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Abstract This paper compares the use of management accounting practices in SBl and DCCB
units operating in Karimnagar district of Telangana state, using data obtained from a survey among 25
SBI and 25 DCCB units. The main aim is to identify the significant management accounting practices
used in the sample respondents and to investigate whether management accounting practices differ
significantly between SBI and DCCB units, and whether these differences can be explained by
differences in terms of demographic characteristics. The findings of study identified most important
management accounting practices in the sample SBI and DCCB units. This research found significant
differences in the application of management accounting practices among the Indian SBI and DCCB
units. The results indicate that there is no significant relationship between management accounting
practices variables and respondents’ characteristics. Finally, this study contributed to the current
knowledge in management accounting practices in SBI and DCCB units.
Keywords: DCCB, Management Accounting, Banking.

INTRODUCTION

In current era of business environment there is a lot of competition in business and corporate
world in developed as well as developing countries. Management accounting practices are very
essential to success for the organization and these practices have been used in traditional way in
organization. Management accounting is the practical science of value creation within organizations in
both the private and the public sectors.

Bank is the any institution, which collects and lends money having a motive of profit.
According to Walter Leaf “A bank is a person or corporation which holds it out to receive from the
public, deposits payable on demand by cheque”. Thus we can say that a bank is a financial institution
which deals in debts and credits. It accepts deposits, lends money and also creates money. It bridges
the gap between the savers and borrowers. Banks are not merely traders in money but also in an
important sense manufacturer of money

Karimnagar district located in the northern part of Telangana with a fast growing
demographics and economy in the state. State Bank of India is the lead bank in Karimnagar district of
Telangana State functioning with 52 branches in this district. The Co-operative mechanism in India is
of organization nature. Though the existence of Co-operative institution is independent of different
layers, their working is same and it aims at maximum social benefit. The District Co-operative Credit
Bank Machinery is created mainly for the development of agricultural occupation in India.
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The District Co-operative Credit Bank (DCCB) is the apex body for providing credit to
agriculture and other sectors in Karimnagar district of Telangana state. There are 47 branches
functioning under the District Co-operative Credit Bank of Karimnagar District.

The District Co-operative Credit Banks seek to mobilize the limited and scanty resources of the middle
and working classes and harness it with the Co-operative mechanism thereby mobilizing public deposits
and serving the varied needs of the District and semi-District population. As a result of this, the District
co-operative has emerged as “the shield of the weak rather than the word for the strong”. It has greatly
and substantially contributed in economic liberation and empowerment of the ‘have-notes’ thereby
providing accessible and reasonable credit facilities, and ample investment opportunities, and banking
facilities for people with small means thereby ensuring their economic empowerment. With the
adoption of the LPG policy, Indian economy is extended its scope thereby becoming global, open
market-driven, and more liberal opening new avenues and prospect of opportunities not only for
expected international and national trade and industrial progress.

So, District Co-operative Credit Banks as a unique model of economic empowerment in District and
semi-District area has its own unique features, significance and place in District economy of the
country.

The enormous changes during the last ten years in DCCB operations and information technology have
dramatically affected the environment of management accounting practices in SBI units. Also recent
research has introduced new measuring and reporting concepts that, in turn, have created an expanded
role of management accounting in DCCB organisations especially SBI units. These developments
required that more exploratory studies should be conducted in the area of management accounting in
comparative nature.

In light of the above, the objective of this study is to identify the significant management accounting
practices used in the sample respondents and to investigate whether management accounting practices
differ significantly between SBI and DCCB functioning in Karimnagar district of Telangana state and
whether these differences can be explained by differences in terms of demographic characteristics.

