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1. Introduction

Management Accounting Systems (MAS) have long been central to business operations,
providing critical data for decision-making, performance evaluation, and planning. However, the
implementation and use of these systems often have behavioral implications that can
significantly influence the effectiveness of the system, and the outcomes it generates. Beyond the
purely technical aspects of MAS, it is essential to understand how individuals and groups within
an organization interact with and respond to these systems.

In a highly competitive business environment, effective cost management and performance
measurement are paramount. However, organizations must also manage the human factor —
the way individuals react to, use, and sometimes resist accounting systems. The purpose of this
research is to explore these behavioral implications, specifically how different design elements
of MAS (such as performance measurement systems, budgeting, and control mechanisms) affect
the behavior of managers and employees, and how these behaviors, in turn, influence the overall
effectiveness of the system.

The research will identify the key behavioral factors that affect the use and success of MAS,
including motivation, participation, goal congruence, and the behavioural consequences of
control systems. Additionally, it will assess the role of MAS in shaping organizational culture
and decision-making processes. Ultimately, the paper will demonstrate that understanding the
behavioral implications of MAS is as important as the technical design itself for the
achievement of organizational goals.

2. Cost Management Systems: An Overview

2.1 Definition and Functions of Management Accounting Systems

A Management Accounting System (MAS) is a framework used by organizations to collect,
store, analyze, and disseminate financial and non-financial data for management purposes. These
systems assist managers in making informed decisions by providing relevant cost information,
financial forecasts, and performance evaluations. The key functions of MAS include:

e Budgeting and Forecasting: Estimating future financial needs and revenues.
e Cost Allocation and Control: Managing expenses to ensure that the company remains
within budget.

AMonthlyDouble-BlindPeerReviewedRefereedOpenAccessinternationale-Journal-IncludedinthelnternationalSerial Directories
InternationalJournalinManagementandSocialScience
http://www.ijmr.net.inemailid-irjmss@gmail.com Page447



http://www.ijmr.net/
mailto:irjmss@gmail.com

[JMSS Vol.3 Issue-9, (Sep 2015) ISSN:2321-1784
ImpactFactor-4.358
e Performance Evaluation: Assessing the effectiveness of organizational strategies and
employee performance through Key Performance Indicators (KPIs).
e Decision Support: Providing data to support tactical and strategic decisions (e.g.,
pricing, product mix, investments).

Despite these technical functions, how individuals interact with these systems is of paramount
importance, as MAS often influence not just financial outcomes, but employee behavior,
organizational culture, and overall performance.

2.2 Behavioral Accounting: A Brief History

Behavioral accounting is a field that emerged in the 1970s, driven by the recognition that
accounting systems and financial reports are not just objective tools, but are embedded in human
behavior. The research in this field has focused on how individuals respond to financial
information and control systems within organizations. Early scholars, such as Anthony
Hopwood, identified that managerial actions and decisions were not solely based on the
information provided by the accounting system but were also shaped by psychological factors
and organizational context.

For example, budgetary participation was found to have both positive and negative impacts on
organizational performance. While participation in budgeting may increase motivation and
ownership, it can also lead to budgetary slack, where employees overstate costs to make their
targets easier to achieve. Similarly, performance-based rewards can improve motivation but may
also lead to gaming behavior, where employees focus on achieving metrics at the cost of overall
organizational goals.

2.3 Key Behavioral Constructs in MAS

There are several key behavioral constructs in MAS that affect how managers and employees
interact with and respond to the system:

e Goal Congruence: The alignment of personal and organizational goals. Effective MAS
should encourage behavior that supports the organization's overall objectives.

e Motivation and Incentives: The influence of performance measures on individual
behavior. These systems can motivate employees to achieve desired outcomes, but poor
design can lead to negative behaviors like gaming or information manipulation.

e Participation: Involvement in decision-making processes such as budgeting or
performance evaluation. Participation can enhance commitment and motivation but, if not
well-managed, may lead to unrealistic expectations or inefficiencies.

e Control vs. Autonomy: The balance between providing control and allowing freedom
for creativity and initiative. Overly stringent control mechanisms can reduce employee
autonomy and motivation.
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3. Review of Literature

3.1 Participation in Budgeting and Its Behavioral Impacts

Budget participation is one of the most studied aspects of behavioral accounting. Studies
suggest that when employees are involved in budgeting and goal-setting processes, they are more
likely to accept the targets and work toward achieving them. Hansen & Mowen (2009) argue
that participative budgeting leads to higher job satisfaction, goal congruence, and better
organizational commitment. However, there are caveats; when the budget is too demanding or
unrealistic, employees may engage in budgetary slack to create a cushion that makes it easier
for them to meet their targets. This issue was noted by Ghosh (2011) in his study on budgetary
participation in Indian organizations, where he found that participative budgeting led to
information distortion and manipulation of budget figures in some cases.

