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Abstract: The study is expected to explore the practice of cost and management accounting 
mechanism of manufacturing industry in Bangladesh. In doing so, a total of 66 
manufacturing organizations has been surveyed with a structured questionnaire by using 5 
point Likert Scale measurement. Findings reveal that out of forty nine cost and management 
accounting mechanisms, budgetary control is the most frequently used mechanism by the 
sample. Simultaneously, some new mechanism of cost and management accounting like 
Kaizen costing, six sigma and value engineering are not well informed by the sample. The 
study has also recognized 12 components that has explained 79.862 percent of the total 
variation in the application level of cost and management accounting mechanisms. The 
findings are expected to contribute to develop the perception about the practice of cost and 
management accounting. The modern cost and management accounting practices enable the 
business organization to improve the innovative capacity of the organization and flexibility 
so that it can continually change and improve performance. 
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1. Introduction 

Innes, John, Mitchell and Sinclair (2000) assert that the survival triplet today for any company is 
how to manage product/service cost, quality, and performance. The customers are continuously 
demanding high quality and better performance products/services and at the same time, they want 
the price to be reasonably low. The shareholders are also demanding a required rate of return on 
their investment from the company. Thus cost has become a residual. The challenge is being able 
to manufacture products or provide services within the acceptable cost framework. They also have 
affirmed that cost management has to be an ongoing and continuous improvement activity within 
the company so as to enhance profitability and survive. 

The goal of any cost management accounting system is to provide relevant and timely information 
to management. This information supports better management of corporate resources in 
production of products or provision of services, and improves competitiveness in terms of costs, 
quality, and profitability. The focus of cost management should be on decisions and the various 
cost management techniques, systems and measurements that spur and help managers to make 
wiser economic decisions (Horngren 2006).  

The author has selected manufacturing industry as it is the first area where actually cost and 
management accounting practices have been developed. Most of the organizations in developing 
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countries are not well informed about the application of cost and management accounting 
mechanism. In the last decades, cost and management accounting has gained importance in all 
areas of corporate arena. The purpose of the present study is expected to explore the cost and 
management accounting mechanism practicing level in manufacturing industry of Bangladesh. 
The remainder of this paper is structured as follows: firstly, the author has reviewed the related 
literature. This is followed to set the objectives to be explained. Next section focuses on the 
methodology. Then analysis and findings are given. And finally conclusion has been drawn. 

2. Literature Review 

According to Shah Haider et. al. (2011), management accounting is introduced as an advanced 
version of cost accounting after second world war. It’s early advocates has claimed that it would 
make accounting more useful in assisting managers in their decision making function. As the 
discipline has failed to live up to the promise now strategic management accounting has been 
presented as a messiah for the discipline of accounting. New promises have been made that while 
the traditional management accounting failed to make use of strategic thinking and other 
qualitative aspects of management the new discipline is likely to make accounting more relevant 
and important for managers. The empirical evidence on successful diffusion of strategic 
management accounting is still not overwhelming.  

Parallel to the developments in other developed and developing countries, perception about 
implementation of cost and management accounting practices are gaining momentum in 
Bangladesh. In Bangladesh, the research on Cost Management Accounting Practice (CMAP) is 
very rare that make the researchers interested to initiate a research in this area. It will enlarge the 
scope of further researches benefiting the practitioners to come up with feasible solutions to the 
problems identified in the research (Shil, Nikhil Chandra1; Alam, Mohammad Faridul; Naznin, 
Mahmuda, 2010). Since Johnson and Kaplan (1987) first has alerted the accounting community to 
management accounting’s apparent loss of relevance to management and other information users, 
there has been a plethora of (particularly) prescriptive research suggesting changes to cost 
management accounting systems, techniques and practices. 

Chenhall H. Robert and Smith Langfield Kim (1998) has identified that the rates of adoption of 
traditional management accounting practices are higher than recently developed techniques in 
Australian manufacturing firms. However, newer techniques, such as activity-based costing, are 
more widely adopted. Adler et. al. (2000) has done a detailed examination of manufacturers' 
adoption and utilization of advanced management accounting techniques as well as perceived 
barriers as structural and environmental changes to implementation of new techniques by 
surveying 165 New Zealand manufacturing sites. Joshi P.L. (2001) has examined a sample of 60 
large and medium size manufacturing companies in India that the adoption rate in India for 
traditional management accounting practices is higher than for the recently developed techniques. 
Gluch & Baumann (2003) have focused on the usefulness of LCC in Environmental decision 
making. 

