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Abstract: Management accounting practice is essentially being driven by logic and 

intuition which is certainly other than mandatory requirement as it is in case of 

financial accounting. Thus management accounting practice follow a contingency 

framework and is characterized by such factors which is properly aligned with the 

environment where the firm operates, firm specific factors, practitioners’ perception 

and owner-manager’s requirements. Due to these characterizations, management 

accounting practice is always critical and observes a compromised demonstration 

in its diffusion. However, the existing literatures have taken a very narrow 

perspective in explaining gaps in management accounting practice. This study has 

deployed an earnest effort to bring extension in explaining gaps in management 

accounting practice giving it a wider framework. Based on a semi-structured 

questionnaire survey, this study has taken a positivistic approach of quantitative 

research under contingency framework. It offers a quantitative model in explaining 

a particular gap (out of different gaps identified) which is empirically tested and 

validity is confirmed through statistical analysis. 

Keywords: Gaps, Application, Perceived importance, Management accounting 

practices, Bangladesh 

 
1. Introduction 

Management accounting is generally understood as a process or as referring to the use of 

techniques. It has been defined as the application of appropriate techniques and concepts 

in processing the historical and projected economic data of an entity to assist 

management in establishing a plan for reasonable economic objectives, and in the making 
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of rational decisions with a view towards achieving these objectives
1
. Similarly, the 

emergent conceptual framework of management accounting started by the National 

Association of Accountants defined it as the process of identification, measurement, 

accumulation, analysis, preparation, interpretation and communication of financial 

information used by management to plan, evaluate and control within an organization and 

to assure the appropriate use of and accountability for its resources. Management 

accounting also comprises the preparation of financial reports for non-management 

groups such as shareholders, creditors, regulatory agencies, and tax authorities
2
. These 

definitions direct the compositions of management accounting practices in a wider 

framework.  

Many scholars (Otley, 1995; Kaplan and Atkinson, 1998, Hoque and Mia, 2001; 

Fullerton and McWatters, 2002; Haldma and Laats, 2002) argue that the ‘new’ techniques 

have affected the whole process of management accounting (planning, controlling, 

decision-making, and communication) and have shifted its focus from a ‘simple’ or 

‘naive’ role of cost determination and financial control, to a ‘sophisticated’ role of 

creating value through improved deployment of resources. However, the degree of 

application of different management accounting tools, old or new, depends on different 

contingent factors which is essentially been guided by the contingency theory of 

management accounting. If a management accounting system is designed without 

understanding the contingency approach or without the identification of appropriate 

contextual factors behind such contingency approach, management accounting practices 

lose its gravity and spoil the whole process generating a huge gap. Due to redefining 

management accounting by IMA in 2008, management accounting practitioners, 

academics and researchers become interested in studying the nature of management 

accounting practices. This interest is initially being rationalized by the existence of 

perceived gap between the theory and practice of management accounting, and specially 

the generally accepted belief that the traditional wisdom of management accounting as 

reflected in textbooks is not widely used in practice. Such conceptualization was based on 

few published studies (Cooper et al., 1983; Berry, 1984; Wilkinson, 1986; Ouibrahim and 

Scapens, 1988) covering the use of particular management accounting techniques 

(Hoque, 1991). This is the motivation behind gap analysis in Bangladesh with regard to 

management accounting practices.  

The objectives of this study are to define gaps based on existing literature; widen the 

scope of gap analysis; quantify gaps through a proposed model under contingency 

approach and show the relationship between gap score and other parameters like net 
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assets, turnover, intention to switch and net profit. A semi-structured questionnaire 

survey helps to capture the responses of practitioners based on which the quantitative 

model is proposed and inferential relationships have been drawn which is the main value 

addition of this paper. The remaining section of the paper is structured as – the next 

section presented theoretical framework of the study based on which the literature review 

section identifies different hypotheses to be tested. Next section elaborates research 

methodology followed by analysis and findings. Finally, the paper comes to an end with 

the conclusion and recommendation section.  

2. Theoretical Framework 

Gaffikin (2007) argued that research is undertaken to either generate new theories or 

support existing theories. It has been observed that there are various views among the 

researchers in adopting a prior theoretical stance in research. Some scholars argued that a 

prior theoretical stance may bias or limit the findings (Eisenhardt, 1989; Flinders, 1993; 

Layder 1995). The critics claimed that adopting a pre-determined theory in a research can 

be more robust because these theories have already been tested in previous research. 

However, supporters in favour of adopting a prior theoretical framework in research (for 

example Alam and Lawrence, 1994; Lodh and Gaffikin, 1997; Quattrone and Hopper, 

2001; Baxter and Chua, 2003; Hoque, 2005; Gaffikin, 2007; Berry et al. 2009) argued 

that in conducting research on organisational practices, it is legitimate to use a wide range 

of theoretical approaches to explain such activities. The view taken in the present 

research assumes that theory is a framework for viewing the social world that is too 

general, too broad and too all-encompassing to be confirmed or refuted by empirical 

research (Cooper, 2008). It is also assumed in this research that when knowledge is 

gathered with the help of theory, there is a potential for data coherence and control, 

which prevent the researchers from collecting an unsystematic pile of accounts (Kaplan 

and Manners, 1986; Bogdan and Biklen, 1982). This study develops the prime tenet 

based on the generally accepted principle that the practice of management accounting 

depends on some contextual variables that cannot be generalized rather it follows 

contingency approach.    

The principle of contingency was pioneered by Woodward in 1965 whilst working on 

organisational behavior, however, its application in accounting research was insignificant 

before the mid-1970s. The contingency approach to management accounting is based on 

the premise that there is no universally appropriate accounting system applying equally to 

all organizations in all circumstances (Emmanuel et al., 1990; Otley & Berry, 1980). 

Rather it is suggested that the particular features of an appropriate accounting system will 

depend upon the specific circumstances in which an organization finds itself. Haldma and 

Laats (2002) reclassified these contextual factors into external and internal factors. They 

argued that the effectiveness of the design of an accounting system depends on its ability 

to adapt to changes in external and internal circumstances. As depicted in Figure 1, 
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contingency approach is being shaped by some external and internal contextual factors. 