THEORETICAL CONSIDERATIONS AND HYPOTHESIS DEVELOPMENT

During the recent past numerous studies have been appeared in the field of management literature to
explore the application of management accounting practices in different countries (Chand and Dahiya
, 2010; King Robyn et al. , 2010; Yeshmin Farjana and Fowzia Rehana, 2010 and Maliah Bt. Sulaiman
etal., 2004). In other words, these studies have identified some of the management accounting practices
in a broader sense which are widely used globally. However, most of the study in relation to
management accounting techniques conducted in world is on manufacturing firms as the concept of
management accounting has emerged in manufacturing organizations. Now researchers and
academicians are trying to pay attention on the SBI and DCCB units as management accounting plays
the critical role in creating a competitive advantage for the organizations(Chand and Dahiya, 2010;
King Robyn et al., 2010; Yeshmin Farjana and Fowzia Rehana, 2010). Joshi (2001) examined the
management accounting practices in a sample of 60 large and medium size manufacturing companies
in India. The findings reveal that the adoption rate in India for traditional management accounting
practices was higher than for the recently developed techniques. Yeshmin Farjana and Das Sumon
(2009) revealed that the financial institutions used budgetary control analysis and variance analysis to
measure their performance among the fourteen management accounting techniques. Narasimhan and
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Thampy (2002) designed activity-based costing system for ascertaining DCCB cost for different
customers with a case study of two branches of a large Indian private sector bank. The use of activity-
based cost information in benchmarking, branch network restructuring, business process outsourcing,
and identification of value-added and non-value added activity has been argued.

Collier and Gregory (1995) highlighted the role of management accounting in the provision of
information in the development of strategic plans as well as for monitoring the market and competitors’
price structure and costs. Similarly, Mia and Patiar, (2001) opined management accounting can assist
tourism and SBI organizations in making decisions relating to sales promotion, pricing, and
profitability. Further, Lowry (1990) stated that the characteristics of DCCB units differ from those of
manufacturers on a number of criteria including average number of employees. The accounting
implications of these circumstances may include reappraisal of the behavioral assumptions of
management accounting; the roles of budgets; appropriate budget use styles; the utility of management
accounting in ambiguous situations; and qualitative research into organizational contexts.

LeBruto et al. (1997) stressed that cost volume profit analysis appears to be a practice that is strongly
used by manufacturing companies in the food business. Further, Ittner and Larcker (2002) pointed out
that management accounting practices as a variety of methods specially considered for businesses so
as to support the organization’s infrastructure and accounting processes. Management accounting
practices can include budgeting, performance evaluation, information for decision-making; and
strategic analyses are some of the methods used among many others. Similarly, Abdel-Kader and
Luther’s (2006) analysis of the accounting practices used suggests that the management accounting
systems employed in many food and drinks companies are not particularly sophisticated. Taking the
industry as a whole, there is little evidence of management accounting directly connected with ‘value
creation’. There are, however, indications that increased use may be expected of techniques relating to
cost of quality information, nonfinancial measures relating to employees, and analysis of competitors’
strengths and weaknesses.

Anderson and Lanen (1999) presented a broad overview of changes in management accounting
practices in India after economic reforms. They suggested that increased competition, an increased level
of delegation in strategic processes and increased internationalization were main factors affecting
changes in management accounting practices of Indian firms in 1991. Similarly, Maliah Bt. Sulaiman
et al. (2004) examined the extent to which traditional and contemporary management accounting tools
are being used in four Asian countries: Singapore, Malaysia, China, and India. They suggested that to
succeed in the present dynamic business environment, tools or strategies such as JIT, ABC, TQM,
process re-engineering, life cycle assessment, and target costing would greatly enhance the ability of
corporations to meet global competition. Further, Liagat Ali (2006) pointed out that there is a lack of
knowledge concerning the current state of management accounting practices in developing countries
like India. It is argued that due to cultural factors, Indian manufacturing companies are slow in adopting
new management accounting practices. The study found that ‘overall profitability’ and ‘cost reduction’
are the major priorities for management accounting in Indian companies.

