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Abstract

This study aims to examine the effects of factors related to management accounting systems and managerial performance. The factors
include budgetary participation, decentralization, and management style. Furthermore, this research investigates the consequences of the
management accounting systems on managerial performance and the direct effect between management style and budgetary participation
on managerial performance. Survey questionnaires were distributed to both public and private hospitals in Palembang, the South Sumatera
region, Indonesia. The sample consisted of 62 respondents from 15 hospitals Target respondents were all managers in hospitals, including
financial managers, service managers, human resource managers, quality managers, and other managers. The questionnaire was distributed
online to each hospital, and approximately five or more questionnaires were hardcopies. This research was conducted over less than
six months. The data obtained were processed via excel files, then checked for conformity, and analyzed by partial least square (PLS)
software with descriptive statistics. This study uses path analysis, which that is structural equation modeling (SEM). The findings show
that management style, decentralization, and budgetary participation significantly affect management accounting systems. However,
management style and budgetary participation did not influence managerial performance. Finally, the findings indicate that management
accounting systems are positively affected by managerial performance.
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1. Introduction management, and highlights the opportunities for continuous
improvement in hospital operations (Ramsey et al., 1994).

The accounting system must fulfill three objectives, Based on Chenhall and Morris (1986), management
namely, improves cost efficiency within hospitals without  accounting systems consist of four dimensions, namely,
compromising the quality of institutional services, allows  integration, aggregation, scope, and timeliness; these are
hospitals to maximize their resources through service line  important for the hospital sector. The managers use the
management accounting systems to have information and use
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Chong and Eggleton (2003) examined the effect
of task uncertainty, locus of control, and management
accounting systems on managerial performance. Din
and Habibullah (2015) looked at budgetary participation
in  managerial performance through the adoption of
performance measurement and néagement accounting
systems. The interaction between budgetary participation
and broad scope of management accounting systems effects
managerial performance. The adoption of the management
accounting system and performance measures on the
relationship between budgetary participation and managerial
performance in the government organizations in Malaysian
was researched by Din and Habibullah (2015).

Previous research related to management styles that
affect performance (Ogbonna & Harris, 2000; Yousef, 2000
Elenkov, 2002; Rowold, 2011). Furthermore, management
style positively influences management accounting systems
(Naranjo-Gil & Van Rinsum, 2006). Additionally, managers
who use management accounting system information in a
wider scope can make more effective managerial decisions
to set appropriate targets and evaluate achievements, which
in turn increases managerial performance (Gul, 1991; Mia
& Clarke, 1999; Eker, 2009; Tsui, 2001). This research was
conducted in several different countries — Russia (Elenkov,
2002); United Kingdom (Ogbonna & Harris, 2000);
Germany (Rowold, 2011); Spain’s Andalucia (Eker, 2009);
China (Tsui, 2001); Australia (Naranjo-Gil & Van Rinsum,
2006; Mia & Clarke, 1999); United Emirates Arab (Yousef,
2000). This research is different from previous studies in
that it empirically tested the propositions through surveys
in hospitals in Palembang, South Sumatera, Indonesia.
This study focuses on testing and analyzing budgetary
participation, decentralization, and management style on
managerial performance through management accounting
systems.

The main objective of this study is to test empirically
the interaction between several factors such as management
style, budgetary participation, and decentralization effect
on management accounting systems, and managerial
performance. The secondary objective is to understand the
influence, both direct and indirect, of the management style,
budgetary participation, and decentralization on managerial
performance through management accounting systems.

Most of the prior research investigates the management
accounting systems in manufacturing companies. This study
investigates and gives empirical evidence on management
accounting systems in service companies such as hospitals.
This study 1s the first effort to investigate the determinant
factors on management accounting systems that have been
ignored by previous studies, especially in the emerging
Asian markets. This study contributes in two areas. Firstly,
its findings on determinant factors can be used by hospitals,
especially in Indonesia, as a reference in designing policies

concerning thamnagcmcnt accounting systems. Secondly,
the findings on the relationship between management
accounting systems and managerial performance can be used
by hospitals in formulating strategies

Several contributions from this study are expected.
First, this is the first study to combine the concept of
management accounting  systems, management style,
budgeting participation, decentralization, and managerial
performance; the framework tested in this study is more
comprehensive. Second, this study adds to the research
findings in the Indonesian context, especially examination of
the management accounting systems and company services
especially at hospitals.

