
See discussions, stats, and author profiles for this publication at: https://www.researchgate.net/publication/233321417

Factors Influencing Changes in Chinese Management Accounting Practices

Article  in  Journal of Change Management · September 2010

DOI: 10.1080/14697017.2010.493303

CITATIONS

15
READS

440

2 authors:

Some of the authors of this publication are also working on these related projects:

Corporate governance and corruption around the world: The moderating role of culture View project

Membership of Chinese Farmer Specialized Cooperatives and Direct Subsidies for Farmer Households: A Multi-Province Data Study View project

Junjie Wu

Leeds Beckett University

33 PUBLICATIONS   268 CITATIONS   

SEE PROFILE

Agyenim Boateng

De Montfort University

69 PUBLICATIONS   1,176 CITATIONS   

SEE PROFILE

All content following this page was uploaded by Junjie Wu on 02 February 2016.

The user has requested enhancement of the downloaded file.

https://www.researchgate.net/publication/233321417_Factors_Influencing_Changes_in_Chinese_Management_Accounting_Practices?enrichId=rgreq-1ceb93aeb642f409f8d7ff96ce3265d5-XXX&enrichSource=Y292ZXJQYWdlOzIzMzMyMTQxNztBUzozMjQ2MjQzNzY2MzEyOTZAMTQ1NDQwNzg5MjQ0Ng%3D%3D&el=1_x_2&_esc=publicationCoverPdf
https://www.researchgate.net/publication/233321417_Factors_Influencing_Changes_in_Chinese_Management_Accounting_Practices?enrichId=rgreq-1ceb93aeb642f409f8d7ff96ce3265d5-XXX&enrichSource=Y292ZXJQYWdlOzIzMzMyMTQxNztBUzozMjQ2MjQzNzY2MzEyOTZAMTQ1NDQwNzg5MjQ0Ng%3D%3D&el=1_x_3&_esc=publicationCoverPdf
https://www.researchgate.net/project/Corporate-governance-and-corruption-around-the-world-The-moderating-role-of-culture?enrichId=rgreq-1ceb93aeb642f409f8d7ff96ce3265d5-XXX&enrichSource=Y292ZXJQYWdlOzIzMzMyMTQxNztBUzozMjQ2MjQzNzY2MzEyOTZAMTQ1NDQwNzg5MjQ0Ng%3D%3D&el=1_x_9&_esc=publicationCoverPdf
https://www.researchgate.net/project/Membership-of-Chinese-Farmer-Specialized-Cooperatives-and-Direct-Subsidies-for-Farmer-Households-A-Multi-Province-Data-Study?enrichId=rgreq-1ceb93aeb642f409f8d7ff96ce3265d5-XXX&enrichSource=Y292ZXJQYWdlOzIzMzMyMTQxNztBUzozMjQ2MjQzNzY2MzEyOTZAMTQ1NDQwNzg5MjQ0Ng%3D%3D&el=1_x_9&_esc=publicationCoverPdf
https://www.researchgate.net/?enrichId=rgreq-1ceb93aeb642f409f8d7ff96ce3265d5-XXX&enrichSource=Y292ZXJQYWdlOzIzMzMyMTQxNztBUzozMjQ2MjQzNzY2MzEyOTZAMTQ1NDQwNzg5MjQ0Ng%3D%3D&el=1_x_1&_esc=publicationCoverPdf
https://www.researchgate.net/profile/Junjie_Wu5?enrichId=rgreq-1ceb93aeb642f409f8d7ff96ce3265d5-XXX&enrichSource=Y292ZXJQYWdlOzIzMzMyMTQxNztBUzozMjQ2MjQzNzY2MzEyOTZAMTQ1NDQwNzg5MjQ0Ng%3D%3D&el=1_x_4&_esc=publicationCoverPdf
https://www.researchgate.net/profile/Junjie_Wu5?enrichId=rgreq-1ceb93aeb642f409f8d7ff96ce3265d5-XXX&enrichSource=Y292ZXJQYWdlOzIzMzMyMTQxNztBUzozMjQ2MjQzNzY2MzEyOTZAMTQ1NDQwNzg5MjQ0Ng%3D%3D&el=1_x_5&_esc=publicationCoverPdf
https://www.researchgate.net/institution/Leeds_Beckett_University?enrichId=rgreq-1ceb93aeb642f409f8d7ff96ce3265d5-XXX&enrichSource=Y292ZXJQYWdlOzIzMzMyMTQxNztBUzozMjQ2MjQzNzY2MzEyOTZAMTQ1NDQwNzg5MjQ0Ng%3D%3D&el=1_x_6&_esc=publicationCoverPdf
https://www.researchgate.net/profile/Junjie_Wu5?enrichId=rgreq-1ceb93aeb642f409f8d7ff96ce3265d5-XXX&enrichSource=Y292ZXJQYWdlOzIzMzMyMTQxNztBUzozMjQ2MjQzNzY2MzEyOTZAMTQ1NDQwNzg5MjQ0Ng%3D%3D&el=1_x_7&_esc=publicationCoverPdf
https://www.researchgate.net/profile/Agyenim_Boateng?enrichId=rgreq-1ceb93aeb642f409f8d7ff96ce3265d5-XXX&enrichSource=Y292ZXJQYWdlOzIzMzMyMTQxNztBUzozMjQ2MjQzNzY2MzEyOTZAMTQ1NDQwNzg5MjQ0Ng%3D%3D&el=1_x_4&_esc=publicationCoverPdf
https://www.researchgate.net/profile/Agyenim_Boateng?enrichId=rgreq-1ceb93aeb642f409f8d7ff96ce3265d5-XXX&enrichSource=Y292ZXJQYWdlOzIzMzMyMTQxNztBUzozMjQ2MjQzNzY2MzEyOTZAMTQ1NDQwNzg5MjQ0Ng%3D%3D&el=1_x_5&_esc=publicationCoverPdf
https://www.researchgate.net/institution/De_Montfort_University?enrichId=rgreq-1ceb93aeb642f409f8d7ff96ce3265d5-XXX&enrichSource=Y292ZXJQYWdlOzIzMzMyMTQxNztBUzozMjQ2MjQzNzY2MzEyOTZAMTQ1NDQwNzg5MjQ0Ng%3D%3D&el=1_x_6&_esc=publicationCoverPdf
https://www.researchgate.net/profile/Agyenim_Boateng?enrichId=rgreq-1ceb93aeb642f409f8d7ff96ce3265d5-XXX&enrichSource=Y292ZXJQYWdlOzIzMzMyMTQxNztBUzozMjQ2MjQzNzY2MzEyOTZAMTQ1NDQwNzg5MjQ0Ng%3D%3D&el=1_x_7&_esc=publicationCoverPdf
https://www.researchgate.net/profile/Junjie_Wu5?enrichId=rgreq-1ceb93aeb642f409f8d7ff96ce3265d5-XXX&enrichSource=Y292ZXJQYWdlOzIzMzMyMTQxNztBUzozMjQ2MjQzNzY2MzEyOTZAMTQ1NDQwNzg5MjQ0Ng%3D%3D&el=1_x_10&_esc=publicationCoverPdf
Acer
高亮



