting ac-
cording to the IFAC. Accordingly, the
current research has implemented the
IFAC model to investigate the level of
sophistication of management ac-
counting and follow the (Abdel-Ka-
der and Luther, 2006) classification of
MAPs through the IFAC model for
the reason that it is based on reason-
able criteria to determine each stage of
the evolution of management ac-
counting.

3.2 Research Hypotheses and Contin-
gency Variables Measurement

3.2.1 Organization Size

The organization size was mea-
sured by asking the respondents three
questions to determine; age of the
company since establishment, net sale
growth, and number of employees in
the respondent companies, (Al-Omiri
and Drury, 2007; Waweru et al., 2005;
Chenbhall, 2003; Joshi, 2001).

H1: There is a positive association
between the age of the company
and both the extent of usage and
the sophistication level of MAPs
in the Jordanian financial sector.

H2: There is a positive association
between the net sale growth and
both the extent of usage and the
sophistication level of MAPs in
the Jordanian financial sector.

H3: There is a positive association
between the number of employ-
ees of the company and both the
extent of usage and the sophisti-
cation level of MAPs in the Jor-
danian financial sector.

3.2.2 Sophistication of Operations

The sophistication of operations
was measured by asking the respon-
dents to determine the number of
products or services which the com-
pany produces, (Kallunki and Silvola,
2007;; Chenhall, 2003; Haldma and
Laats, 2002; and Ittner, Larcker et
al.,1997).

H4: There is a positive association
between the sophistication level
of operations and both the extent
of usage and the sophistication
level of MAPs in the Jordanian
financial sector.

3.2.3 Professional Competence

The research measured the effect of
professional competence upon the le-
vel of sophistication of MAPs in the
Jordanian financial sector by asking
questions to determine the acquisition
of academic qualifications and profes-
sional certificates by listing the num-
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ber of academic quantifications and
professional certificates and asked the
respondents to determine the number
of employees including himself having
possession of quantifications and cer-
tificates. Finally, the respondents were
asked to determine the number of
training courses that the staff attended
per year.

HS: There is a positive association
between the training courses at-
tendance and both the extent of
usage and the sophistication level
of MAPs in the Jordanian finan-
cial sector.

H6: There is a positive association
between the number of academic
degrees and both the extent of
usage and the sophistication level
of MAPs in the Jordanian finan-
cial sector.

H7: There is a positive association
between the number of profes-
sional certificates and both the
extent of usage and the sophisti-
cation level of MAPs in the Jor-
danian financial sector.

3.2.4 Organization Life Cycle

The research asked questions in
terms of each of these configurations
to determine in which stage each of the
respondent firmsislocated by utilizing
the following instruments:

- Using the self categorization mea-
sure as some of the studies did, in
order to identify in which stage the
respondent company is located
(Kallunki and Silvola, 2007 and
Auzair and Langfield-Smith,
2005), by asking the respondents
to identify their current life cycle
stage.

- Using the age of the company
(determined through number of
years since establishment) and size
of the company (determined
through number of employees)
(Moores and Yuen, 2001 and
Miller and Friesen, 1984), in order
to validate and ascertain that the
self categorisation which each of
respondents answered, match and
are consistent with the classifica-
tion that Miller and Friesen em-
ployed.

The research appended at the be-
ginning of each stage a brief of the
main distinct configuration of each
stage (form of the structure, strategy,
decision making style and leadership
style), in order to assist the respondent
to identify the correct stage in which
they are located.

HS8: There is a positive association
between the development of or-
ganization life cycle and both the
extent of usage and the sophisti-
cation level of MAPs in the Jor-
danian financial sector.
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3.2.5 Business Type

According to the literature review,
each of these sub-sectors differs from
the other in many terms such as net
sale growth, age, contribution of the
domestic economy, and the type of
products and services that they pro-
duce, which gives more motivation to
examine the difference between these
sub-sectors in terms of the level of
sophistication of management ac-
counting. Therefore, the current re-
search measured the business type by
asking the respondents to determine
which of the four sub-sectors their
companies belong to in order to iden-
tify each respondent companys® type
to facilitate comparing the different
level of MAPs adoption among the
sub-sectors.

H9: There is a positive association
between the business type and
both the extent of usage and the
sophistication level of MAPs in
the Jordanian financial sector.