2. Literature Review

2.1. Contingency Theory

Contingency theory reveals that design and use of
accounting system that can be applied to all organizations.
The contingency theory also reveals use of control systems
depends on the organizational context in which these
controls operate and function properly (Otley, 1980).
Management accounting systems can apply to all types of
organizations following the activities of the organization in
dealing with all situations (Otley, 2016). With the existence
of an accounting system, if there is participation in preparing
the budget, the organization can improve its performance. In
line with this theory, this current research aims to investigate
how contextual variables, such as budgetary participation,
management style, and decentralization on management
accounting system, these characteristics, in turn, affect
managerial performance in hospitals at South Sumatera,
Palembang, Indonesia.

2.2. Previous Research

Chung et al. (2012) revealed the effect of management
accounting systems on the performance of managers
with ambiguity in the role of mediation. The results show
that the ambiguity of the squeeze mediates the effect of
the management accounting system on the manager’s
performance. Cheng (2012) conducted a study on managers
at Taiwanese electronics companies. The results showed that
budgetary participation affected the performance of managers
through the scope of the management accounting system.
Hammad et al. (2013) conducted a study at hospitals in
Egypt. The results showed that environmental uncertainty and
decentralization affect the performance of managers through
management accounting systems (Hammad et al. 2013).

Gurendrawati and Murdayan (2015) examined the
effects of use of communication technology, management
accounting systems, and locus of control on the performance
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of managers in telecommunication companies in Indonesia.
Researchon regional work units in Aceh shows that budgetary
participation influences the managers’s performance through
management accounting systems (Indriani & Nadirsyah,
2015). From their research on the Malalsian government,
Din and Habibullah (2015) examined the effect of budgetary
participation on the managers’ performance through the
adoption of performance asurement and management
accounting systems. Their results show that the adoption
of performance measurement and management accounting
systems mediates the effect between budgetary participation
and manager’s performance.

Ghasemi et al. (2016) examined the competition
affecting the performance of managers through management
accounting systems in financial organizations in Iran. This
research reveals that internal and environmental factors
influence performance (Ghasemi et al, 2016). Budgetary
participation at government in Indonesia (Jatmiko et al.
2020). Nguyen et al. (2020) examined factors influence on
management accounting in Vietnam.

2.3. Theoretical Model and Hypotheses

e relationship between budgetary participation and
management accounting systems has been identified to be
positive (Etemadi et al., 2009; Eker, 2009; Cheng, 2012;
Din & Habibullah, 2015). The resulting research from Eker
(2009) shows the influence between budgetary participation
and management accounting systems. However, Tsui, (2001),
surveying Chinese managers, states that the relationship
between budgetary participation and management accounting
systems is negative. Thus, the hypothesis can be stated as
follow:

HI: Budgetary participation has a positive effect on

mmmiemem accounting systems.

el-Kader and Luther (2008), Soobaroyen and
Poorundersing (2008) and Stergiou et al. (2013) reveal
the positive impact of decentralization and management
accounting systems with sufficient relevant information on
controlling and decision-making. Thus, as firms expand,
there is a need for more formal planning and control system
through a decentralized structure (Hoque, 2011, Stergiou
et al., 2013). Thus, the second hypothesis can be stated as
follow:

H2: Decentralization has
management accounting systems.

a positive  impact on

An important issue related to management style is the
extent to which managers are involved in the collection
of relevant information to optimize their decision-making

(Dean & Sharfiman, 1996). Management style influences
the achievement of organizational goals through organizing,
leading, and controlling organizational resources (Simons,
1990). Management style has a positive effect onmanagement
accounting systems (Naranjo-Gil & Van Rinsum, 2006).
The hypothesis can be stated as follow:

H3: Management style has a positive effect on
management accounting systems.

There is a direct influence of budgetary participation
on managerial performance. Derfuss (2009) found that
budgetary participation has a positive and significant impact
on managerial performance. Furthermore, Gurendrawati and
Murdayanti (2015), Chong and Mahama (2014) indicate
that budgetary participation and managerial performance
have a positive link. Budgetary participation has a positive
impact on managerial performance (Eker, 2009; Cheng
2012). Furthermore, budgetary participation does not affect
managerial performance (Parsian, 2015). Below is the
following hypothesis:

H4: Budgetary participation has a positive influence on
managerial performance.