Chand and Dahiya (2010) investigated and report the importance and usage of management accounting
techniques in Indian SMHEs, and to identify the major barriers that are experienced by Indian SMEs
in the SBI industry in their efforts to implement management accounting techniques in their businesses.
They suggested that management accounting techniques have a great impact on different firms’ aspects
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especially on cost reduction and quality improvement. Further results indicate the major obstacles for
application of management accounting techniques in Indian SMHEs relating to ownership and size
characteristics and extensive high cost. Many authors have conducted studies on management
accounting in SBI industry (Chand and Lal, 2008; Burgess, 1996; Gipson, 2002; Garrison and Noreen,
2000; Potter and Schmidgall, 19999; Jones, 1998; DeFranco, 1997; Pickup, 1985; Mia and Patier, 2001;
Brander and McDonnell, 1995; Atkinson and Brander Brown, 2001; Harris and Mongiello, 2001;
Lamminmaki, 2008). However, most of the studies were of a particular organisation and were not at
comparative nature. In fact, today’s business environment is more complex and interdependent.

Thus, present research has been conduct to avoid this gap and focus on SBI and DCCB functioning in
Karimnagar district of Telangana state in India.

HYPOTHESES

The study provides three hypotheses in order to achieve objectives:

H1: There is a set of common management accounting practices that is of most importance.

H2: There are significant differences in management accounting practices between SBI and DCCB
units.

H3: There is a positive association between the control variables (demographic) and use of management
accounting techniques.

RESEARCH METHODOLOGY

Sample and Data

Data were collected using mail questionnaires. The questionnaires were addressed to CEOs, mangers
of 25each of SBI and DCCB branches operating in Karimnagar district of Telangana (Tablel). The data
were analysed using SPSS. The questionnaire was tested for reliability and internal consistency using
Cronbach a. This test calculates the reliability coefficient (a) if one variable is removed from the
original set of variables in the questionnaire. This test helps to determine the set of variables with high
reliability based on a coefficient above 0.80.

Measures

Management accounting Practices: We used existence of 25 management accounting practices (see
first column of Table 2) measured on a Likert-type 5-point scale ranging from 1 = never 5 = very often
in case of usage and 3-point scale (1 = not important, 2 = moderately important,3 = important) for
importance. For the classification of the management accounting practices we followed the
methodologies of Chand and Dahiya ((2010).
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RESULTS AND DISCUSSION
Distribution of Sample According to Demographic Characteristics (N=50)

SBI branches (N=25) DCCB branches (N=25)

Frequency Percentage Frequency Percentage
Age (in years)
<5 4 16.00 3 12.00
6-10 7 28.00 12 48.00
11-15 7 28.00 6 24.00
16-20 4 16.00 4 16.00
>21 3 12.00
Capital (in million Rs)
<10 4 16.00 6 24.00
11-30 8 32.00 13 52.00
31-50 6 24.00 3 12.00
51-70 4 16.00 3 12.00
>71 3 12.00
Employees (numbers)
<100 6 24.00 6 24.00
101 - 300 8 32.00 13 52.00
301 -500 4 16.00 6 24.00
501 -700 3 12.00 00 00
> 701 4 16.00
Turnover (millions Rs.)
Less than 1 million 6 24.00 6 24.00
1-5 million 13 52.00 12 48.00
5-10 million 3 12.00 7 28.00
Above 10 million 13 12.00 -- --

*Sources: Primary Data Collected through questionnaire.

Table 1 presents the distribution of the sample organizations according to the controls used in the study.
The vast majority of respondents were in the age group 6-15 years. With respect to the size of the
organisation, 72% of the sample SBI branches and 88% DCCB branches were rather medium
organisations with less than 50 million Rs in operating capital, and 66% of the sample respondents were
also medium organisations with less than 300 employees.