Vergauwen G. M. C.  Philip and Kerckhoffs Christian (2005) has done a  case study which 
showed Activity  Based  Costing  (ABC)  and  throughput  accounting  (TA)  as  accounting tools  
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to  “structure”  technical  (process)  insights  in  an  accounting  context.  Anand et. al (2005) has 
shown that the Balance Scorecard adoption rate is 45.28 per cent in corporate India compared with 
43.9 per cent in the USA in performance measurement. Sarkar Bakul James & Yeshmin Farjana 
(2005) has focused on the budget as one of the most common techniques to evaluate the 
performance from the survey of 30 organizations. The authors also have shown the effect of 
responsibility accounting to show the accountability of the organization. 

George Joseph (2006) has found the management accounting techniques are driven by the 
organizational change. Cadez Simon (2006) has identified 17 Strategic management accounting 
(SMA) techniques from the survey of 108 large Slovenian manufacturing companies. Al-Omiri 
Mohammad and Drury Colin Drury (2007) has conducted a paper which has been unable to 
establish strong links between ABC adoption and those contextual factors. Results indicate that 
higher levels of cost system sophistication are positively associated with the importance of cost 
information, extent of use of other innovative management accounting techniques, intensity of the 
competitive environment, size, extent of the use of JIT/lean production techniques and the type of 
business sector. Bidhan C. M. (2007) has examined the status of use of management accounting 
techniques in the manufacturing enterprises of Bangladesh where modern techniques like Activity-
Based Costing, Target Costing, Just-in-Time (JIT), Total Quality Management (TQM), Process 
Reengineering and The Theory of Constraints (TOC) are not well used in the sample in 
comparison to traditional techniques like ratio Analysis, Standard Costing, Cash Flow Analysis.  

Hart F. J. De and Wet De Johannes (2008) have investigated that how existing management 
accounting and financial management techniques can be adjusted to incorporate the EVA 
perspective. Lamminmaki Dawne (2008) has conducted a study on the nature and antecedents of 
accounting systems involved in hotel outsourcing decision-making and control. It appears that 
accounting appraisal of outsourcing proposals rarely include long-term oriented sophisticated 
techniques such as the discounting of future cash flows.  

Budde Jorg (2009) investigates the role of variance analysis procedures in aligning objectives 
under the condition of distorted performance measurement. Wegmann Gregory (2009) tries to 
improve the Activity-based Costing method in the application of strategic management accounting 
practice. Shil Nikhil Chandra (2009) has highlighted Economic Value Added (EVA) as 
performance measurement tool. Yeshmin and Das (2009) have found that managers of the 
financial institutions are very much satisfied in application of budgetary control analysis and 
variance analysis to measure their performance among the fourteen management accounting 
techniques. At the same time managers were very much dissatisfied in application of segment 
reporting. Yeshmin and Fowzia (2010) have revealed that ratio analysis, budgetary control, CVP 
analysis, variance analysis and fund flow analysis are using frequently in managerial functions.  

Hoozee Sophie and Bruggeman Werner ( 2010) has conducted a paper which shows how 
collective worker participation and leadership style influence the emergence of operational 
improvements during the design process of a time-driven activity-based costing (ABC) system in a 
case study setting. Fei and Isa (2010) have focused on the success of ABC system in advanced 
manufacturing and competitive environment. Chand  Mohinder & Dahiya Ashish (2010) has 
investigated and reported the importance and usage of management accounting techniques in 429  
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Indian SMHEs’ which has great impact on different firm's aspects especially on cost reduction and 
quality improvement. Uyar Ali (2010) has surveyed 61 manufacturing companies in Istanbul and 
Turkey to show the cost and management practices where the most widely used product costing 
method is job costing. Wehmann Gregory (2010) has analysed the strategic management 
accounting concept to show what extend the ABC developments could be included in a strategic 
approach of the management accounting. 