The most common internal factors that have been examined in relation to management 

accounting are organizational size (Khandwalla, 1972; Bruns and Waterhouse, 1975; 

Merchant, 1981), technology (Khandwalla, 1977; Merchant, 1984; Dunk, 1992), structure 

(Burns and Stalker, 1961; Lawrence and Lorsch, 1967; Brownell, 1985) and companies’ 

strategies (Miles and Snow, 1978, Gupta and Govindarajan, 1984; Simons, 1987; 

Chenhall and Morris, 1995). The major external factors that have been examined at the 

company level in management accounting and control (including cost accounting) 

research are external environment (Khandwalla, 1977; Merchant, 1990; Chapmann, 1997; 

Hartmann, 2000), and national culture (Hofstede, 1984; Harrison, 1992; O’Connor, 

1995). 

Figure 1: Theoretical framework of contingency approach (Haldma and Lääts, 2002) 
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3. Literature Review 

Studying gaps in management accounting is not a new research agenda. However, 

literature favors such analysis from a narrow dimension which covers the gap between 

theory (academicians’ role) and practice (practitioners’ role). The theory practice gap in 

management accounting has been well documented over time (Scapens, 1984, 1994; 

Malmi and Granlund, 2009; Kaplan, 2011) and can be evidenced through the empirical 

research reviewed in different studies (Drury et al., 1993; Sharma, 2000; Tan et al., 

2004). The existing literature on studying gaps in management accounting can be 

discussed with reference to two themes: the education-practice gap and the research-

practice gap (MacDonald and Richardson, 2011).  

Existence of a possible ‘gap’ in management accounting between theory and practice 

may indicate that academics are not teaching the latest techniques or are not teaching the 

traditional methods still in use (Scapens, 1983; Novin et al., 1990). In relation to the 

education-practice gap, Johnson and Kaplan’s (1987) work in their recollection of history 

highlights the content of management accounting text books as reflecting the stagnation 

of management accounting and Scapens’ (1994) research found “a clear gap between the 

theoretical material in textbooks which was intended to show practitioners how 

management accounting should be done, and the actual practices of management 

accountants in both UK and US companies” (Scapens, 1994, p. 302). This is in line with 

Sunder (2007) where he observed that accounting curriculum of most schools is full of 

theories that have less practical relevance. He further reiterates that standards induce a 

follow-the –rule-book attitude among accountants at the expense of developing their 

professional judgment. The management accounting curriculum has been the topic of 

considerable debate over the past 25 years in terms of what should be included in its 

CBK, and whether a gap exists between theory and practice. 

Previous research studies show that accounting education has failed to keep up with 

accounting practice, leading to a gap between education and practice (Albrecht & Sack, 

2001; Mohamed & Lashine, 2003; Dean & Campbell, 2010). This gap has manifested in 

a difference between the needs of employers and what accounting graduates are taught in 

school (Hargadon, 2000). Malmi and Granlund (2009) argued that academic researchers 

are primarily focused on writing for other researchers and not for practitioners (i.e. the 

users of accounting information, such as managers, workers and society), who might 

benefit from management accounting research to address practical issues. 

Scapens and Johnson and Kaplan clearly called at the time for academics to conduct 

research which studied management accounting practice and Kaplan (1984) in particular 

heralded the use of the case study method, he also criticized accounting academics for 

placing too much emphasis on economic models and not enough on real companies. Tan 

et al. (2004) reflect that some academics argued that it may be the fault of the 
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practitioners rather than the academics suggesting that they were not using the techniques 

as they had been taught (Horngren, 1989). Horngren goes on to further suggest that 

“‘failure to use techniques in practice does not necessarily mean that their teaching is 

unjustified” (1989, p. 22). 

Research conducted by Dugdale (1994) and Tan et al. (2004) attempts to compare the 

views of academics and practitioners as to the value of traditional and contemporary 

techniques. Each of these studies found a distinction between the academic view point 

and that of practice with respect to the importance of the techniques. Tan et al.’s study 

showed the top four important topics considered by practitioners were traditional (cash 

flow management, operational budgeting, variance analysis, and performance 

evaluation); whilst educators agreed that performance evaluation was important they also 

included ABC in their top four. Tan et al. conclude that the discrepancy between 

educators and practitioners in this case could be “driven by differences in perspectives 

concerning the current and future usefulness of traditional and contemporary topics” 

(2004, p. 64). Edwards and Emmanuel’s (1990) study demonstrated that academics 

focused on organisational and societal issues whilst practitioners were concerned with the 

technical aspects of management accounting. MacDonald and Richardson (2011) in 

investigating the education-practice gap undertook an historical longitudinal analysis 

over the period 1967-1997. Whilst it was apparent that there was a lag which was getting 

larger between innovations appearing in textbooks relative to professional literature this 

does not give evidence of the actual use of innovations by practitioners.  

On the other hand, the research-practice gap is purported by academics to have become 

apparent in the mid 1900’s following the transference of accounting academe into social 

sciences at universities (Macdonald and Richardson, 2011; Scapens, 1983), leading 

academics away from practice and towards research questions which could be answered 

with a narrow research methodology (Kaplan, 2011). Pfeffer (2007) believes the gap has 

widened over the last 50 years. Scapens (1983, p.34) focus on the “gap between theory 

and practice” in management accounting and criticizes sophisticated mathematical 

techniques appearing in textbooks as having limited adoption in practice. Practitioners, he 

argues, must be able to see the relevance and understand the results of academic research. 

Scapens (1983) believes that more academic study must be conducted on management 

accounting in practice in order to be relevant to practitioners. 

In an article critical of the then current management accounting practice, Kaplan (1984) 

posits that little development had occurred in management accounting techniques from 

the period 1925 to the mid 1980s. He argues that reliance by management accounting 

academics on findings based on economic models rather than examples from ‘real’ 

organizations, has contributed to a gap between academia and practice. His urge for 

researchers to get involved with ‘real’ organizations has been credited with several 

innovations in management accounting in the late 1980s and early 1990s. 
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To explore if a gap exists between the theory and practice of management accounting, 

Edwards & Emmanuel (1990) compared academic publications in two accounting 

journals and surveyed the rankings of topics by practitioners. Their results indicated that 

organisational and societal issues were important to academics, while the practitioners 

focused on the technical aspects of management accounting. Edwards & Emmanuel 

(1990) concluded that the differences between academics’ and practitioners’ views arose 

from academics adopting a theoretical framework to study management accounting in 

terms of organisational and societal dimensions. In contrast, feedback from practitioners 

indicates that they would like to see academic research to be more relevant to practice. 

