
ICCE 2012 Page 217 

 

DECENTRALIZATION AND MANAGERIAL PERFORMANCE: A NOTE ON THE 

INTERVENING ROLE OF MANAGEMENT ACCOUNTING SYSTEM 

By:  

NUR AZLINA, KAMALIAH &TENGKU HERMA YULITA 

 

Riau University 

ABSTRACT 

 This study aims to examine whether management accounting systems (MAS) mediate the 

relationship between decentralization and managerial performance.  Responses of 52 managers 

of banking company in Kota Pekanbaru using questionnaire. The data were analyzed by using 

regression path analysis.  Based on the response analyses of those 52 operational, marketing 

and human resources managers, the research result show that there are significant direct and 

indirect effect between decentralization and managerial performance through the use of 

management accounting system.  The result indicated that higher decentralization and 

availability of management accounting system were associated with higher managerial 

performance. This study, therefore conclude that management accounting system mediate 

relationship between decentralization and managerial performance significantly. 
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1. BACKGROUND 

To be able to survive in a company would need a  good performance, and one way of a 

good performance that can be achieved that  the management must be able to make the right 

decision-making process.  

One of the functions of the Management Accounting System (MAS) which is part of the 

organization's control system is to provide a source of important information to assist the 

managers in controlling the activity and in reducing the uncertainty in the business environment 

to achieve organizational goals  successfully (Gordon and Miller, 1976; Waterhouse and Tiessen, 

1978; Atkinson et al, 1995 in Nazaruddin, 1998). 

Contingency theory is based on the premise that there is no management accounting 

system that can be universally used in a variety of environmental organizations (Muslichah, 

2003).  

Some management accounting research has been done using a contingency approach to 

evaluating an organization's external factors (such as the intensity of market competition, 

changes in organizational technology, and environmental uncertainty), which allegedly can cause 

a more effective MAS (Gul, 1991; Faisal, 2006). Several previous studies tried to identify the 

contextual variables such as decentralization and interdependence (Chenhall and Morris, 1986) 

perceived environmental uncertainty (Gul, 1991), decentralization and PEU (Gul and Chia, 

1995), decentralization (Chia, 1995; Nazaruddin, 1998 ), the uncertainty of the task (Chong, 

1996), strategy and PEU (Chong and Chong, 1997), environmental uncertainty and 

organizational structure (Supardiyono, 1999), as well as the intensity of market competition, 

strategy, and PEU (Faisal, 2006) that it may affect the  relationship between MAS and the 

performance information.  
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Contingency approach attracts the interest of the  researchers because they want to know 

the reliability of a management accounting system which always  have the same effect on any 

condition or not. Then,  based on contingency theory  there is a presumption that there are other 

situational factors that may interact in a certain condition. Starting from this contingency 

approach  the possibility of differences in the level of decentralization will also lead to the 

differences in accounting management information requirements. 

Research Gul and Chia (1994) of 48 managers of manufacturing and non manufacturing 

companies in Singapore  proved  that the decentralization and broadscope and aggregation 

characteristics associated with the increasing managerial performance at the time of high 

uncertainty. Rustiana (2000) examined the effect of management accounting systems, 

decentralization on managerial performance with a three-way interaction (three-way interaction). 

The results of the production and marketing managers who are in the Indonesian Capital Market 

Directory 1999, consistent with research conducted Gul & Chia  (1994) that decentralization and 

characteristics of information broadscope improve the  managerial performance in the current 

environment of high uncertainty, but that’s not related to the  aggregation. 

Juniarti and Evelyne (2003) examined the relationship of the MAS information 

characteristics of managerial performance. The Research is to measure  the managerial 

performance in three indicators: the ability to plan, target attainment and progress beyond the 

company's managers. The results of sales and marketing manager of a manufacturing company 

in East Java showed a significant relationship between the characteristics of information 

integration and the timeliness with which performance is measured in the ability of managers to 

plan, but not related to the characteristics broadscope and aggregation. 

As it’s said before, the contingency approach which has been at the core of many 

research and management accounting systems had been tested empirically using the "interaction 

(moderating)" or "mediating (intervening)" (Gordon and Greeve, 2004). 