In order to assess the set of management accounting practices in the Banking units that is of most
importance, or in other words to be able to test H1, a confirmatory factor analysis with varimax rotation
on the 25 individual management accounting practices was performed categorized into the five groups
of ‘costing system’, ‘budgeting system’, ‘performance evaluation’, ‘information for decision making’,
and ‘strategic analyses’. The Kaiser-Meyer-Olkin test of sphere city and the Bartlett’s test of adequacy
provided support for the factor analysis. Furthermore, the requirements followed in this study were the
following: eigenvalues > 1, cut-off points >0.40, cross-loadings > 0.10, and Cronbach’s alpha >
0.70.Table 2 presents the results from exploratory principal components factor analyses with varimax
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rotation on the25 individual management accounting technique items categorized into five groups. The
management accounting technique items were factored into five factors explaining from 52.00 to 85.00
percent of total variation. The first factor (management accounting practices) we label as ‘costing
system’ (CS) that comprises ABC costing, operating costing, use of both incremental and non-
incremental costs and regression and or learning curve technique. The second factor ‘budgeting system’
(BS) comprises budgeting for planning, budgeting for cost control, activity based costing, flexible
budgeting, and zero-based budgeting. The third factor ‘performance evaluation’ (PE) consists of
financial performance measures, performance measures related to customers, performance measures
related to employee, performance measures related to operation, economic value added and
benchmarks.

Table 2: Factor Analysis Results for the Management Accounting Practices Items

Facto_r \E/);;;::;irloe: Eigen | Cronbach Mean
Loading (per cent) Values | alpha

1. Costing System (CS) 83.12 2.70 0.84

e ABC costing 0.85 3.65
e Operating costing 0.82 2.79
¢ Ui ofboh el nd - .
. zi%:]eizsdgn and or learning curve 0.69 265
2. Budgeting System (BS) 83.50 2.47 0.87

e for Planning 0.82 3.85
e for cost control 0.79 3.79
e Activity based costing 0.81 3.80
e Flexible budgeting 0.77 2.60
e Zero-based budgeting 0.78 2.75
3. Performance Evaluation(PE) 80.10 2.49 0.80
e Financial measure(s) 0.66 2.86
. E:jr;?:rg:rls measure(s) related to 0.80 380
. E:Jr;ar\;;l:rll measure(s) related to 085 375
e Economic value added 0.70 2.70
e Benchmarks 0.69 3.60
Ell.Dl)nformatlon for decision making 7970 176 081
e CVP analysis 0.68 2.60
e Product profitability analysis 0.66 3.62
o  Customer profitability analysis 0.66 2.56
e Discounting cash flow for 074 376

investment evaluation
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. Non-discounting _cash flow for 0.72 374
investment evaluation

5. Strategic analysis (SA) 80.20 1.78 0.80

e Long range forecasting 0.65 2.45

e Product life cycle analysis 0.61 3.55

e Industry analysis 0.60 2.60

e SWOT analysis 0.62 3.62

*Sources: Primary Data collected through questionnaire.

The fourth factor ‘information for decision making’ (ID) comprises CVP analysis, product profitability
analysis, customer profitability analysis, discounting cash flow for investment evaluation and non-
discounting cash flow for investment evaluation. Finally, the fifth factor ‘strategic analysis’ comprises
long range forecasting, product life cycle analysis, industry analysis, SWOT analysis, and integration
with suppliers’ or customers’ value chains.

Summarizing the findings shown in Table 2, it may be said that the set of ABC costing, budgeting for
planning, budgeting for control, activity based costing, financial measure to operation, profitability
analysis, discounting cash flow for investment evaluation, SWOT analysis, financial measure(s) related
to employee, integration with suppliers’ or customers’ value chains may constitute the most import ant
management accounting practices in the Banking units. In light of these results H1 may be accepted,
supporting that there is a set of management accounting practices in the Banking units that is of most
importance. These results may be similar with the findings of Chand and Dahiya (2010).

Table 3 presents the t-test result comparing perceived management accounting practices in the SBI and
DCCB units. Mean comparison yielded a few significant differences and they were in the hypothesized
direction. In most of the cases of DCCB units obtained higher mean score compared to its counterpart.
In the rest of the cases the mean differences were not significant although DCCB units had always an
edge over the SBI units. Analysis of the data suggests that the management accounting practices in the
sample respondents were, on the whole, not well-founded. Most respondents were able to provide
reasoned justification for the practices that they employed. The findings also provide needed
implementation guidelines to practitioners for effective management accounting practices
implementation and gives possible reasons to explain some cases of DCCB and SBI units where the
perceived benefits fell short of expectations. Thus, results indicated that DCCB units will be rated
higher than SBI units on management accounting practices.