Previous studies have examined management styles that
affect performance (Ogbonna & Harris, 2000; Yousef, 2000;
Elenkov, 2002; Rowold, 2011). This research was carried
out in several countries such as United Kingdom Russia
(Elenkov, 2002), United Kingdom (Ogbonna & Harris,
2000), Germany (Rowold, 2011), and the United Emirates
Arab (Yousef, 2000). Below is the following hypothesis:

HS5: Management style has a positive effect onmanagerial
performance.

As regardsE& relationship between the use ofmanagement
accounting systems and managerial performance, according
to Chong (1996), the managerial performance was high when
a broad scope of management accounting system information
was used by managers. Soobaroyen and Poorundersing
EOS] revealed that the management accounting systems

ave a positive and significant impact on managerial
performance. It is concluded that all management accounting
systems’ dimensions are conclusively related to managerial
performance (Chia, 1995; Bouwens & Abernethy, 2000;
Soobaroyen & Poorundersing, 2008 Eker, 2009; Etemadi et
al., 2009). The results showed that managemdpdl accounting
systems, for all characteristics including broad scope,
timeliness, aggregation, and integration, have a positive
influence on managerial performance (Mia & Clarke, 1999;
Soobaroyen & Poorundersing, 2008). The characteristics of
management accounting systems such as broad scope and
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timeliness have an impact on managerial performance (Tsui,
2001; Eker, 2009; Etemadi et al., 2009). Furthermore, the
characteristics include broad scope influence on managerial
performance (Cheng, 2012). However, Chung et al., (2012)
reveal that a broad scope of management accounting systems
does not influence managerial performance. The hypothesis
is stated as follow:

H6: The management accounting system has a positive
influence on managerial performance.

3. Methodology

3.1. Sample

This research focuses on hospitals in the city of
Palembang, South Sumatra, Indonesia. This sample is drawn
from all hospitals in Palembang, both public and private. The
population in this study is the managers at the hospitals, such
as financial managers, services managers, quality manager,
human resources managers, and other managers. This study
uses a saturated sample that is all the population taken as
a sample. This research uses primary data collected via a
questionnaire survey.

3.2. Measurement

The instrument in the variables of this study is divided
into two parts. The first section included demographics
questions about the respondents like gender, age, academic
level, and department work in their companies. The second
section included questions based on the variables in this
study. This research instrument was adopted from previous
research. To measure budgetary participation variables,
we used instruments adopted from Brownell (1983) with
a total of six questions. Budgetary participation shows the
involvement of individuals in the budgeting process within a
company or organization (Brownell, 1983).

Management styles are classified as a proactive or reactive
style of managers. Theproactive managementstyle isdefined asa
democratic style that is participatory, oriented towards the future
and the extemal environment, including extensive planning,
with managers looking for possibilities for coordination and
synergy between departments and re-evaluating organizational
goals. However, the reactive management style is more
autocratic, focuses more on individual goals and expectations
rather than organizational goals, and focuses more on controlling
measurable quantitative events within the organization (Larson
et al., 1986). Management style was assessed (Larson et al.,
1986) with a total of questions.

Decentralization Icters to the level of autonomy delegated
by managers or superior to lower-level unit managers (Libby
& Waterhouse, 1996). Authority is an action taken related to

decisions without waiting for confirmation from superiors
(Hoque, 2011). The measurement of decentralization is
assessed based on Libby & Waterhouse (1996) with a total
of six questions. The sum of the values assigned to each
company policy in the list was used to indicate the level of
delegation of authority in the company’s sample (Libby &
Waterhouse, 1996).

Management accounting system is a system that collects
financial and operational data, processes, stores and reports
them to users, both employees and managers or executives
(Chenhall & Morris, 1986). The management accounting
system was examined based from Chenhall and Morris
(1986) with a total of ten questions.