Almost all the studies above  are to investigate the direct effect (interaction) between the 

variables of decentralization and the performance characteristics of the MAS manager. To 

develop  more comprehensive overview and to  complete  the existing explanations required an 

investigation of an indirect impact on the effects of decentralization and the characteristics  of  

MAS information with the performance of the manager (Imron, 2004). 

Research conducted by Soobaroyen and Poorundersing (2008) examined the effect of 

decentralization, and the uncertainty on the performance of managerial duties with the MAS as 

an intervening variable. Research conducted on manufacturing firms in developing countries of 

Africa, Mauritius. The result is a positive relationship exists among all the characteristics of the 

MAS and managerial performance. However, only decentralization that proved to be 

significantly affected as a contextual variable. Therefore, decentralization appears only 

effectively through the wider availability of broadscope, of a high aggregation and of a high 

integration  and uncertain tasks do not have a significant relationship. 

This study replicates Nazaruddin’s research (1998) with a research model and 

Poorundersing Soobaroyen (2008). The important thing that distinguishes this study from earlier 

ones are: 
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1. In the previous study Nazaruddin (1998) examined the effect of the interaction between 

decentralization and performance characteristics of the MAS on the moderating model. In the 

present study the researchers wanted to see the indirect relationships between the 

decentralization variables and the characteristics of the MAS with the managerial performance  

using intervening model. 

2.The Previous research conducted a study on manufacturing firms, while this study conducted a 

study on corporate banking. 

 From  the background of the study above, the formulation of the problem in this study 

are: 1) How’s the relationships between the decentralization, the characteristics of accounting 

information systems management with managerial performance? 2) Does the use of MAS 

information characteristics mediate the relationship between the decentralization and the 

managerial performance? 

STUDY REFERENCES 

A. Characteristics of Accounting Information Systems Management 

Management accounting system is an information system that collects operational and 

financial data, process, store and report to the user that the workers, managers and executives 

(Atkinson et al. 1995). 

One of the important role of management accounting information system is to provide 

information to the right people with the right way and at the right time. Information served to 

increase the ability of management to understand the circumstances  of the surrounding 

environment and to identify the relevant activity (Nazaruddin, 1998). 

From the research results done by the chenhall and Morris (1986) , there has been found  

the empirical evidence on the characteristics of useful information according to the perceptions 

of managerial that consists of broadscope information, timeliness, aggregation, and integration. 

 

Decentralization 

Decentralization is generally indicated by the level of decision-making that occurs within 

the organization. The higher the degree of decentralization, the lower hierarchy where decisions 

will be made (Chia, 1995). 

With decentralization, the top managers  delegate  the authority and responsibility to the 

lower managers with the certain powers. 

Delegation is given to the lower (subordinate) management in decision-making authority 

and this  will be followed by its responsibility of the activities  done. Authority  provides  the 

right to determine the assignment, while the responsibility is the obligation to achieve a 

predetermined task (Hellriegel and Slocum, 1987). 

Decentralization  gives the greater access information to the managers  in terms of 

planning and control activities of the company  compared to  the corporate level (Waterhouse 

and Tiessen, 1978). 

 Having the decentralization will create a greater responsibility to the managers in 

performing their duties and give  the freedom to act. And  decentralization will increase the 

independence of the managers to  think and to  act as a team without compromising the needs of 
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the organization. Decentralization requires an independent member of the team and its 

commitment to the organization. 

 

Relationship of Decentralization  With the Characteristics of  the MAS Decentralization 

Decentralization is the delegation of authority and responsibility to the  managers. Level 

of delegation itself shows how far the higher management  allows the lower management to 

make the policy  independently (Heller and Yulk 1969). The Authority here is to give the sense  

as the right to determine the assignment, while the regonsibility is the obligation to achieve a 

predetermined task (Hellriegiel and Slocum, 1978). 

Decentralization is one of the parameters of the organization that has received significant 

attention in accounting research (Chia, 1995). There are only two dimensions  of MAS  

positively  related to the decentralization, namely aggregation and integration (Chenhall and 

Morris, 1986). They conclude that broadsope and timeliness of information which are  important 

for both managers in both centralized and decentralized structures. 