4. Research Methodology

The research utilized a self admin-
istration questionnaire in order to
identify the current status of MAPs in
the Jordanian financial sector, how-
ever, the questionnaire method has
been used in many management ac-
counting studies, for instance; (Cinqui-
ni and Tenucci, 2006; Silvola, 2005;
Hutaibat, 2005; Chenhall, 2003; Hald-

ma and Laats, 2002; Moores and Yuen,
2001; Chenhall and Langfield-Smith,
1998; Clarke, 1992).

The questionnaire was utilized in
order to discover the characteristics of
the Jordanian financial sector. The
questionnaire contains two parts; the
first part was designed to obtain in-
formation regarding the companies
characteristics. This section is a cus-
tomary practice in most questionnaire
surveys (for instance, (Davila and
Wouters, 2006; Hutaibat, 2005 and
Cassia et al., 2005). The second part
focused on MAPs particularly in the
Jordanian financial sector; therefore
this part consisted of five sections
mainly: 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; Kowalak, 2007; Adelegan,
2000;Chan ez al., 1997;) and others.

The questionnaire was piloted on a
sample containing (8) companies and
in consultation with academic specia-
lists in MAPs. (95) Questionnaires
were distributed to the head of finan-
cial accounting of each company. (64)
Questionnaires were accredited and
valid to analyse which gave a (67.3%)
response rate. The table below illus-
trates the response rate configuration
according to the sub-sectors.
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Table 1
Response Rate Configuration According the Sub-sectors
Sectors Banking Insurance Diversified Financial Real Estate  Total
Seryv.

Total number of companies 15 29 27 33 104
Refused to participate (0) 3) 2) 4 9)
Distributed questionnaires 15 26 25 29 95
Returned questionnaires 14 17 17 16 64
Response rate for each sector ~ 93.3 % 65.4 % 68 % 552 % 67.3%

The Cronbach Alpha test was used
in order to test reliability and internal
consistency of the questionnaire. Ac-
cordingly, the internal consistent of
the whole questionnaire was exam-
ined and revealed (0.6496) which is
considered as an acceptable internal
consistent.

5. Research Findings

5.1 Demographic Data

The respondents were classified
according to their business type into
four main types giving the following

percentages as shown in the figure
below.

The results indicate 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.

The results indicate that almost
half of the companies in the sample
produce/provide less than 10 pro-
ducts/services by 40.6% and 84.4%
from the respondent companies pro-
duce/provide less than 20 products/
services. These figures give an obvious

Real Estate
25%

Diversified

Financial Serv.
27%

Banking
22%

Insurance
26%

Figure 1: Business type classification
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indictor to the simplicity of operations
which the Jordanian financial sector
has produced /provided to their cus-
tomers.

The number of employees question
shows that 54.7% of the respondents
answered that they had less than 50
employees, and 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.

In terms of life cycle stages, 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 ques-
tions which revealed that the Jorda-
nian financial sector is a youth sector
and the results of this question con-
firm this conclusion. For more illus-
tration see the figure below.

In addition, the research classified
the sub-sectors according to the life
cycle stages model, thus, the result
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 compa-
nies 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% respec-
tively. Finally, almost all of the real
estate companies have been located in
the first stage with 75%.

To sum up, the results from these
questions gave an indicator to the
newly formed companies which 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 which the

Revival 6.3%

Maturity
26.6%

Birth 26.6%

wth
40.6%

Figure 2: Classification of companies cross life cycle stages
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Jordanian financial sector has pro-
duced /provided to their customers
since 84.4% from the respondent
companies produce/provide less than
20 products/services.

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; more-
over the banking sub-sector is the
oldest sector in terms of the life cycle
stages, the insurance sector came sec-
ond in terms of the life cycle stages,
then the diversity financial services
sector, finally the real estate sector.

5.2 Sophistication level of MAPs in
the Jordanian financial sector

In order to identify the sophistica-
tion level of management accounting
according to the IFAC model, the
research followed (Abdel-Kader and
Luther, 2006), whereas the identifica-
tion aim was carried out through
several steps, starting with determin-
ing the characteristics of each of the
IFAC model stages, 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 which are used in each
of these companies. Followed by la-
belling each respondent company ac-
cording to the IFAC characteristics,
where the companies matched the
practices which belong to the first

stage, they were labelled to the first
stage and measured with this criterion
against all of the companies.