In light of these results we may reject H2; supporting that there are significant differences in
management accounting practices between DCCB and SBI units.

In order to assess the relationship between some of the controls (or demographic variables) and f
management accounting practices, or in other words to be able to test Hypothesis 3, multivariate was
performed. The results of this analysis are summarized in Table 4. The results provide the following
picture. First, for the management accounting practices (MAP) in SBI enterprise effect is negative and
statistically significant (see column [1]). This result can be interpreted as supportive evidence for the
fact that DCCB units use MAP significantly less often than SBI enterprise do. This finding supports
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the hypothesis on the relationship between the level of development and the choice of the MAP as
discussed in this paper. This result hold seven if we include control variables for size, age, number of
employee and capital (column [2]). Moreover, the results show that the choice for the CS is also
determined by the size of the firm and the age of the respondents; both variables have a negative and
statistically significant coefficient. This means that SBI units use the CS method less often than DCCB
units do.

Further, table 4 shows that the SBI units effect for the capital is positive and significant, which indicates
that the BS is used more often by SBI units than by DCCB units (column [3]). Note, however, that the
coefficient is only significant at the 10 percent confidence level. If we introduce the control variables
in the model, the capital effect is still positive, yet it becomes insignificant (column [4]).

This suggests that the choice for the BS may not really be different between both the respondents. This
finding is perhaps somewhat surprising in the light of the hypothesis on the all management accounting
practices as discussed, based on which we might have expected that DCCB units are more regular users
of management accounting practices than SBI are. On the other hand, combined with the findings with
respect to the use of the AMAYV, these findings may make sense. It might be the case that in recent
years SBI units have been substituting their management accounting practices to edge over the rivers.

The results partially supported H3, that there is a positive association between the enterprise
characteristics and the adoption of management accounting practices.

CONCLUSIONS AND SUGGESTIONS

The scope of this paper was three-fold purpose; first, to explore the significant management accounting
practices used in the sample respondents and to investigate whether management accounting practices
differ significantly between SBI and DCCB and whether these differences can be explained by
differences in terms of demographic characteristics.

The study showed that respondents perceived that the management accounting practices employed
within their units were very effective and contributed to the success of the organisation. It was also
found that the management accounting practices were consistent and standardized across the group.
The findings of study identified most important management accounting practices in the sample Indian
SBIl and DCCB units such as ABC costing, budgeting for planning, budgeting for control, activity based
costing, financial measure to operation, profitability analysis, discounting cash flow for investment
evaluation, SWOT analysis, financial measure(s) related to employee, Integration with suppliers’ or
customers’ value chains.

The results indicated significant differences between SBI and DCCB. These findings are in the
hypothesized direction. In most of the cases of DCCB units obtained higher mean score compared to
its counterpart. In the rest of the cases the mean differences were not significant although DCCB units
had always an edge over the SBI units. Analysis of the data suggests that the management accounting
practices in the sample respondents were, on the whole, not well-founded. Most respondents were able
to provide reasoned justification for the practices that they employed. The findings also provide needed
implementation guidelines to practitioners for effective management accounting practices
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Table 3: Comparative Statistics of Management Accounting Practices in Sample Respondents
SBI branches DCCB branches

Management Accounting Practices | Mean | SD Mean | SD T-test | P
ABC costing 2.20 0.02
Operating costing 4.10 0.64 3.10 0.70 131 0.17

User of both incremental and non-

. 3.42 0.72 3.11 0.68 1.10 0.03
incremental costs

Regression and or learning curve 305 0.79 235 0.72 151 011

technique

Flexible budgeting 3.14 0.79 3.00 0.75 1.42 0.01
Budgeting for planning 3.20 0.73 2.14 0.77 1.11 0.23
Budgeting for cost control 3.00 0.75 3.20 0.75