An adequate organizational structure equipped with adequate information from the management 

accounting system will allow for the higher managerial performance. Chenhall & Morris (1986) 

states that information broadscope management accounting system will be needed to serve the 

diversity of the decisions reached by managers of decentralization in the area of pricing, 

marketing, inventory control and labor negotiations. Hence the decision to transfer  the power 

and responsibility must be supported by a sophisticated  of  MAS information (Soobaroyen and 

Poorundersing, 2008). 

Nazaruddin (1998) also found that managers of 66 companies listed on the Indonesian 

Capital Market Directory 1997 and the Standard Trade & Industry Directory of Indonesia 

Volume I in 1995/1996, that at a high level of decentralization of the required characteristics of 

accounting information systems management more reliably to the large positive effect on 

managerial performance. 

Soobaroyen research and Poorundersing (2008) on the production and marketing 

managers of manufacturing companies in Mauritius found that there was a positive significant 

relationship between decentralization and the MAS, but there is a weak relationship to the 

characteristics of information aggregation. Based on the above research  the hypothesis is 

derived as follows: 

H1: There is a positive relationship between decentralization and the MAS 

 

The  Relationship of MAS Charecteristics  with Managerial Performance  

As it’s been explained previously that the higher the level of decentralization, the more 

complex information needs. Organizational units not only need information relating to the unit 

itself, but also information relating to other units. Broad scope of information provided by the 

MAS provides managers  of  varieties  alternative  solutions to be considered. This allows 

managers to understand the problems that occurred  better (Bouwes & Abernethy 2000; 

Abernethy & Guthrie 1994; Chenhall & Morris 1986). 
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Some studies of  MAS (Chenhall and Morris, 1986; Chia, 1995) explicitly does not affect 

the performance of  MAS, but it’s  more focused on moderating effects of situational variables. 

However, other of  MAS research is being more influenced by  the intervening research  than the 

moderating ,  the results at a glance looks like a little debate on the direct effect between the 

MAS and managerial performance (Chong and Chong, 1997). 

In considering the technical features and contemporary management accounting 

practices, it’s  more conceptual  associated with the dimension of MAS broadscope.  However, 

none of these techniques can affect performance if the dimensions of aggregation, timeliness, 

and integration are at low levels (Soobaroyen and Poorundersing, 2008). The only studies that 

were able to find a positive influence throughout the characteristics of MAS  information with 

the performance  of the study Chia (1995), but his research is valid only at a high level of 

decentralization for example: low decentralization makes a negative relationship between MAS 

and  the performance. 

Characteristics of information which are available within the organization will be 

effective if it can support the information user or decision-makers. Correspondence between the 

information with the needs of decision makers will improve the quality of decisions to be taken 

and may ultimately improve the performance (Nadler and Thusman, 1998). 

Chia (1995) concluded that the high level of decentralization, the  use of the information 

characteristics of management accounting systems  will reliably  increase the performance. 

Soobaroyen research and Poorundersing (2008) concluded that there is a significant relationship 

between the MAS and the managerial performance. 

Based on the above description then the hypothesis will be derived as follows: 

H2: There is a positive relationship between the MAS and  the Managerial Performance 

 

Mediating Variable Characteristics of the MAS Information With the Decentralization and  

the Managerial Performance 

 

The hypothesis is built on this section focuses on the influence of mediating variables of 

the MAS information characteristic of the relationship between decentralization and managerial 

performance. Soobaroyen and Poorundersing (2008) proved that there is no direct relationship 

between decentralization and performance through the use of the information characteristics of 

management accounting systems. 

The Research of Chenhall and Morris (1986) proved that there is no direct influence on 

the uncertainty  environmental with the characteristics of broadscope information and 

aggregation  through the decentralization. 

Soobaroyen and Poorundersing (2008) concluded that there was a significant influence  

against  the  management accounting systems with the decentralization and  the managerial 

performance. From the above research , the  hypothesis will be derived: 

H3: MAS characteristics mediate the relationship between  the decentralization and the 

managerial performance. 
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Research Model 

From the explanations that have been described, it could be said that the  decentralization 

and the characteristics of accounting information systems management broadscope have a 

relationship to the performance. The relationship can be described by the following research 

model: 

 

 

 

Figure. 1 The relationship of decentralization, the characteristics of the MAS information and 

managerial performance. 