 

 

PLEASE SCROLL DOWN FOR ARTICLE

This article was downloaded by: [Wu, Junjie]
On: 13 July 2010
Access details: Access Details: [subscription number 924322018]
Publisher Routledge
Informa Ltd Registered in England and Wales Registered Number: 1072954 Registered office: Mortimer House, 37-
41 Mortimer Street, London W1T 3JH, UK

Journal of Change Management
Publication details, including instructions for authors and subscription information:
http://www.informaworld.com/smpp/title~content=t713703618

Factors Influencing Changes in Chinese Management Accounting Practices
Junjie Wua; Agyenim Boatengb

a Accountancy and Financial Services, Leeds Business School, Leeds Metropolitan University, Leeds,
UK b University of Nottingham, Nottingham University Business School, China

Online publication date: 13 July 2010

To cite this Article Wu, Junjie and Boateng, Agyenim(2010) 'Factors Influencing Changes in Chinese Management
Accounting Practices', Journal of Change Management, 10: 3, 315 — 329
To link to this Article: DOI: 10.1080/14697017.2010.493303
URL: http://dx.doi.org/10.1080/14697017.2010.493303

Full terms and conditions of use: http://www.informaworld.com/terms-and-conditions-of-access.pdf

This article may be used for research, teaching and private study purposes. Any substantial or
systematic reproduction, re-distribution, re-selling, loan or sub-licensing, systematic supply or
distribution in any form to anyone is expressly forbidden.