For instance, the company which
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 using the same
method.

Accordingly, the research found
that almost all of the sample popula-
tion 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.

According to these figures, the
research concluded that the Jordanian
financial sector is dependent on the
traditional MAPs and almost all of the
whole sample population are imple-
menting MAPs which provided infor-
mation for cost determination and
financial control and information for
management planning and control. In
other words, the traditional MAPs are
still widespread and highly used in the
Jordanian financial sector and are
rarely using the more sophisticated
or advanced MAPs, for more infor-
mation see the table and figure below.
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Table 2
Classification of the Jordanian Financial Sector Based on the IFAC Model

Stage IFAC model stages Frequency  Percentage
One Cost determination and financial control 41 64.1%
Two Information for management planning and control 19 29.7%
Three Reduction of resource waste in business processes 2 3.1%
Four Creation of value through effective resource use 2 3.1%
Total 64 100%

Based on the information regard-
ing the importance of each of the
MAPs, the research repeated the same
steps to find the location of MAPs in
the Jordanian financial sector accord-
ing to the IFAC model stages. There-
fore, as shown in the table 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 analy-
sis 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%.

Interestingly, stage three and stage
four according to the previous analy-
sis 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 which, once again
they considered as more sophisticated
levels by 17.4% and 15.6%.

To sum up, this analysis indicated
that in the future phase there would be
an improvement in terms of the adop-
tion of more sophisticated or advance
MAPs in the Jordanian financial sec-
tor which provide information regard-
ing reduction of resource waste in
business processes and for the creation
of value through effective resource
use. See the table below for more
illustration.

Stage three 3.10%

Stage two 29.70%

Stage four 3.10%

ne 64.10%

Figure 3: The Jordanian financial sector based on the IFAC Model
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Table 3
The IFAC Model and the Importance of MAPs
Stage IFAC stages Frequency  percentage
One Cost determination and financial control 25 39%
Two Information for management planning and control 18 28%
Three Reduction of resource waste in business processes 11 17.4%
Four Creation of value through effective resource use 10 15.6%
Total 64 100%

It is worthwhile examining the
classification of the IFAC model
stages a cross the life cycle stages, as
shown in the analysis of section two,
that the 64 companies are divided into
four life cycle stages, and according to
the tables below the research revealed
several results. First, the birth life
cycle stage companies are almost lo-
cated in stage one and two, based on
the IFAC model by 94% which is a
reasonable conclusion as the birth life
cycle stage is characterized to be less
sophisticated in terms of operation
and less information is needed, and
the emphasis is placed on cost deter-
mination and financial control and
information for management plan-
ning 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 the first

of the IFAC stage into the second
stage with a small move into the third
stage since stage one occurred 47%,
stage two reported with 47%, and
finally stage three with 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 re-
vealed that the adoption of MAPs
move from stage one of the IFAC
model into the following stages during
the respondents companies move
from the life cycle stage to another,
which gives an initial conclusion that
the sophistication of MAPs in the
Jordanian financial sector associated
positively with the life cycle stages
variable.

Similarly, the research attempts to
find out the classification of the IFAC
model stages according to the classifi-
cation of the Jordanian financial sec-
tor which includes four main sub-
sectors; banking, insurance, financial
diversified services, and real estate.
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Table 4
The IFAC Model and Life Cycle Stage Stages

Stages IFAC stages Life cycle stages
Birth Growth Maturity Revival
Stage |  Cost determination and financial control 65 77 47 50
Stage 2 Information for management planning and 29 19 47 25
control
Stage 3 Reduction of resource waste in business 0 4 6 0
processes
Stage4  Creation of value through effective re- 6 0 0 25

sources use

According to the tables below the
research found that the banking sub-
sector is the more sophisticated in
terms of the adoption of MAPs 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 sector in terms the sophisti-
cation level of MAPs 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 insur-
ance sub-sector in terms of the sophis-
tication 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 MAPs, where almost all of
the respondent companies are lo-
cated in stage one and two of the
IFAC model by 94%.