Activity-based costing 1.43 0.14
Zero-based budgeting 3.38 0.70 1.61 0.79 1.51 0.11
Financial measure(s) 3.40 0.71 1.68 0.77 0.35 0.72

Financial measure(s) related to 3.36 0.70 264 0.75 1.06 0.29

customers

E;)r;z:ggﬂ measure(s) related to 3.96 0.77 270 0.74

Eﬂg&?gi} measure(s) related 10\ 369 175 |313 |077 |022 | o082
Economic value added 3.40 0.71 211 0.85 0.26 0.79
Benchmarks 2.45 0.66 2.93 0.72 0.38 0.71
CVP analysis 3.10. 0.72 3.75 0.70 0.72 0.45
Product profitability analysis 2.18 0.79 242 0.70

Customer profitability analysis 2.10 0.80 2.62 0.69 1.31 0.01

Discounting cash flow for investment

. 2.95 0.73 2.61 0.70 1.81 0.07
evaluation

Non-discounting cash  flow for

. . 3.90 0.66 2.51 0.76 1.29 0.19
investment evaluation

Long range forecasting 3.30 0.74 2.85 0.79 0.94 0.34
Product life cycle analysis 3.93 0.80 2.66 0.80

Manag_ement accounting for Industry 508 0.03
analysis

SWOT analysis 3.92 0.79 2.62 0.71 1.12 0.24

Accounting Integration with supplier’s

, . 3.70 0.72 2.18 0.70 1.03 0.30
or customer’s value chins

*Sources: Primary Data
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Table 4: Determinants of the Use of Management Accounting: Multivariate Analysis

[1] [2] [3] [4] [5] [6]
2.0401*** | 2.890*** | 1.036*** | 1.585* -2.001*%** | 0.121
Constant
(3.20) (3.05) (2.90) (1.80) (-3.20) (0.04)
-3.260*** | -2,394*** | 1.043* 0.817 2.015*%** | 2.450***
SBI units
(-4.00) (-3.61) 1.77) (1.32) (4.10) (3.68)
-2.370** | -1.102** -0.590 -0.880
DCCB units
(-3.710) | (-2.010) (-1.00) (-1.75)
No. of 0.525 -0.523 -1.326%**
employee (0.93) (-0.83) (-2.81)
-1.312*** -0.391 -0.674
Age
(-2.15) (-0.54) (-1.15)
0.155 0.598 -0.948
Capital
(0.27) (1.09) (1.53)
Number — of | o 25 25 25 25 25
observations
R2 0.15 0.20 0.18 0.21 0.19 0.22

Note: All models presented in this table are estimated using the logic estimation method. The variables
used in the analysis are defined as follows: Costing system = CS; Budgeting system = BS; Performance
Evaluation = PE; Information for decision making, ID and Strategic analysis = SA; all management
accounting variables = AMAV. The figures between brackets are t-test statistics. *, **, *** are
significance levels of 10, 5 or 1 percent respectively. The R2 is an analogue to the R2 reported for
regular OLS regression models, implementation and gives possible reasons to explain some cases of
DCCB and SBI units where the perceived benefits fell short of expectations.

This research found significant differences in the application of management accounting practices
among the SBI and DCCB. The results indicate that there is no significant relationship between
management accounting practices variables and respondents’ characteristics. In some cases this is
leading to the development of a more integrated strategic approach to the usage of management
accounting practices. However, this research is only indicative, much remains to be examined. The
research has suggested that management accounting practices may play a more prominent role in the
bundling of Organisational performance.

This study contributed to the current knowledge in management accounting practices in SBI and
DCCB. It has provided additional insights into are as relating to factors influencing the adoption of
management accounting techniques. Future research should consider incorporating other important
variables that have been omitted from other studies and are likely to influence the adoption of
management accounting techniques in comparative context.
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