 

RESEARCH METHODS 

 

A. Data and Sample 

The  population study is the entire of banking firm located in the city of Pekanbaru, Riau. 

This study uses the respondents which consisted of  functional-level managers or the Head of the 

banking firm managers  located in the city Pekanbaru. The questionnaires that’s being  back and 

can be processed as many as 50 questionnaires from 100 questionnaires sent. 

 

B. Measurement of Variables 

Decentralization is measured with instruments that have been developed by Gordon and 

Narayanan (1984). Characteristics of management accounting information system is measured 

by the instruments used by Chenhall and Morris (1986). The instrument consists of five items of 

information  which their statements are about broadscope, four items of information  which their  

statements regard to the timeliness, seven items of information which their statements  are about 

aggregation and 3 points on which informations are integrated. Managerial performance is 

measured using self-rating instrument developed by Mahoney, et al (1963). This instrument has 

eight dimensions. It covers the eight dimensions of managerial performance in the areas of 

planning, investigation, coordination, evaluation, supervision, staff selection and representatives 

and  another dimension is to measure the performance as  a whole. Respondents were asked to 

measure their own performance using a Likert scale from 1 to 7 (1 = performance is below 

average and 7 = above average performance). Previous researchers using the same measurement 

(Indriantoro, 1993; Nazaruddin, 1998; Riyanto, 1998; Supardiyono, 1999 and Rustiana, 2000). 

 

DISCUSSION AND ANALYSIS OF RESULTS 

 

1. Validity and Reliability Test 

Validity of the carried out test from all the questions of decentralization variables are 

declared valid, while the variable   of  12 MAS questions is valid  while the two-dimensional 

decentralization  

(X1) 

managerial 

performance. 
(Y) 

 

the characteristics 

of the MAS 

information (X2) 
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aggregation, namely the question of  13 and 21 points are not valid. The reliability test done  

obtained  the results that  Croanbach Alpha> 0.5 (Nunnaly, 1967) Table 4.1 so it can be 

concluded that the use of  instruments research are reliable . 

 

Tabel  4.1 

Test Results   Reliability 

 

Variable  Items Croanbach Alpha 

Decentralization 5 0,7468 

Broadscope 6 0,7285 

Timeliness 4 0,8628 

Aggregation 9 0,8652 

Integration 3 0,8137 

Managerial performance. 9 0,8473 

 

2. Classical Test Assumptions 

Normal PP Plot of test results (normal probability plot) for the variable KM, 

decentralization and management accounting systems shown that the  dots spread around the 

diagonal line, as well as the distribution approaches the diagonal line and  this regression model 

meets the assumption of normality. 

Tabel 4.2  

Test Results Multilkolinearitas 

 

No. 
Variable VIF Result 

1.  Information characteristic of Broad Scope 

SAM  

1,437 Not  

Multilkolinearitas 

2. Information characteristic of  Timeliness SAM 2,148 Not  

Multilkolinearitas 

3 Information characteristic of  Aggregation 

SAM 

2,600 Not  

Multilkolinearitas 

4 Information characteristic of Integration SAM 3,114 Not  

Multilkolinearitas 

5 Decentralization 1,314 Not  

Multilkolinearitas 

Table 4.2 Test Results Multilkolinearitas 

Based on Table 4.2 above  all  the independent variables value of VIF were less than 5 

and the tolerance value close to 1.  So it can be concluded that the regression model is free from 

multicollinearity problems. 

Tabel 4.3 

Autocorelation Test Result 

Model R R Square 

Adjusted 

R Square 

Std. Error of the 

Estimate 

Durbin-

Watson 
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1 ,590(a) ,348 ,274 6,62400 1,588 

a  Predictors: (Constant), DEC, INTEG, BROAD, TIME, AGGREG 

b  Dependent Variable: KM 

Table 4.3 Autocorrelation Test Results 

 

Figures obtained from the above table the Durbin Watson 1.588, these figures indicate 

that the regression model in this study are free of autocorrelation, because the figure is between -

2 to 2. 