Table 5
The IFAC Model and Business Type

Stages IFAC stages Jordanian financial sector
Banking Insurance Financial Real estate
serv.

Stage I  Cost determination and financial control 43 69 71 71

Stage 2  Information for management planning and 50 31 18 23
control

Stage 3 Reduction of resource waste in business 0 0 6 6
processes

Stage4  Creation of value through effective re- 7 0 6 0

sources use
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5.2 The association between the extent
of usage of MAPs and contingency
variables

Starting with organization size, the
results of testing the first three hy-
potheses which were related to the
organization size, namely; the compa-
nies age which is represented by the
number of years, the net sale growth
which is represented by the percentage
of sale growth, and the number of
employees, revealed a significant po-
sitive association between each of
these hypotheses and the extent of
usage of MAPs at the 1% level of
significance by using Kendall‘s tau
correlation test. According to the re-
sult above, there is a positive associa-
tion between the size and the use of
MAPs consistent with the previous
researches, which asserted that there
is a positive association between the
size and the use of MAPs, for instance
(Waweru et al., 2004; Haldma and
Laats, 2002; Joshi, 2001; and Hoque
and Mia, 2001).

In terms of the sophistication of
operations, based on Kendall's tau
correlation test, the research revealed
that there is a significant positive
association between the sophistica-
tion of operations and the extent of
use of MAPs. The result is consistent
with previous researches which re-
vealed that for instance, there is a
positive association between the so-
phistication of operations and the use

of MAPs. (Al-Omiri and Drury, 2007;
Chenhall 2003; Ittner et al., 1997; and
Fry et al., 1995).

The professional competence vari-
able was measured through three vari-
ables mainly; the attendance of
training courses, number of academic
degrees, and number of professional
certificates. Starting with the atten-
dance of training courses, the research
reveals that there is a weak and insig-
nificant association between training
courses and the extent of the use of
MAPs, in addition, compared with the
previous researches which examined
the effect of the training courses upon
the use of MAPs. It revealed a contrast
result compared with the result of the
current research, which indicated that
for instance, there is a significant and
positive association between training
courses and the use of MAPs (Islam
and Kantor, 2005; Burns, et al., 2004;
Hassall and Joyce, 2001 and Yeung
and Armstrong, 2001). A possible
explanation of the contrast result, that
there is no association between the
training courses and the use of MAPs,
is that it might be that the training
courses which the staff attended were
not considered relevant to the con-
temporary MAPs.

Regarding the association with
academic degrees, the result indicated
that the effect of academic degrees
upon the use of MAPs is very weak,
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which means that there is an absence
of the role of education in adopting
MAPs. The result is consistent with
the previous researches which re-
vealed for instance that there is a gap
between management accounting
education and practice and the signif-
icant role that management account-
ing education could play in order to
adopt MAPs. (Woodbine, 2007; Sil-
vola, 2005; Burns et al., 2004; Fowler,
et al., 2002; Yeung and Armstrong,
2001; and Hassall and Joyce, 2001).

The utilization of Kendall's tau
correlation test indicated that there is
a strong and significant positive asso-
ciation between professional certifi-
cates and the use of MAPs. This
result indicated the important role
which professional certificates such
as CIMA play in order to facilitate
and spread the awareness of MAPs
which influence the usage of MAPs.
Moreover, the result is consistent with
previous researches which emphasize
the major role that professional certi-
ficates play. (Burns et al., 2004; Has-
sall and Joyce, 2001; and Forsaith et
al., 2001).

On the subject of organization life
cycle, the research revealed that there
is a strong and significant positive
association between the life cycle
stages variable and the use of MAPs.
The result indicated that the life cycle
stage where the company is located is

associated with the extent of usage of
MAPs. In turn this result is consistent
with the previous studies which exam-
ined the influence of life cycle stages on
the extent of use of MAPs. These
studies revealed that each stage of
the life cycle required specific MAPs
and reported, for instance, that as a
consequence of companies moving
forward across the life cycle stages,
advancesin MAPs tend to be adopted,
(Kallunki and Silvola, 2007; Auzair
and Langfield-Smith, 2005; Silvola,
2005; Moores and Yuen, 2001and
Miller, Friesen 1984). Finally, in terms
of business type, the result revealed
that there isa moderate and significant
positive association between business
type and the extent of use of MAPs.
The expected result from this test was
made, as the Jordanian financial sec-
tor is comprised of four main sub-
sectors; banking, insurance, diversi-
fied financial services, and real estate,
and each sub-sector has a different
requirement of information, and a
different type of complexity, as bank-
ing is the most contemporary and
advanced sub-sector followed by in-
surance, then diversified services, and
lastly the real estate sub sector. There-
fore, this variable might influence and
explain the changes of the level of
adoption of MAPs.
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Table 6
Summary of the Results from the Kendall‘s tau Test