Accounting research has become highly mathematical, employing sometimes exotic 

theories and with a reduced focus on practice (Bricker, 1993). However, for 

Baldvinsdottir et al. (2010) it is a surprise how empiricism, which is focused on what is 

happening in practice, leads to results that are not of interest for practitioners. 

Practitioners seem to expect to find solutions for their immediate problems in research 

papers (Miller, 1977). Tucker and Lowe (2011) suggest that practitioners are not 

motivated to read, understand and engage with accounting research. Therefore, 

practitioners are not interested at all in research: they are reluctant in disclosing data for 

research and do not get involved in challenges or debates (Parker et al., 2011). 

Lee (1989) who considers that both academics and practitioners are self-interest oriented 

groups: practitioners are short-term and problem-solving oriented, while academics have 

career and promotion concerns. Prior to the 1960s accounting academia was oriented 

towards practice: education was focused on solving practical problems, faculty members 

had only professional certifications and significant practical experience, and research was 

mostly practice oriented. In that period “accounting research was both descriptive and 

normative, involving prescriptions concerning the “correct” way to account for economic 

transactions” (Baker, 2011: 211). Some argue that the introduction of doctoral studies 

created a mini revolution – this new regime inducing a rapidly growing level of 

sophistication in research (Bricker, 1993). Baker (2011) provides details about these 

transformations. He considers that the turning point was in fact a highly influential report 

written in 1959 by two American business school deans, who “recommended certain 

fundamental changes to American higher education for business, focusing on a move 

away from practical education to a more scientific approach” (p. 211). The consequences 

were that the Ford Foundation offered scholarships for students to follow doctoral studies 

in the principles of this report. These studies were mainly based at the University of 

Chicago and were finalized by dissertations involving the use of econometric models. 

These scholars founded what is called today the positivist or empirical paradigm. 

Nowadays it is considered that the selection of the topics for research and methodologies 

is based on the chances of publication, leading to an accounting research which is 

“esoteric” and “removed from the problems of the practice” (Gaffikin, 2009, p. 174). It is 

generally held that the focus on publications (in terms of selecting topics and 

methodologies and writing papers) generated a shift away from the relevance of 

accounting research for practice. 
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For many years there has been a concern that accounting research is separate from and 

largely irrelevant to, practice. Baxter (1988) summarizes this concern well when he says 

‘I fear that a great gap separates much research from practice’. This concern about a ‘gap’ 

has echoes in much of the recent literature on this important topic (see, for example, Tilt, 

2010; Parker et al., 2011; Tucker, 2011); even though this literature has recognized that 

there is not a simple solution to such a complex problem. The findings of different 

researches (Sarkar & Yeshmin, 2005; Sharkar et al., 2006; Yeshmin and Das, 2009; 

Yeshmin and Fowzia, 2010; Yeshmin & Hossan, 2011; Kabir et al., 2013, Shil et al., 

2010) conducted in Bangladesh also testify the existence of gaps in applying different 

management accounting tools. However, researches conducted by Shil et al., (2014a, 

2014b) have brought extension to the study of gaps in management accounting practices 

where seven different types of gaps have been identified resulting out of interactions of 

nine different market agents who are seriously involved in establishing a sound 

management accounting environment in any economy. These gaps and agents are shown 

in the figure below: 

Figure 1: Gaps in Management Accounting Practices 
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Based on the extended analysis of gaps in management accounting practice, this study 

proposes a technique of quantifying gap score to bring objectivity in understanding.  The 

important issue is that the existing researches didn’t address the choice of practitioners 

under a contingency regime which may be decisive behind the selection of particular 

technique. At the same time, the pressure from the top level management also plays a 

significant role in choosing such techniques. This study assumes that the gap arises in the 

field due to the perception of management accounting practitioners which may be 

different than what they really practice due to pressure and other contingent factors. 

Thus, it generates a template capturing wide range of management accounting tools used 

by firms where practitioners have chosen two values in a 5-point Likert scale; one to 

identify the degree of importance and another to mark the level of application resulting an 

idea of gaps. The methodology section elaborates the process of computing a gap score 

for each participating firm. To keep the contingency approach in study, different 

contingent variables like size variables (profitability, turnover and net assets), behavioral 

variables (intention to switch) etc. have been regressed with gap score to understand the 

relationship among these variables. The relevant hypotheses taken for testing are -   

H1: Gap score doesn’t vary with the Intention to switch.    

H2: Gap score doesn’t vary with the change in level of accuracy.    

H3: Gap score doesn’t vary with the change in level of profitability  

H4: Gap score doesn’t vary with the change in level of turnover 

H5: Gap score doesn’t vary with the change in level of net assets 

4. Research Methodology 

This study applies positivist approach under exploratory paradigm of quantitative 

research methodology. An extensive number of literatures have been consulted with to 

develop the theme of the study. A questionnaire is initially designed, pre-tested and 

finalized based on the outcome of pre-testing.  The final questionnaire (which is validated 

from the respondents who have been reached during pre-testing stage) is constructed to 

study the management accounting practices in Bangladesh covering mostly every 

definition of management accounting practices. The respondents are asked to mark values 

on a 5-point Likert scale corresponding to different management accounting techniques 

that is supposed to be applied in Bangladesh. These techniques are identified from 

different researches conducted so far in Bangladesh on management accounting practices. 

Technically, the questionnaire presents a comparative scenario before the respondents to 

choose two values for each technique, one to identify the level of application in the 

respective firms, and another to specify the level of importance of the techniques as the 

respondents think of relating to the firm he represents. It is believed that the biased 
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attitude of the respondents could be checked significantly due to the structure of the 

questionnaire.    