Managerial performance is a series of achievement of
tasks performed by a manager. Mahoney, Jerdee, & Carroll,
(1965) stated that the role of the manager is a series of
functions that cover all management performance that must
have definitions and relationships that are integrated with
one another. Furthermore, Mahoney et al. (1965) revealed

t the manager’s performance consists of the manager’s
planning, investigating, coordinating, evaluating, supervising
and supervising functions, negotiating and representing. To
measure managerial performance we adopted the concept of
Mahoney et al. (1965) with a total of eight questions.

3.3. Analysis Tools

To test the hypotheses, this study uses Partial Least Square
(PLS). Ali et al. (2020) and Saleh et al. (2020) use the PLS in
their analysis. SEM generally has third characteristics. First, it
estimates whetherrelationships are diverse and equally related.
Second, it estimates whether the relationships are diverse and
interrelated. The third is the capacity to illustrate concepts
that cannot be considered in the framework of this relation or
relationship. Furthermore, this analysis will examine the error
measurement in the estimation process (Hair et al., 2010). The
model is presented below in the form of an equation:

SAM=f +p X +pX, +pX, +&
MP=p, + B,X, +BX, +[SAM +&

Where: MP =Managerial Performance; SAM =Management
Accounting Systems; X, = Budgetary performance;
X, =Management Style; X, = Decentralization; o= Constant;

[ 1=Regression Coefficient; £ = Standard Error
4. Results

Table 1 shows the descriptive statistic for all variables.
All indicators of the variables from our model research are
reliable and valid (Table 2 and Table 3). We then assess the
results of the structural model and test the hypotheses.
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Table 1: Descriptive Statistic

113

Construct N Min Max Mean Standard Deviation
Budgetary Participation 62 1 7 4,02 2,076
Decentralization 62 1 7 3,23 1,859
Management Style 62 1 7 5,26 1,708
Management Accounting System 62 1 7 4,90 1,479
Managerial Performance 62 1 7 516 1,549

Table 2: The Validity and Reliability of the Measurement Model

Constructs Cronbach’s Alpha Rho-A CR AVE

Budgetary participation 0,955 0.964 0,905 0.818

Management Style 0,922 0.941 0,874 0.763

Decentralization 0,941 0.954 0,880 0.775

Management Accounting System 0,976 0.978 0,836 0.699

Manager Performance 0,965 0.970 0,896 0.802
Table 3: Structural model results

Construct Adj. R* F? Q? VIF SRMR NFI

Budgetary Participation 1.374-1.807 2.281

Decentralization 1.921 2.252

Management Style 1.127-1.228 1.289

Management Acc. System 0.436 1.624 0.433 0.071 0.970
Table 4: The Result of Hypotheses

Hypothesis Coefficient (B) P-Values Result

PA — SAM(H1) 0,32 0,01 Supported

DSentral — SAM (H2) 0,21 0,05 Supported

GK — SAM (H3) 0,32 0,01 Supported

PA — KM (H4) 0,38 -0,05 Rejected

GK — KM (H5) 0,01 0,44 Rejected

SAM — KM (H6) 0,85 0,01 Supported

Note: Significant statistically at 1 percent and 5 percent level

(PA = Budgetary Participation, Dsentral = Decentralization, KM = Management Style; SAM = Management Accounting Systems; KM =

Managerial Performance)

In testing the hypotheses above the coefficient
parameters and significant values were generated with
the bias confidence interval corrected by 95% of each
independent variable. From Figure 1 and Table 4, we

can see the results for all hypotheses proposed in this
study. All proposed hypotheses show a positive effect.
However, hypothesis 4 and 5 (H4 and HS5) were not

supported.
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Figure 1: The Result Research

5. Discussion

Hypothesis | states that budgetary participation has
a positive effect on management accounting systems.
The results of this study support the contingency theory,
according to which management accounting systems can be
applied in an organization in dealing with situations outside
the company. There is no accounting system that can apply
to the entire organization, so every organization must create
a certain management accounting system that can be run
following the activities in the organization in order to deal
with all situations that will later relate to the organization.
This study also supports previous research. Cheng
(2012) shows that budgetary participation influences the
manage ment accounting system. However, the management
accounting system used in his research is only based on the
characteristics of the broad scope of management accounting
system (Cheng, 2012). This study uses all characteristics,
including timeliness, aggregation, integration, and broad
scope for management accounting systems.