Alleyne Philmore and Weekes-Marshall Diana (2011) has examined the management accounting 
practices in three manufacturing companies within a public limited group company in Barbados by 
Semi-structured interviews were done with a financial controller, production/operations manager 
and supervisor in each company where budgetary control was used as control tool. Yeshmin & 
Hossan (2011) has found that cash flow statement analysis, ratio analysis, budgetary control, CVP 
analysis, variance analysis and fund flow analysis have been frequently high-ranking techniques. 
Fowzia & Nasrin (2011) have been attempted to examine the influence of different types of cost 
and management tools in profit planning decisions in 70 manufacturing organizations. Shil Nikhil 
Chandra and Pramanik Alok Kumar (2012) have studied that how an ABC costing system that 
improves operations and to better meet the needs of customers in a more cost – effective manner. 
Jayeola et. al (2012) has examined the relationship that exists between Kaizen cost management 
technique and profitability of small and medium scale enterprise in Ogun State, Nigeria. Institute 
of Cost Accountants of India (ICAI), 2012 has advised how various types of cost and management 
accounting tools (Table - 01) are used to serve different objectives of any organization. 

Table – 01: Cost and management accounting tools (ICAI guidance note, 2012) 

Purpose Cost and Management accounting tools 

Control Budgetary control, standard costing  variance analysis 

Cost computation Full (absorption) costing, job, batch, process or contract 
costing, activity based costing, time driven ABC 

Cost reduction Total quality management, kaizen costing, value 
engineering, lean manufacturing, value analysis, six sigma 

Pricing and decision making Target costing, life cycle costing, throughput costing, 
variable or marginal costing 

Total performance management Balance scorecard, performance prism, performance 
pyramid, business objects, business intelligence. 

Jagtap Kishor Nivrutti (2013) has seen that the banks are practicing Cost and Management 
Accounting tools and techniques in their day to day business activities.  The real impact of the 
Cost and Management Accounting practices will be seen, felt and experienced when the bank will 
use Cash and Fund Flow Statement, Capital Budgeting. Shadmehr Fahimeh & Moradi Dr. Mahdi 
(2013) have developed hypothesis in relation with various methods of management accounting 
showed that the degree of importance practices of costing system, performance evaluation, & 
strategic analysis was not high - on the contrary - degree of importance of budgeting practices was 
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high. Hossein et. al (2013) have  examined the level of using the management accounting in 
planning, controlling and pricing the services and the tasks by four and five star hotels of Tehran, 
and evaluate their problems in using the management accounting methods. Comfort E a 
Omorogbe and Ehizojie Ighodalo  David (2013) have recommended that small and medium firms 
should explore management accounting control techniques in designing and executing marketing 
strategies in order to enhance their financial performance. Rahman et. al. (2014) has suggested that 
the strengthening the decision-making mechanism required a strong relevant costing and its proper 
application. 

The present study has emphasized on the practice of forty nine cost and management accounting 
mechanisms of manufacturing industry in Bangladesh. This study would help to assess the 
implication of cost and management accounting in Bangladesh. 

3. Objectives of the Study 

i. to evaluate the practice of the cost and management accounting mechanism; 

ii. to show the application level cost and management accounting mechanism; and 

iii. finally, to promote cost and management accounting practice in Bangladesh. 

4. Methodology of the study 

This study is an exploratory research. As the concept of cost accounting has been emerged 
from manufacturing industry, this study would help the researchers to see the practice of cost 
and management accounting mechanism in manufacturing industry in Bangladesh. By using 
component matrix, the study would show to what extent cost and management accounting 
mechanisms are used in the manufacturing industry. 

4.1 Sample Selection: In this study the sample size is taken 66 manufacturing units (Table- 
02) listed (www.dhakastock) under Dhaka Stock Exchange which represents 57.39% of 
the total population.  

Table- 02: Sample Size of the Study 

Categories Population Sample 

Cement 7 03 

Ceramics 5 03 

Food & Allied 18 11 

Pharmaceuticals 27 15 

Textile 36 25 

Tannery 5 04 

Fuel & Power 17 05 

Total 115 66 

4.2 Data Collection: Two types of data collection methods have been used to collect data as 
discussed below: 



108 Journal of Business Studies, Vol. XXXVI, No. 2, August 2015 

4.2.1 Primary data: 

The required primary data was collected by providing a structured close-ended 
survey questionnaire based on 5 point Likert measurement scale (where 1 represents 
always, 2 represents frequently, 3 represents sometimes, 4 represents rarely and 5 
represents never) to each individual of the mid level management of  the sample.  