Considering the nature of the study, only manufacturing companies in Dhaka
3
 region are 

considered as the population of the study. However, during the research phase, the 

researchers were failed to collect a dedicated list of manufacturing companies operating 

in Dhaka region. To bring more objectivity in research methodology, a sample frame is 

thought of the manufacturing companies where professional management accountants are 

working. This is done through the scrutiny of membership directory of ICMAB
4
 for the 

year 2014. Such scrutiny results around 200 companies. The study doesn’t consider any 

service industry and companies operating outside Dhaka. Out of the 200 companies, 

around 50 companies expressed their reluctance to participate in the survey. Other 150 

companies are considered as the sample for the study. However, questionnaires are not 

received from some of the companies though they have been given remainder in time and 

some of the received questionnaires are rejected due to the missing data. Finally a total of 

113 questionnaires are used to reach to the conclusion. 

Different descriptive statistics are used to deal with the management accounting 

techniques used in the study to give a comparative picture. However, the specialty of the 

paper is that it proposes a Perception-Application gap (PERAPPGAP) Model in the form 

of a template to calculate a gap score for a company. This template can be replicated to 

make it more holistic considering any new techniques along with improved 

methodologies of computing weightage and sub-weightage as applied here. This 

accommodates the philosophical position behind the contingency framework. The multi-

stage approach of computing gap score under PERAPPGAP Model is presented below: 

Initially, the management accounting techniques considered in the study are grouped 

based on the cohesiveness among them as it is reflected in the responses of the 

respondents by using CFA or EFA
5
 or any other methods applied for grouping like 

cluster analysis, image processing etc. A question may arise on the ground that why 

management accounting techniques have been targeted, not the decision making role of 

management accounting. It is believed that the use of different management accounting 

techniques gives the proxy of internal management accounting environment. This 

grouping is important in a sense that all the techniques chosen for the gap analysis should 

not have the same importance. Later, gap of individual technique ( ) have been 

computed by using the following formula: 

                                                           
3 Dhaka is the capital city of Bangladesh. 
4 ICMAB is the Institute of Cost and Management Accountants of Bangladesh, the only national level 

institute in the country to conduct research and impart management accounting education in Bangladesh. 
5 Confirmatory Factor Analysis (CFA) or Exploratory Factory Analysis (EFA) are the common methods of 

data analysis that is available mostly in every statistical software packages.   
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                                                                                 eq. (1) 

In eq. (1) above,  refers to perceived importance for ith technique and  refers to the 

level of application for ith technique. Based on the gap score of individual technique as 

computed by using eq. (1), total gap score for each group has been computed by using eq. 

(2) as given below: 

 

Here,  refers to the respective weight for ith technique which may be anyone among 

zero, one or two depending on the situation.  would be considered as zero (0) if 

 is equal to zero. Here the rationality is that while  is zero; actually 

there exists no gap in practice. However,  would be one (1) if  is positive 

with the meaning that gap score is positive. This gap is expected as due to lot of reasons, 

companies may not be able to establish the level of application as it is perceived to be. 

And finally,  would be two (2) if  is negative and consider the absolute 

value. It is negative means the point lies on the left side of zero and the contribution of 

this situation while computing gap score should be double. This gap is irrational and 

shows some sort of negligence which should be penalized by putting larger values in total 

gap score. In this study, a good number of respondents choose such values which results 

negative gap value and necessitates such adjustment. And finally, gaps of groups are 

summed up with respective weights to reach to final gap score by using the following 

formula: 

 

Where,   

As the gap score represents the status of the respective firms regarding its implementation 

status of different management accounting tools, such gap score can easily be collated 

with other firm specific parameters for a more critical observation which have already 

been identified in literature review section. These variables are profitability, net assets, 

turnover, intention to switch and accuracy. Both parametric and non-parametric tests 

have been applied assuming the structure of data set which is detailed in analysis and 

findings section below.  

5. Analysis and Findings 

This section brings analysis and findings based on the major theme and objectives of this 

study. To keep the objectivity in presentation, the researchers apply their judgment and 

intuition in organizing the information at their discretion. 
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5.1 Respondents’ Profile 

Respondents in this study are professional accountants working in different 

manufacturing organizations. The demographic profile of the respondents is presented 

below across different demographic parameters in Table 1 below: 

Table 1: Respondents’ Profile 

(a) Educational Background 

 Professional Graduate Undergraduate Others 

Frequency 46 66 11 6 

Percentage 35 51 9 5 

(b) Years of Experience 

 Less than 5 years 5 – 10 Years More than 10 years 

Frequency 25 44 44 

Percentage 22 39 39 

(c) Intention to Switch 

 Yes No 

Frequency 20 18 

Percentage 93 82 

(d) Number of Jobs 

 Less than 3 3-5 More than 5 

Frequency 56 50 7 

Percentage 50 44 6 

(e) Organization Designation 

 Top Level 

Management 

Mid Level 

Management 

Lower Level 

Management 

Frequency 28 60 25 

Percentage 25 53 22 

Note: Top Level Management includes positions like Managing Director, Director, Chief 

Financial Officer, Country Manager, Group CFO, Finance Controller, VP Finance and Company 

Secretary. Mid Level Management includes positions like Production Supervisor, General 

Manager, Manager, Assistant Manager, Chief Accountant, Assistant General Manager, Deputy 

General Manager, Assistant Finance Controller, and Head of Accounts. Lower Level Management 

includes positions like Executive and Accounts Officer. 
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As already mentioned, mostly all the respondents are affiliated with different professional 

accounting institutes, some are already qualified members and others are student 

members. In terms of years of experience, a good percentage of respondents (78%) are 

having more than 5 years of experience. About 18% of the respondents have an intention 

to switch current job. Respondents are not severely job shopper which is a good tendency 

among accounting professionals. In terms of managerial hierarchy, only 22% respondents 

are holding lower level management position.  

5.2 Corporate Profile 

This section presents the profiles of companies participated in the survey in terms of 

different size and profitability related parameters. These parameters are important to find 

out any potential impact of firm related variables on the ultimate outcome. 