Hypothesis 2 states that decentralization has a positive
impact on management accounting systems, which have
been empirically accepted. Thus, the results of hypothesis
testing indicate that the higher the decentralization, the
more likely companies are to implement a management
accounting system. This finding supports the contingency
theory, which states that decentralization is related to the
characteristics of management control systems (Chenhall,
2003). Decentralization also gives managers more
responsibility and control in their activities and requires
greater information as well (Waterhouse & Tjessen, 1978).
Thus, it can be concluded that, with decentralization,
information is needed in decision-making. This shows that

there is a need for a more complete management accounting
control system that provides relevant information at a high
level of decentralization. The results of this study are in line
with several previous researchers (Hoque, 2011; Stergiou
etal., 2013).

Hypothesis 3 states that management style has a positive
effect on management accounting systems. Management
style is a contingency variable that shows the degree of
organizational formality, the management process of
management, the precise motivational process, the degree
of participation, and the level at which decisions are made
(Larson et al., 1986). Management style influences the
achievement of organizational goals through organizing,
leading, and controlling organizational resources (Simons,
1995). Thus, the results of hypothesis testing indicate that the
higher the management style, the more likely companies are
to implement a management accounting system. This finding
supports Naranjo-Gil and Van Rinsum (2006) who posited
that management style influences management accounting
systems.

Hypothesis 4 states that budgetary participation has a
positive influence on managerial performance. The results
of the study provide empirical evidence that leads to reject
H4. The result of this study does not support other research
such as (Eker, 2009; Cheng 2012). This finding is in line
with other research that reveals that budgetary participation
does not affect managerial performance (Parsian, 2015).

Hypothesis 5 states that management style has a positive
influence on managerial performance. The study shows
empirical evidence leading to the rejection of H5. The results of
this study do notsupport previous research (Ogbonna & Harris,
2000; Yousef, 2000; Elenkov, 2002; Rowold, 2011) which
states that management style influences the performance.
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Hypothesis 6 states that the ganagcmcnt accounting
system has a positive effect on management performance.
The results of this research with empirical evidence indicate
that H6 is accepted. This means that the management
accounting system is high, so the manager's performance has
also increased. This study also supports previous research
(Chia, 1995; Bouwens & Abernethy, 2000; Soobaroyen &
Poorundersing, 2008; Eker, 2009; Etemadi et al., 2009). The
results showed that management Founting systems with
all their characteristics including broad scope, timeliness,
aggregation, and integration, have a positive influence on
managerial performance (Mia & Clarke, 1999, Soobaroyen
& Poorundersing, 2008). The characteristics of management
accounting systems such as broad scope and timeliness have
an impact on managerial performance (Tsui, 2001; Eker,
2009, Etemadi et al., 2009). Furthermore, the characteristics
include broad scope influence on managerial performance
(Cheng, 2012).

6. Conclusions

This study results do 58t support the concept of direct
impact. First, the direct effect of budgetary participation
and management style on managers’ performance shows
insignificant effects. Budgetary participation has a negative
and not significant effect on managerial performance.
This indicates that the higher the budgetary participation,
the lower the manager’s performance and vice versa.
Management style has no significant effect on managerial
performance.

However, the indirect effect of budgetary participation,
decentralization, and management style on managerial
performance results from the manager’s accounting system.
The results showed budgetary participation, decentralization,
and management style had a positive and significant effect
on management accounting systems as well as positive and
significant influences on management accounting systems
and managerial performance. These empirical results
indicate that this management accounting system acts as a
mediator between budgetary participation, decentralization,
management style, and manager’s performance in hospitals
in Palembang.

This research has several weaknesses. The first weakness
is that this study cannot be generalized to other sectors
because it was very limited in its settings, that is, it was
conducted in hospitals in Palembang. The second limitation
is that this study only examined budgetary participation,
decentra lemn, management style, management accounting
systems, and managerial performance. The results show
that the coefficient of determination (R square-R?), which
indicates the ability to explain the variables, is still low;
it means that there are still other variables that have the
potentials for further investigation.

This study makes several suggestions for future research.
Further investigations should only focus on one sector and be
more specific; as an example, it should focus on the financial,
manufacturing or mining sector. The next suggestion is to
investigate other variables that have not been tested in this
study as organizational commitment, corporate governance,
technology, and other factors.
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