4.2.2 Secondary data:  Secondarily, different books, articles, manuals, websites and other 
secondary data were reviewed for literature review and other purposes. 

4.3 Survey Period: Primary data of this study have been collected within the period from 
May 2014 to September 2014. 

4.4 Data Analysis 

The authors have used two statistical techniques in this paper.  

 Mean is used to evaluate the relative significance of the cost and management 
Accounting Mechanisms. 

 Rotated Component Matrix has been applied to extract the common components 
to show the application level of cost and management accounting mechanisms. 

5. Analysis and Findings 

The main objective of this study to explore the application of cost and management 
accounting practices of manufacturing organization in Bangladesh. At first mean score has 
been measured to analyze the relative significance of the cost and management accounting 
mechanisms (Appendix –I). Among the forty nine cost and management accounting 
mechanisms Table – 03 shows the most relative practiced mechanisms and most hardly 
practiced mechanism.  

Table-03: Most and hardly Practicing Cost & Management Accounting Mechanisms 

Most practiced mechanism 
(mean score<3) 

N Mean 
score 

Hardly practiced 
mechanism 

(mean score>3) 

N Mean score 

Budgetary control 66 1.2903 Kaizen costing 66 4.8720 

Cash flow statement analysis 66 1.3356 Six sigma 66 4.3462 

Total quality management 
(TQM) 

66 1.7907 Operating leverage 66 4.3425 

Capital Budgeting 66 1.8172 Value engineering 66 4.2850 

Financial statement analysis  66 1.9060 Absorption costing 66 4.2772 

The above table has been revealed that the sample companies are frequently practicing the 
mechanisms like budgetary control, cash flow statement analysis, TQM, capital budgeting and 
financial statement analysis. The mean value of the practicing of these mechanisms is below 2. 
And on the other hand the sample companies  are still in behind to practice new modern 
mechanisms like Kaizen costing, Six Sigma, operating leverage, Value Engineering and 
absorption costing. These mechanisms has been valued in average above 3. 
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Then the author has used rotated component matrix to extract the components to see the 
application level of cost and management accounting mechanisms. Those components have been 
extracted which has eigenvalues greater than unity. It has seemed that the extracted 12 
components (Table – 04) can be explained as much as 79.862 percent of the total variation of 
application.  Among the rotated components first component shows the highest loading as 26.299 
percent of the total variation. That is this component belonging seventeen cost and management 
accounting techniques as TQM, TOC, process reengineering, ERP, job order costing, RCA, 
throughput accounting, transfer pricing, cost-benefit analysis, risk management, VBM, EVA, full 
cost accounting, uniform costing, life cycle costing, ROI and HRA, has been adopted in the 
sample company at least scale. The second component shows 12.624 percent i.e. ten mechanisms 
as opportunity costing, balanced scorecard, MBE, inter firm comparison, Kaizen costing, EMA, 
service costing, contract costing, high low method and Least square method are not frequently 
know to the sample. Among the rest of the components third and ninth components highlight two 
mechanism which are mostly significant as budgetary control, variance analysis, CVP analysis and 
financial statement analysis. Because these two components show 7.843 percent and 2.543 percent 
respectively of the total variation of application of the cost and management accounting 
techniques in manufacturing industry of Bangladesh. 

Table – 04: Components Extracted from Component Matrix 

Components 
  

Cost and management accounting 
mechanisms 

Total number 
of mechanism 

% of 
Variance Cumulative % 

1 TQM, TOC, process reengineering, 
ERP, job order costing, RCA, 
throughput accounting, transfer 
pricing, cost-benefit analysis, risk 
management, VBM, EVA, full cost 
accounting, uniform costing, life 
cycle costing, ROI and HRA. 

17 26.299 26.299 

2 Opportunity costing, balanced 
scorecard, MBE, inter firm 
comparison, Kaizen costing,  EMA, 
service costing, contract costing, high 
low method and Least square method. 