3.2 Performance Measurement Systems and Motivation

Performance measurement is another critical component of MAS that influences managerial
behavior. According to Merchant (1985), the design of performance measurement systems
impacts motivation by defining what is expected of employees. When performance measures are
perceived as fair and controllable, employees are more likely to accept them and work toward
achieving them. However, performance measures that are unrealistic or uncontrollable may
result in disengagement, lower motivation, or even oppositional behavior. Furthermore, when
performance metrics are tied to rewards, employees may focus too narrowly on the metrics that
are measured, ignoring broader organizational goals.

3.3 Control Systems and Organizational Behavior

The role of control systems within MAS has been explored extensively, especially in terms of
their impact on organizational culture. Anthony (2007) argues that control systems often create
a tension between the desire for oversight and the need for autonomy. When employees feel too
controlled, they may experience reduced morale and increased resistance to the system. On the
other hand, a lack of control may lead to inefficiency and failure to meet organizational
objectives. Therefore, the key is to find the right balance between monitoring and
empowerment. According to Basu (2013), companies that adopt a flexible control system that
allows for employee participation while ensuring sufficient oversight tend to have higher
employee engagement and performance.

4. Conceptual Model of Behavioral Implications of MAS

Based on the literature reviewed, a conceptual model of behavioral implications of MAS can be
proposed. This model focuses on the interaction between MAS design features, behavioral
mediators, and organizational outcomes.
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MAS Design Features — Behavioral Mediators — Behavioral Outcomes — Organizational

Effectiveness
4.1 MAS Design Features

These are the features embedded in the MAS that influence how individuals within the
organization interact with the system. For instance, participation in budgeting, clarity of
performance measures, reward systems, and the level of control provided to employees all
play a role.

4.2 Behavioral Mediators

These are the psychological or behavioral responses that mediate the relationship between MAS
design and outcomes. Key mediators include motivation, goal congruence, perceived fairness,
and information sharing.

4.3 Behavioral Outcomes

The outcomes that result from the interaction of MAS design and behavioral mediators include
system acceptance, information use, gaming behavior, performance improvement, and
decision quality.

4.4 Organizational Effectiveness

The ultimate objective of MAS is to improve organizational performance. Effective MAS should
lead to increased profitability, strategic alignment, and improved decision-making.

5. Data Analysis and Empirical Evidence

5.1 Data Collection

For the purpose of this study, data will be collected from organizations that have implemented
MAS across various industries. This data will include both financial and non-financial
performance metrics, as well as qualitative data on employee perceptions and participation in
MAS.

5.2 Statistical Analysis

Correlation analysis will be conducted to determine the strength of the relationship between
MAS design features (e.g., performance measurement, reward systems) and behavioral outcomes
(e.g., motivation, goal congruence). Regression analysis will further be used to identify the
impact of specific MAS features on organizational effectiveness.

5.3 Case Study Approach

A case study approach will be used to explore how different companies implement MAS and the
behavioral outcomes that result. This will involve interviews with managers and employees to
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gain insights into their experiences with MAS, focusing on motivation, participation, and

information use.

6. Practical Implications for Managers

6.1 Aligning Organizational Goals with MAS Design

Managers should ensure that performance measures are closely aligned with organizational
goals. This will help enhance goal congruence and reduce the likelihood of employees engaging
in negative behaviors like gaming or information distortion.

6.2 Balancing Control and Autonomy

Managers need to find a balance between control and autonomy in MAS design. While control
systems are necessary to ensure accountability, too much control can lead to demotivation.
Giving employees some autonomy and involving them in decision-making (e.g., budgeting
participation) can help improve engagement and performance.

6.3 Fostering Trust and Transparency

Building trust in the MAS is crucial. Managers can foster trust by ensuring that performance
measures are perceived as fair, and that the rewards tied to those measures are seen as
attainable and reflective of the employee’s contributions.

7. Conclusion

The behavioral implications of management accounting systems are a crucial aspect of their
effectiveness. While these systems are designed to collect, manage, and report financial data,
their success or failure depends significantly on how individuals within an organization interact
with them. The behavioral responses to MAS—such as motivation, goal congruence, and
participation—qreatly affect their ability to improve organizational effectiveness.

This study highlights that MAS should not only be viewed as a technical tool for decision-
making, but as a system that interacts with human behavior, influencing organizational culture,
performance, and decision-making processes. For businesses to maximize the potential of
MAS, it is essential to design systems that foster engagement, trust, and motivation, and ensure
that they are aligned with the organization’s strategic goals.
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