Contingency variables

MAPs

Costing Budgeting Perfor-

Decision Strategic All MAPs

system system mance making analysis
evaluation
Age * *% * sk sk
Size Net sale growth * * *k * ok *
Number of employees * * ok sk ok ok
Sophistication of operations * * s sk ok ok
Profes- Attendance of training courses
sional Academic degrees ** *
compe-  Professional certificates o " - s s
tence
Life cycle stages ok ok * *x *
Business type * * ok * * ok

*. Correlation is significant at the 0.05 level (1-tailed).
**_Correlation is significant at the 0.01 level (1-tailed).

5.3 The association between the so-
phistication level of MAPs and the
contingency variables.

The results of the test revealed that
there is a significant difference among
companies in the four stages in asso-
ciation with the age of the company
which are represented by the number
of years since establishment with P-
value (0.042). The result could be
explained as companies moving from
less sophisticated MAPs for instance
stage 1 or stage 2, to more sophisti-
cated stage 3 or stage 4 when consider-
ing the age variable. The result is
consistent with the previous studies
which indicated that age as a contin-
gency variable influences the adoption
of more advance MAPs and influences
the level of sophistication, (Waweru,

et al., 2005 and Joshi, 2001). The
results of the Kruskal-Wallis test re-
veal that there is no significant differ-
ence among companies in the four
stages in association to net sale growth
whereas the P-value is (0.211).

In terms of the sophistication level
of operations, the research revealed
that the sophistication level of opera-
tions influence the sophistication level
of management accounting in the
Jordanian financial sector; therefore,
the result could interpret companies
moving from traditional MAPs to
more sophisticated practices when
considering the sophistication of op-
erations variable, moreover this result
is inconsistent with (Abdel-Kader,
Luther, 2008) which indicated that
the complexity of processing systems
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did not influence the sophistication
level of MAPs. However, it is consis-
tent with (Al-Omiri and Drury, 2007
and Fry et al., 1995).

Based on the Kruskal-Wallis test,
the research reported that there is
significant difference among compa-
nies in the four stages in association to
training courses as the P-value is
(0.046). The result is consistent with
the previous studies in terms of the
significant role which the training
course variable could play in adopting
sophisticated MAPs, (Islam and Kan-
tor, 2005; Burns et al., 2004; Hassall
and Joyce, 2001 and Yeung and Arm-
strong, 2001). The research indicated
that there is no significant difference
among companies in the four stages in
association to the academic degrees
variable as the P-value is (0.361). Once
again, this result is consistent with the
previous studies which indicated that
there is an existing gap between man-
agement accounting education and
practice, (Woodbine, 2007; Silvola,
2005; Burns et al., 2004; Fowler et
al., 2002; and Yeung and Armstrong,
2001). Therefore, academic degrees
did not influence the sophistication
level of MAPs.

The research report is based on the
results of the Kruskal-Wallis test,
which showed that there is significant
difference among companies in the
four stages in association to the pro-

fessional certificates variable as the P-
value is (0.059). This result shed light
on the important role of the profes-
sional certificates in adopting more
sophisticated MAPs, particularly the
CIMA certificate, and this result is
consistent with previous researches,
(Burns et al., 2004; Hassall and Joyce,
2001; and Forsaith et al., 2001).

Concerning organization life cycle,
the results of the Kruskal-Wallis test
reveal that there is significant differ-
ence among companies in the four
stages in association to life cycle stages
where the P-value is (0.051). The result
is consistent with the previous studies
which examined the influence of life
cycle stages upon the sophistication
level and the extent of use of MAPs.
These studies revealed that each stage
of the life cycle required specific MAPs
and reported, for instance, that as a
consequence of companies moving
forward across the life cycle stages,
more sophisticated and advanced
MAPs tend to be adopted (Kallunki
and Silvola, 2007; Auzair and Lang-
field-Smith, 2005; Silvola, 2005;
Moores and Yuen, 2001; Miller, Frie-
sen, 1984).