10 12.624 38.923 

3 Budgetary control and variance 
analysis.  

2 7.843 46.766 

4 Fund flow analysis, variable costing, 
process costing and operation costing. 

4 6.427 53.193 

5 Differential costing, JIT, flexible 
budget, six sigma, value engineering 
and operating leverage. 

6 5.735 58.928 

6 Cash flow statement analysis, ABC, 
capital budgeting 

3 4.998 63.926 

7 Standard costing 1 4.825 68.751 
8 Target costing 1 2.726 71.477 
9 CVP analysis and Financial statement 

analysis  
2 2.543 74.020 

10 Absorption costing 1 2.354 76.374 
11 Segment reporting 1 2.143 78.517 
12 Responsibility accounting 1 1.345 79.862 
 Total 49   
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Gradually Fourth component shows four mechanisms as fund flow analysis, variable costing, 
process costing and operation costing. Six mechanisms are highlighted by fifth component. Cash 
flow statement analysis, ABC and capital budgeting are rotated by sixth component which are also 
mostly used mechanism now a days. The rest of each component rotates single mechanism which 
shows their self significance in every sphere of manufacturing industry. That is these five 
mechanisms like responsibility accounting, segment reporting, absorption costing, target costing 
and standard costing have been applied in the most of the manufacturing industry. 

6. Conclusions 

The application of new modern cost and management accounting mechanisms enable the 
organization to improve the innovative capacity of the organization and flexibility so that it can 
continually change and improve performance. This research has surveyed the current practice 
level of various cost and management accounting mechanisms in manufacturing organizations of 
Bangladesh. Findings show that the manufacturing companies operating in Bangladesh are not 
well informed about some new mechanism of cost and management accounting. This research 
provides less insight into precise nature and details of these mechanisms, and the organizational 
processes and actions that precede or are initiated by these mechanisms. There is further scope to 
improve to some extent. Using alternative approaches (e.g., case study research, and interview 
method), one may attempt to investigate why and how companies implement various 
contemporary management accounting techniques, pitfalls in implementing and their success in 
achieving intended goals. But the findings of this study are expected to contribute to develop the 
perception about cost and management accounting. This study has implied the necessity to apply 
cost and managerial accounting mechanisms by the manufacturing organizations operating in 
Bangladesh. The outcomes of this study would be more or less rationale for a developing country 
like Bangladesh.  
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Appendix – I: 

Mean Score of   Forty Nine Cost and Management Mechanism 

Mechanism Mean 
score 

Mechanism Mean 
score 

Mechanism Mean 
score 

Budgetary control  
1.2903 

Total quality 
management (TQM) 

1.7907 
Capital budgeting 

1.8172 

Variance analysis 
2.0293 

Theory of constraints 
(TOC) 

3.7814 
Risk management 

2.4192 

CVP analysis 
2.2860 

Just in time (JIT) 
4.0233 

Human resource 
accounting (HRA) 

2.2458 

Financial statement 
analysis 1.9060 

Inter firm comparison 
4.1300 

Value based 
management 
(VBM) 

3.5942 

Fund flow analysis 
1.9060 

Process reengineering  
3.7697 

Economic value 
added (EVA) 

3.0233 

Cash flow  statement 
analysis 

1.3356 
Kaizen costing 

4.8720 
Full cost 
accounting 

3.7482 

Activity base Costing 
(ABC) 

2.7452 
Flexible budget 

2.9406 
Service costing 

3.4428 

Variable costing 2.3113 Six Sigma 4.3462 Contract costing 3.7824 

Absorption costing    
4.2772 

Enterprise resource 
planning (ERP) 

2.9070 
Operation costing 

2.0528 

Target costing 2.8442 Job order costing 2.7442 Uniform costing 3.8345 

Differential costing 3.9605 Process costing 2.4192 High-Low method 3.4653 

Standard costing 
2.3113 

Value engineering 
4.2850 

Least square 
method 

3.4653 

Opportunity costing 
3.4353 

Resource consumption 
accounting (RCA) 

3.1792 
Operating leverage 

4.3425 

Segment reporting 
2.5744 

 Throughput 
accounting 

4.0000 
Return on 
investment (ROI) 

2.4336 

Responsibility 
accounting 

2.4635 
Transfer pricing 

3.5621 
Life cycle costing 

2.6847 

Balanced scorecard 3.5421 Cost-benefit analysis 2.0432  

Management by 

exception (MBE) 

 

3.8310 

Environmental 

management 

accounting (EMA) 

3.5127 

 