Table 2: Corporate Profile 

(a) Years in Operation 

 0-10 11-20 21-30 31-40 41-50 More than 50 

Frequency 20 56 11 13 4 9 

Percentage 18 50 10 12 3 7 

(b) Number of Employees 

 0-1000 1001-

2000 

2001-

3000 

3001-

4000 

4001-

5000 

More than 5000 

Frequency 65 18 14 7 2 7 

Percentage 58 16 12 6 2 6 

(c) Annual Turnover 

 >100 million 101 – 1000 

million 

1001-10,000 

million 

<10,000 million 

Frequency 36 31 34 12 

Percentage 32 27 30 11 

(d) Net Assets 

 >100 million 101 – 1000 

million 

1001-10,000 

million 

<10,000 million 

Frequency 25 47 30 11 

Percentage 22 42 27 9 
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Like respondents’ profile, corporate profile (Table 2) of the responding firms is also very 

rich. More than 80% of the firms are in operation for more than 10 years. More than 40% 

of the firms are having more than 1,000 employees. Around 40% of the firms have 

annual turnover of more than 1,000 million.  

5.3 Exploratory Factor Analysis 

Literature review and selective interview in pre-testing stage before finalizing the 

questionnaire has identified 21 management accounting tools that may be applicable to 

Bangladeshi firms. Thus, the questionnaire provides a specific section covering 21 

management accounting tools where respondents are asked to choose values for level of 

application in their respective firms and perceived importance of the tool in the firm he is 

representing on a 5 point scale. It is expected that the degree of applying different 

management accounting techniques will capture the intention of practitioners behind the 

decision making needs. The difference between the two values selected by the 

respondents is considered the gap. However, considering these 21 tools separately to 

compute the gap score seems to be irrational as there may exist some underlying 

relationships among these 21 tools. Thus, exploratory factor analysis is done as a data 

reduction technique to identify whether any grouping among them is possible or not.  

This analysis is done three times based on three different dataset, namely, based on 113 

responses across 21 tools as given by the respondents to represent their choice on ‘Level 

of Application’, again based on 113 responses across 21 tools as given by the respondents 

to represent their choice on ‘Perceived Importance’ and finally based on the gap between 

the choices for ‘Perceived Importance’ and ‘Level of Application’. A summary of all the 

analysis done on three different dataset is given below (Table 3): 

Table 3: Summary of Exploratory Factor Analysis 

  Level of 

Application 

Perceived 

Importance 

Gap 

1. Measure of Sampling 

Adequacy 

.756 .770 .815 

2. Level of Significance .000 .000 .000 

3. Number of Factors Extracted 6 5 5 

4. Cumulative Percentage  64.950 60.658 71.094 

5.  Existence of Complex 

Structure 

Yes No Yes 

6. Reliability – Cronbach’s 

Alpha 

.863 .871 .893 
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Three different analyses grouped the variables in different groups. Out of the analysis 

based on three datasets, exploratory factor analysis result considering the perceived 

importance data set is selected for further analysis and use. In most of the cases, all the 

three dataset results are within acceptable range, however, validity analysis results the 

dataset of perceived importance more acceptable. This grouping doesn’t reveal any 

complex structure of multiple loading of single parameter into more than one. It confirms 

both the construct and content validity which is absent in other analysis. As per the 

analysis, all the 21 management accounting tools have been grouped into five as given 

below: 

Group 1 : Cash Flow Statement Analysis, Ratio Analysis, Budgetary Control, 

Variance Analysis,    Fund Flow Analysis 

Group 2 : Theory of Constraints, Back-flush Costing, Process Re-engineering, 

Activity Based Costing, Keizen Costing, Target Costing and Lean 

Manufacturing 

Group 3 : Responsibility Accounting, Segment Reporting, Balanced Scorecard, Total 

Quality Management 

Group 4 : Inter-firm Comparison, Standard Costing, Variable Costing 

Group 5 : CVP Analysis, Absorption Costing 

5.4 PERAPPGAP Model: A hypothetical Example 

In line with the research methodology, a gap score computation worksheet is presented 

below (Table 4) that helps to compute the gap score for each of the firms participated in 

the survey. The work paper considers responses of the sample firms with regard to 21 

management accounting tools grouped into five categories as per exploratory factor 

analysis. For each of the statements, the respondents are asked to mark two responses in a 

5-point scale; one to represent the level of application in the firm and another to represent 

the perceived importance. The column ‘gap’ refers to the difference between ‘level of 

application’ and ‘perceived importance’ across different management accounting tools 

falls in five different groups as per exploratory factor analysis. The template presents the 

scenario of one respondent only. The column ‘weight’ chose the value ‘0’ for zero gap, 

‘1’ for positive gap and ‘2’ for negative gap as explained in methodology section. And 

finally ‘gap score’ column computes the gap score of each management accounting tool 

as a multiplication quotient between ‘gap’ and ‘weight’. 

The contingency approach is prevalent in this methodology. The choice of 21 

management accounting techniques depends on the nature of companies, business 

environment, level of competition and other factors affecting the decision making needs 

of the users. These cannot be generalized. Even the template may be prepared based on 
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the purpose of using different management accounting techniques which requires further 

analysis of the type of decision making needs faced by different firms in a certain 

country. Different multi-criteria decision making tools may be used to understand the 

relative importance of factors which ultimately leads to improved methodology in 

computing weights and sub-weights. The ultimate goal is to propose a holistic approach 

of computing a gap score that will signify the current state of a firm in applying different 

management accounting techniques. Higher gap score means management accounting 

techniques are not used satisfactorily; however, low gap score confirms the prevalence of 

sound management accounting environment within the particular firm. The template may 

be also used as a simulation exercise of reducing gaps through intervention. It is expected 

that the application of a template to compute gap score, resultant improvement attempts 

in improving the situation in every firm will ultimately improve the decision making 

quality. The template prescribed here simply provides a hypothetical example only which 

may be improved further at the discretion of the practitioners.    
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        Table 4: Gap Score Computation Work paper 

Application - A Perceived Importance - I Gap Weight Gap Score 

Group 1 
A
1 

CFS is analyzed severely within the 
company 

1 I1 CFS analysis is important for regular 
decision 

4 3 1 3 

A
2 

Ratio analysis is done at regular 
interval to appraise performance 

1 I2 Ratio analysis is perceived to be an 
important tool to evaluate performance 

4 3 1 3 

A
3 

Company uses budget to control cost 
and other targets 

3 I3 Budgetary control is important to keep 
things under control 

1 -2 2 4 

A
4 

Variances are analyzed to control 
cost and revenue 

4 I4 Management conceive variance analysis 
as an important control tool 

1 -3 2 6 

A
5 

Fund flow analysis is applied to 
establish more control over funds  

5 I5 Fund flow analysis is important to run 
investing and financing activities very 
smoothly 

1 -4 2 8 

 24 
Group 2 
A
6 

Theory of constraint is applied to 
handle constraint resources 

4 I6 Theory of Constraint is important to 
utilize constraint resources more 
efficiently 

1 -3 2 6 

A
7 

Back-flush costing is applied to keep 
pace with the advanced production 
technology 