Regarding the business type, the
research revealed that there is signifi-
cant difference among companies in
the four stages in association to the
business type as the P-value is (0.043).
The result indicates the significant
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Table 7
Summary of the Results from the Kruskal-Wallis Test

Contingency variables

Significant Not significant

Age
Size Net sale growth

Number of employees

*

Sophistication of operations

Attendance of training

courses

Professional competence .
P Academic degrees

Professional certificates

Life cycle stages

*

Business type

*

effect of the business type on the
sophistication level of MAPs. It is
worth noting that the Jordanian fi-
nancial sector is comprised of 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. Therefore,
from the results the research revealed
that the banking sub-sector is the first
sub-sector in terms of adopting more
sophisticated MAPs in the Jordanian
financial sector.

6. Conclusion

The findings of the research are
based on 64 respondents who com-
pleted the questionnaire, which gave a

(67.3%) response rate which is con-
sidered a high response rate. Concern-
ing investigating the sophistication
level of MAPs in the Jordanian finan-
cial sector based on the IFAC 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 lo-
cated in the fourth stage.

The research revealed that the
adoption of MAPs move from stage
one of the IFAC model into the
following stages during the respon-
dents companies move from 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 [IFAC model by 94%, the
growth life cycle stage was found to
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have moved a little to adoption prac-
tices 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 IFAC
model first stage into the second stage
with a small move into the third stage
since stage one occurred 47%, stage
two was reported to be 47%, and
finally stage three was 6%. Finally,
the revival life cycle stage, reported an
adoption of practices from stage four
of the IFAC model with 25%.

In terms of testing the hypotheses
which are related to the association
between each contingency variables
and the extent of usage of manage-
ment accounting practice in the Jor-
danian financial sector, the research
confirmed and supported seven hy-
potheses, which included the follow-
ing variables: age of the company
(number of years since establishment),
net sale growth, number of employees,
sophistication of operations, profes-
sional certificates, life cycle stages, and
business type. In addition, the re-
search revealed that; attendance of
training courses, and number of aca-
demic degrees, are insignificant vari-
ables with regard to their impact upon
the extent of usage of MAPs in the
Jordanian financial sector.

The research confirmed six hypoth-
eses which were revealed to influence the

sophistication level of MAPs, namely:
age of the company (number of years
since establishment), sophistication of
operations, attendance of training
courses, professional certificates, life
cycle stages, and business type.

Regarding the result related to the
level of sophistication operations, this
was considered as a reasonable result,
whereas more companies have a high
level of sophisticated operations that
will lead to them adopting more so-
phisticated MAPs and will influence
the usage of MAPs as well. However,
the research indicated that the simpli-
city of operations which the Jordanian
financial sector had produced /pro-
vided to their customers, as 84.4% of
the respondent companies produce/
provide less than 20 products/services.

In terms of the professional certi-
ficates variable, the research revealed
that the possession of those certifi-
cates will influence both the usage
and the sophistication level of MAPs,
which could be explained by the reli-
ance of these certificates on the prac-
tical aspects, case studies, and tackling
contemporary issues.

Finally, the life cycle stages variables
which were considered as a significant
variable in terms of both usage and
sophistication level of MAPs, is a vital
element which could explain the current
status of sophistication level of MAPs in
the Jordanian financial sector since al-
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most all of the Jordanian financial com-
panies are located in the first and second
stages of the life cycle stages, which gives
an indication that when a company
moves forward in the life cycle stage it
would adopt more sophisticated MAPs.

As a conclusion, the research pro-
vides a broad overview of MAPs in the
Jordanian financial sector and reveals
that the Jordanian financial sector is
using traditional MAPs highly, while
rarely using the more sophisticated or
advanced MAPs. In terms of IFAC
model the research indicates that al-
most all of the Jordanian financial
sector companies are located in the
first two stages of IFAC model that in
turn reflects the simplicity of MAPs
that are used in the Jordanian finan-
cial sector. In respect of the influence
of contingency variables upon the
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