From the Scatterplot  graph, it appears that the dots spread randomly, do not form a clear 

pattern,  it spreads as well as the  above and below the zero (0) on the Y axis.  Therefore, it can 

be concluded that the regression model in this study is free of  the heteroscedasticity. 

 

A. Hypothesis Testing 

Once  the data has been  collected, selected for its completeness, validity and reliability 

tested, then the   hypothesis test will be developed. Testing the hypothesis in this study treated 

with Path Analysis and data processing program SPSS 15.0 (Ghozali. 2005). 

The results of the pattern of relationships between variables that have been processed 

using regression path analysis can be seen in the following figure: 

 

Figure 4.2 The pattern of relationships between variables 

 

 

1. Hypothesis Testing 1 

H1: There is a positive relationship between decentralization and management accounting 

system dimensions 

Based on the results of testing the relationship between Decentralisation variables and 

Management Accounting System (MAS), the analysis gives the standardized value of beta 

coefficient   of 0.464 for the variables of decentralization (DEC). The analysis shows that 

decentralization has a positive and significant relationship of MAS with p value = 0.001. The 

analysis showed that the decentralization variables have direct effects on MAS with a 

significance value of <0.05. 

The results of this research supports the study conducted by Soobaroyen (2008) which 

states that there is a positive relationship between decentralization and Management Accounting 



ICCE 2012 Page 225 

 

System (MAS). However if it’s been conducted the testing of the relationship between the 

decentralization of each dimension of MAS (broadscope, timeliness, aggregation, integration), 

there is a weak positive relationship between decentralization to the integration dimensional  

MAS with the coefficient p = 0.068 (Appendix) 

These results are consistent with the  research done by Chia (1995) and Nazaruddin 

(1998) which stated that a high level of decentralization  leads  to the ability of information 

processing at a number of managers who  involved in the decision made   the delegation of 

higher authority  is required. Similarly, the availability of information characteristics of 

management accounting system, if the higher the level of availability is, it will improve the 

higher the  quality of decisions made by managers. 

The results also support the research conducted by Rustiana (2000) that these results 

support a contingency association between the level of decentralization and  broadscope MAS 

information. Therefore we can conclude that hypothesis 1 is received 

 

2. Hypothesis Testing 2 

H2: There is a positive relationship between the dimensions of Management Accounting System 

(MAS) and Managerial Performance. 

The results obtained from the testing of the second hypothesis showed that there’s a 

significant and positive relationship between characteristics of the Management Accounting 

System (MAS) and managerial performance as it’s seen in Figure 4.3. This supports the results 

of research conducted by Soobaroyen (2008).  And  also with the results of research conducted 

by Nazaruddin (1998). 

If the test results carried out from each of the dimensions of MAS (broadscope, 

timeliness, aggregation, and integration) to the managerial performance so the relationship is 

positive but not significant . Because we can see in appendix 4.3 broadscope has a standard beta 

coefficient of 0.242 and p = 0.116, has timeliness standard beta coefficient 0.247 and p = 0.175, 

aggregation has a standard beta coefficient 0.030 and p = 0.895, integration has a standard beta 

coefficient 0.219 and p = 0.307. All levels of significance on this hypothesis> 0.05. 

The study also does not support the research conducted by Gul and Chia (1994) in which 

the dimensions of Accounting aggregation associated with managerial performance with 

decentralization as a moderating variable in the model study. And timeliness associated with 

managerial performance (Tsui, 2001) in (Soobaroyen, 2008). 

The only studies conducted by Chia (1995) that have found positive relationships 

between all dimensions of the MAS with the  managerial performance  at the high uncertainty of 

the  decentralized environment . 

Sophisticated and qualified information systems  will greatly assist the  managers in 

providing the  effective and  the efficient decisions in this study,  the characteristics of 

information systems is not significantly associated with managerial performance without the 

influence of the other contextual variables, namely decentralization. Therefore we can conclude 

that the second hypothesis is rejected. 
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3. Hypothesis Testing 3 

H3: Characteristic dimensions of MAS (broadscope, timeliness, aggregation, integration) 

mediate the relationship between decentralization and managerial performance. 