3 I7 Back-flush costing is important to come 
to the market in time ensuring minimum 
production lead time  

1 -2 2 4 

A
8 

Process re-engineering is applied to 
ensure best work method in practice 

3 I8 Process re-engineering is important to 
put more focus on value added activities 

1 -2 2 4 

A
9 

Activity based costing is applied to 
handle complexity in product costing  

1 I9 Activity based costing is important to 
trace indirect costs with the ultimate cost 
objects more accurately 

3 2 1 2 

A
10 

Keizen costing is applied to practice 
continuous development  

1 I1
0 

Keizen costing is important to remain 
competitive in the market always 

2 1 1 1 

A
11 

Target costing is applied for product 
costing when market price of the 
products are known well ahead 

1 I1
1 

Target costing is important to keep the 
cost under control, within a limit 

1 0 0 0 

A
12 

Lean manufacturing is applied to 
ensure zero-defect during production  

1 I1
2 

Lean manufacturing helps us to justify 
our passion or commitment to quality  

1 0 0 0 

 17 
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Group 3 
A
13 

Responsibility accounting is 
practiced to adhere to the ultimate 
strategic goal 

1 I1
3 

Responsibility accounting is important 
to ensure that everybody is working to 
achieve ‘goal congruence’ 

3 2 1 2 

A
14 

Segment reporting is applied to 
evaluate segment wise performance 

1 I1
4 

Segment reporting is important to take 
decision targeting to resource allocation 
to different segments 

4 3 1 3 

A
15 

Balanced scorecard is used to 
appraise the performance of business 
units  

1 I1
5 

Balanced scorecard is important to 
integrate both financial and non-
financial measure for performance 
evaluation 

4 3 1 3 

A
16 

Total quality management is applied 
as a drive to ensure quality in totality 

1 I1
6 

Total quality management is important 
to achieve trust and faith of customers 

5 4 1 4 

 12 
Group 4 
A
17 

Inter-firm comparison is done to 
evaluate competitive status and to 
take necessary actions as well   

3 I1
7 

Inter-firm comparison is important for 
competitive appraisal   

1 -2 2 4 

A
18 

Standard costing is applied to control 
cost and product costing 

1 I1
8 

Standard costing is important to control 
cost, price products and analyzing 
variances 

1 0 0 0 

A
19 

Variable costing is applied to 
appraise economic profit 

4 I1
9 

Variable costing is important for CVP 
analysis 

1 -3 2 6 

 10 
Group 5 
A
20 

CVP analysis is done to take day to 
day managerial decision  

5 I2
0 

CVP analysis is important for break 
even analysis, cost structure and product 
mix decisions 

1 -4 2 8 

A
21 

Absorption costing is applied for 
meeting the external requirements 

1 I2
1 

Absorption costing is important for 
compliance 

2 1 1 1 

        9 
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The above template results the total gap score across five groups as 24, 17, 12, 10 and 9 

respectively. To reach to the final gap score as advocated by one respondent, we need to 

know the respective weight across different groups total of which will be equal to one. 

Application of such weight will bring more discipline in the analysis and the gap score 

will be more meaningful. It will address the respective choice of different groups by 

respondents which is reflected properly in perceived importance.  Otherwise, each group 

will be considered equally in the final gap score which may lead the gap score into a 

tunnel version with narrow focus. To compute the weights, a methodology is applied 

based on the responses of all the participants to bring the overall perception of the 

market. Line wise responses of all the 113 respondents are re-grouped as per the result of 

EFA. The responses are collected from the scale for perceived importance as these 

weights represent the respective importance of different groups as advocated by the 

practitioners. Later on, average scale value is computed for each line item as shown in 

column 3 of the following table. For example, individual score for ‘Fund Flow Analysis’ 

as given by 113 respondents are summed and the divided by 113 to calculate average 

score. Average score for each group is computed in next step as shown in column 4 of the 

following table. This is done by summing the average scale value of each item in a group 

and then dividing the same with the number of items in the group. Average score for each 

group is summed up and then respective weight for each group is computed by dividing 

individual average score with the total as shown in column 5 of the following table. Gap 

score is copied as computed in the above template considering the response given by only 

one respondent which is shown in column 6 below. Finally, the weighted gap score is 

computed (column 7 in the table below) by multiplying weights with the gap score 

(column 5 × column 6) which is summed to have a final gap score. As per the example, 

the final gap score results to be 14.553. 
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Table 5: Computation of Gap Score 

Group Management 

Accounting Tools 

Average 

Score 

Average 

Score of 

Group 

Weights Gap 

Score 

Weighted 

Gap 

Score 

1 2 3 4 5 6 7 = 5 × 6 

Group 

1 

Cash Flow 

Statement 

Analysis 

4.390909091 4.074545455 

 

0.23 

 

24 5.449 

 

Ratio Analysis 4.045454545 

Budgetary Control 4.281818182 

Variance Analysis 3.809090909 

Fund Flow 

Analysis 

3.845454545 

Group 

2 

Theory of 

Constraints 

2.909090909 2.971428571 

 

0.17 

 

17 2.815 

 

Back-flush 

Costing 

2.563636364 

Process Re-

engineering 

3.390909091 

Activity Based 

Costing 

3.245454545 

Keizen Costing 2.5 

Target Costing 3.318181818 

Lean 

Manufacturing 

2.872727273 

Group 

3 

Responsibility 

Accounting 

3.554545455 3.65 

 

0.20 

 

12 2.441 

 

Segment 

Reporting 

3.554545455 

Balanced 

Scorecard 

3.318181818 

Total Quality 

Management 

4.172727273 

Group 

4 

Inter-firm 

Comparison 

3.490909091 3.809090909 

 

0.21 

 

10 2.123 

 

Standard Costing 3.881818182 

Variable Costing 4.054545455 

Group 

5 

CVP Analysis 3.363636364 3.440909 

 

0.19 

 

9 1.726 

 Absorption 

Costing 

3.518181818 

Total   17.94597394 1.00  14.553 

 

5.5 Range of Gap Score 

The value of the weighted gap score will follow a range between zero and 33.20 (Table 

6). Any change in template structure and formulation of weights and sub-weights will 
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eventually change the range value. This section presents a methodology of computing the 

range. The minimum and maximum value is computed as follows: 

Table 6: Range of Gap Score 

Group Management Accounting 

Tools 

Minimum 

Gap Score 

Maximum 

Gap Score 

Weights Minimum 

Range 

Maximum 

Range 

1 2 3 4 5 6 = 3 × 5 7 =4 × 5 

Group 1 Cash Flow Statement 

Analysis 

0 -4×2=8  

 

  

Ratio Analysis 0 -4×2=8 

Budgetary Control 0 -4×2=8 

Variance Analysis 0 -4×2=8 

Fund Flow Analysis 0 -4×2=8 

 Total 0 40 0.23 0 9.2 

Group 2 Theory of Constraints 0 -4×2=8    

Back-flush Costing 0 -4×2=8 

Process Re-engineering 0 -4×2=8 

Activity Based Costing 0 -4×2=8 

Keizen Costing 0 -4×2=8 

Target Costing 0 -4×2=8 

Lean Manufacturing 0 -4×2=8 

 Total 0 56 0.17 0 9.52 

Group 3 Responsibility Accounting 0 -4×2=8    

Segment Reporting 0 -4×2=8 

Balanced Scorecard 0 -4×2=8 

Total Quality Management 0 -4×2=8 

 Total 0 32 0.20 0 6.40 

Group 4 Inter-firm Comparison 0 -4×2=8    

Standard Costing 0 -4×2=8 

Variable Costing 0 -4×2=8 

 Total 0 24 0.21 0 5.04 

Group 5 CVP Analysis 0 -4×2=8    

Absorption Costing 0 -4×2=8 

 Total 0 16 0.19 0 3.04 

Total 1.00 0 33.20 

Thus a gap score close to zero represents better scenario in terms of application of 

management accounting tools whether a gap score close to 33.20 represents the poorest 

status.  

5.6 Gap Score and Intention to Switch 

Intention to switch means the possibility of the respondents to switch to another firm. 

This parameter acts as a proxy towards the level of satisfaction of employees. The 

presumption behind the selection of this construct is that the intention to switch will 
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affect the gap score. The response is captured by either ‘yes’ or ‘no’. To find out any 

relationship between gap score and intention to switch, the Mann-Whitney U test is 

applied. The test is a nonparametric test that can be used to analyze data from a two-

group independent groups design when measurement is at least ordinal. It analyses the 

degree of separation (or the amount of overlap) between the groups. The null hypothesis 

assumes that the two sets of scores are samples from the same population; and therefore, 

because sampling was random, the two sets of scores do not differ systematically from 

each other. The alternative hypothesis, on the other hand, states that the two sets of scores 

do differ systematically. The test results two important tables based on which the decision 

should be taken whether null hypothesis will be accepted or rejected. The ran ks table is 

the first table that provides information regarding the output of the actual Mann-Whitney 

U test. It shows mean rank and sum of ranks for the two groups tested (i.e., yes and no 

groups). The table is very useful because it indicates which group can be considered as 

having the higher gap score, overall; namely, the group with the highest mean rank. In 

this case, the ‘no’ group had the highest gap score. The test statistics table shows us the 

actual significance value of the test. Specifically, the test statistics table provides the test 

statistic, U statistic, as well as the asymptotic significance (2-tailed) p-value. From this 

data, it can be concluded that gap score in the groups do not differ significantly (U = 

687, p = .066).  

As per the output of Mann-Whitney U test, it can be concluded that the model is not 

statistically significant and thus null hypothesis is not accepted. In other words, alternate 

hypothesis is accepted which means that gap score varies with the intention to switch of 

the respondents. The justification of such conclusion is well-founded. A practitioner who 

has positive intention to switch, he may not be happy with the job definition which is 

responsible for low diffusion of management accounting tools leading to wider gap score.  

5.7 Gap Score and Profitability, Turnover, Net Assets 

The contingency theory is highly operative when the level of gap is discussed with 

reference to different size variables. This study also considers different size variables like 

profitability, turnover and net assets. Profitability is measured in terms of net profit 

percentage with four sub-groups. Turnover refers to annual sales and net asset is the 

value which is reached after deducting total liabilities from total assets. The grouping of 

all the three parameters is shown in the following table (Table 7): 

Table 7: Grouping of Profitability, Turnover, Net Assets 

Profitability Turnover Net Assets 

Less than 5% Less than 100 million Less than 100 million 

5% - 10% 100 - 1,000 million 100 - 1,000 million 

10.01% - 20% 1,001 - 10,000 million 1,001 - 10,000 million 

Above 20% More than 10,000 million More than 10,000 million 



Understanding Gaps in Management Accounting Practices: Exploratory Evidence 81 

 

As these parameters have four groups and distribution free assumptions hold true, 

Kruskal-Wallis Test, a non-parametric test is applied to test the hypothesis. Three 

different run of the test considering three different grouping variables are presented 

below (Table 8) in a comparative way for easy interpretation. 

Table 8: Test Statistics 

Tests Grouping Variables 

Profitability Turnover Net Assets 

Kruskal-Wallis Test    

Test Statistics - Asymp. Sig. .002 .685 .819 

Median Test    

Test Statistics - Asymp. Sig. .050 .824 .832 

Jonckheere-Terpstra Test    

Test Statistics - Asymp. Sig. (2-tailed) .000 .504 .846 

The above output results that only first null hypothesis out of three is accepted and other 

two is not accepted. It means the gap score doesn’t change due to change in profitability. 

However, changes in size of the firm in terms of turnover and net assets have a good 

bearing on the amount of gap score. It means that the size of the firms requires the 

application of more sophisticated management accounting tools and thus gap score varies 

for any change in the definition of size of the firms in terms of turnover and net assets. 

However, in terms of profitability, gap score doesn’t vary. The reason may be that none 

of the participating firms is enjoying super-normal profit due to the application of 

sophisticated management accounting tools.  