From the results of hypothesis testing  done, it appears that the standardized beta 

coefficient of 0.304 with the significance of 0.035 (p <0.05) which means that the direct 

relationship between decentralization and managerial performance is 0.304. While  Indirect 

Decentralisation relationship  and Managerial Performance through broadscope dimensions 

0.083, 0.103 through timeliness dimension, through the aggregation dimension 0.011, and 

through the integration dimension of 0.055 (Appendix). This means Characteristics of 

Management Accounting System (MAS)  mediate the relationship between the decentralization 

and the Managerial Performance.  

 It can be concluded that the Decentralization indirectly effects  on Managerial 

Performance, so it can be concluded the third hypothesis is accepted. 

This hypothesis  supported research that has been done by Soobaroyen (2008) which 

proves that there is  indirect relationship between decentralization and managerial performance 

through management accounting system characteristics. 

This is because the policy of decentralization has a beneficial effect in terms of quality 

and sophistication Management Accounting System (MAS) for the functional-level managers. 

 

CONCLUSIONS AND DISCUSSION 

 

A. conclusion 

The results of evaluation research model and  testing hypotheses conducted in this study 

resulted in several conclusions, those are :  

1.  From the results of normality test data show that the proposed regression model for each 

variable, is free from  the interference of the  multikolonearitas, the autocorrelation, and the  

heteroskedastisias. 

2. Testing of the first hypothesis suggests that decentralization has a direct and significant impact 

on every dimension of Management Accounting System (MAS) with a significance level of 

<0.05. So it prooves that  the higher the level of delegation of authority (decentralization) then 

the more information is needed in making  the decisions. So the study results are consistent 

with the studies conducted by Soobaroyen (2008). 

3. The results of the second testing hypothesis can be concluded that the characteristics of the 

Management Accounting System (MAS) has a positive effect on managerial performance, but 

the relationship is not significant because all the dimensions of the MAS are at the 

significance level> 0.05. Because the performance of managers in the company did not only 

increase with the availability of qualified information and shopisticated  but it’s  also 

influenced by other contextual variables , that is the decentralization. 

4. The third hypothesis testing results conclude that decentralization affects directly and 

indirectly with  the managerial performance. Decentralization relationship on managerial 
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performance has a positive and significant direct, but the  indirect effects have only the 

positive relationship but  it’s not  significant. 

 

B. limitation 

1. The Research will only be performed on the functional manager, the head of department, and 

the manager of corporate banking operations, so the results hasn’t  been able to be generalized 

yet. 

2. This study did not consider all the variables that may affect the knowledge of the functional 

manager, operations, and the section- chief on decentralization  relationship  and the 

managerial performance with the characteristics of management accounting systems as the 

intervening variables. This study assumes only one contextual variable that is decentralized. 

For further research, there’s  also important to consider the possible influence of uncertainty 

task, job satisfaction, organizational strategy,  uncertainty environtmental, technological 

change, the intensity of market competition and the organizational culture that might affect  

the managerial performance. 

3. The use of  the self-rating scale to measuring the  managerial performance as it’s done by 

several researchers (Gul, 1991; Chong, 1996 and Nazaruddin, 1998; Supardiyono, 1999; 

Rustiana, 2000) may lead to the tendency of respondents to measure their higher performance  

than they should, so the performance judging tends to be higher (leniency bias). Chong (1996) 

assumes that in order to reduce the leniency bias there should be considered the more 

objective performance measures which those are return on assets (ROA), return on investment 

(ROI).  ROA and ROI size are expected to measure the actual performance of the managers. 

4. The sample size can also lead to the different results. 

C. Suggestions 

1. The results of this study is expected to provide  the input for all the managers in the banking 

companies especially  in the city of Pekanbaru  that the decentralization has an important role  

of decision-making process (decision making), so the decisions that will be  be generated by 

the managers become more effective and efficient. 

2. For further research, there needs to be done  the research on the  government agencies. 

3. For further research there will be necessary to study using the structural equation model 

analysis tool (SEM). 
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