5.8 Regression Analysis 

Considering the normality in distribution, a multiple regression analysis is conducted to 

identify the explanatory power of different independent variables on gap score which is 

the dependent variable. The model is presented below: 

GSi = α + β1Accuracyi + β2Profitabilityi + β3Turnoveri + β4NetAssetsi + β5 

Intentiontoswitchi + εi 

Model summary reports a correlation coefficient (R) of .466 and coefficient of 

determination (R
2
) of only .217 which refers that the explanatory power of the model is 

very weak. However, the model is significant (p<.01) as reported in ANOVA table. The 

coefficients table shows the relationship between gap score and each independent 

variables along with the level of significance. The relationship can be interpreted as 

below (Table 9): 



82 Special International Edition, 2018 

 

Table 9: Analysis as per regression output 

Independent Variables Relationship with Gap Score Level of Significance 

Accuracy Negative Significant (p<.01) 

Profitability Positive Marginally Significant (p<.1) 

Turnover Negative Not Significant 

Net Assets Negative Not Significant 

Intention to Switch Positive Not Significant 

Negative relationship between gap score and accuracy refers that increase in gap score 

results decrease in accuracy and vice versa. However, the positive relationship between 

gap score and profitability which is marginally significant doesn’t carry any logical 

explanation. Turnover and net assets show negative relationship which is not statistically 

significant. Finally, intention to switch is positively related with gap score; however, it is 

not statistically significant. The collinearity statistics (Tolerance and VIF) also shows that 

multicollinearity problem doesn’t exist in the dataset. Based on the analysis, a summary 

on the test of hypothesis may be developed as given in Table 10 below: 

Table 10: Summary of Test of Hypothesis 

Sl. Hypothesis Result 

H1 Gap score doesn’t vary with the Intention to switch Rejected 

H2 Gap score doesn’t vary with the change in level of accuracy Rejected 

H3 Gap score doesn’t vary with the change in level of profitability Accepted 

H4 Gap score doesn’t vary with the change in level of turnover Rejected 

H5 Gap score doesn’t vary with the change in level of net assets Rejected 

6. Conclusion 

Studying management accounting practices in Bangladesh is always challenging due to 

management accounting as an emerging profession which always attract a twinkling 

feedback from the practitioners. In many firms in Bangladesh, management accounting 

functionality is being embedded with overall corporate accounting giving it an 

overlapping role in corporate decision making. Thus it is very commonly observed that 

one accountant serves the dual functions; sometimes as financial accountant and again as 

management accountant. This poor status in practice is caused by different reasons. 

Firstly, the country is still lead by service sector where the requirement of management 

accounting is not so explicit like financial accounting. Secondly, level of competition is 

not so bitter in the market that sophisticated management accounting practices are in less 

demand. Thirdly, management accounting profession in the country is still it its primitive 

form which causes a serious obstacle before smart diffusion of such practices. Fourthly, 
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socio-economic condition of the country is leaned towards the information generated by 

the conventional accounting. Fifthly, market awareness regarding the usability of 

management accounting practices to different stakeholder groups like consumers, 

regulators, owner-managers etc. is in a very poor state. These reasons collectively pave a 

weak foundation for the growth and maturity of sound management accounting practices 

generating a huge gap between the perception and application which is the main focus of 

this paper. 

The existing literature on studying gaps in management accounting practices takes a 

narrow perspective covering the gaps between theory and practice. It also addresses the 

motivation of researchers in choosing research topics having very less relevance in 

practice. Thus the real contribution of management accounting researchers in Current 

Body of Knowledge (CBK) is very insignificant which is also responsible for expediting 

gaps. This study extends the idea of gap bringing different agents and their role in 

developing gaps. In line with the methodology, this research is conducted based on a 

questionnaire survey where each respondent has a professional accounting background 

and represents different manufacturing firms located in Dhaka region. The questionnaire 

is a semi-structured one which captures the responses mostly in a face to face 

communication mechanism. The responses so collected are analyzed in a multistage 

process as proposed in PERAPPGAP Model to calculate a gap score for each 

participating firm which is later on related with some other firm specific parameters as 

hypothesized for testing. It serves two purposes together; it gives an objective definition 

of computing gap score and it confirms the theoretical validity through testing relevant 

hypotheses.              

As per the findings of the analysis, gap score varies with the intention to switch of the 

respondents with the meaning that when a practitioner is considering the option of 

switching for better options, he will depict some sort of reluctance towards the current 

job resulting a higher gap score. In other hypotheses, gap score is tested with 

profitability, turnover and net assets of firms. The result shows that the gap score doesn’t 

vary with the profitability, however, it varies with turnover and net assets of firm. It 

means that the gap score is related with the size of the firm but it has no bearing on the 

profit earning capability of the firm. In an extended analysis through regression, it is also 

found that the gap score is negatively related with accuracy which is statistically 

significant. This is an important finding which means that the higher gap score will result 

lower accuracy which is also theoretically justifiable. However, two other parameters in 

regression model (profitability and intention to switch) shows positive direction and two 

other parameters in repression model (turnover and net assets) shows negative direction 

with relation to gap score. All of these variables are not statistically significant except 

profitability measure which is marginally significant. These findings confirm the earlier 

findings of non-parametric tests. 
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The findings of the study result some strategic dimensions. Computation of gap score and 

a continuous endeavor to reduce the gap score can improve decision making quality. The 

reasons of higher gap score specific to different firm can be directly identified and 

addressed to reduce the gap score in a later time period. It also shows the potential benefit 

that a firm can avail from improvement in gap score. The analysis of gap score creates 

conducive environment that will bring different sophisticated management accounting 

techniques in practice. At the same time, the role of management accountants needs to be 

understood to reap the maximum benefit out of them. They are not the bean counter with 

the clerical role like a traditional steward rather they are the strategic partner to lead a 

board towards strategic success. The exploratory evidence presented in this study reflects 

the common scenario in an emerging economy. The maturity of an economy is 

intertwined with the management accounting environment which needs to be carefully 

observed. This paper highlights a self-assessment exercise to understand the weakness 

which needs to be addressed for gradual improvement. It helps to identify gaps, reduce 

gaps, improve decision making quality and bring discipline in internal corporate 

management affairs.  
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