The publisher does not give any warranty express or implied or make any representation that the contents
will be complete or accurate or up to date. The accuracy of any instructions, formulae and drug doses
should be independently verified with primary sources. The publisher shall not be liable for any loss,
actions, claims, proceedings, demand or costs or damages whatsoever or howsoever caused arising directly
or indirectly in connection with or arising out of the use of this material.

http://www.informaworld.com/smpp/title~content=t713703618
http://dx.doi.org/10.1080/14697017.2010.493303
http://www.informaworld.com/terms-and-conditions-of-access.pdf


Factors Influencing Changes in Chinese
Management Accounting Practices

JUNJIE WU∗ & AGYENIM BOATENG∗∗

∗Accountancy and Financial Services, Leeds Business School, Leeds Metropolitan University, Leeds, UK,
∗∗University of Nottingham, Nottingham University Business School, Ningbo Campus, China

ABSTRACT This study provides insight into the factors that influence change in Chinese
management accounting practices. Multivariate analysis indicates that the size of the firm,
foreign partner and level of knowledge of senior managers and employees have positive bearing
on the changes in management accounting practices of the foreign-partnered joint ventures. The
size and level of knowledge of senior managers appear to influence changes in management
accounting practices. However, no support is found for the hypothesis that the Chinese
government has a significant influence on the changes in management accounting practices of
joint ventures and state-owned enterprises.

KEY WORDS: Management accounting change, joint ventures, state-owned enterprises, China

Introduction

Over the past two decades, the Chinese socialist economy has transformed into an
essentially market-oriented economic system. Underpinning the economic trans-
formation is the restructuring and modernization of state-owned enterprises
(SOEs). It is widely argued that privatization and the opening up of the Chinese
economy to market forces and foreign investors are key elements in Chinese econ-
omic success. For example, Perez (1997) argues that a moderate foreign presence
is sufficient to generate positive spill-over effects, even when there is a relatively
wider technological gap between foreign- and locally owned companies. Feinberg
and Majumdar (2001), Meyer (2004) and Buckley et al. (2007a) endorse this view
that the entry of foreign companies into the host market is sufficient to stimulate
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both the acquisition and transfer of skills and management practices not only to
foreign-partnered enterprises, but also to locally owned firms.

There is still a considerable amount of debate about what factors influence the
diffusion of knowledge and management practices to host country firms and the
speed of change (see Chanegrih, 2008). Relatively few studies have been con-
ducted into the diffusion of knowledge and management accounting practices,
especially in the Chinese context. O’Connor et al. (2004) suggest that by under-
standing the factors influencing the changes in management accounting practices
in China, the success with which such practices are disseminated can influence
the speed of economic development. Guthrie (1999) supports this view and
argues that to fully achieve the aims of the market reforms, sustain economic
growth and ensure an efficient market system in China requires effective
accounting, budgeting and uninhibited use of management accounting practices.
Moreover, existing studies (see, Firth, 1996; O’Connor et al., 2004; Wu et al.,
2007) have not as yet explored the potential influence of the level of knowledge
of the top-level Chinese managers and accounting staff on the adoption of man-
agement accounting practices in joint ventures (JVs) and SOEs. By examining
the impact of these factors on changes in management accounting practices we
assess whether these factors involve a shift of power from Communist Party offi-
cials to senior managers and employees in the firms, constituting a key aspect of
Chinese economic reforms.

Given the quest to integrate its economy fully into the global economy and the
dearth of research in this area, it is imperative to investigate the factors influencing
the changes in management accounting practices in China. The goals of this
article, reporting on a study of SOEs and JVs covering the period 2006–2010,
are twofold: (1) to extend prior research on factors influencing emerging manage-
ment accounting practices; and (2) to present new insights into how the level of
knowledge possessed by Chinese managers and employees may influence the
adoption of management accounting practices.

First, a concise review of the literature on factors influencing changes and adop-
tion is provided and the study’s hypotheses are set out. Second, the research
methods and sample characteristics are identified. Third, the results and discussion
are presented. Finally, we discuss the study’s managerial implications and
conclusions.

Literature Review and Hypotheses Development

A wide range of variables has been suggested in the literature as factors influencing
the changes/adoption of management accounting practices in an organization.
They can be grouped into: (1) culture-related factors, which encompass traditional
management norms and practices (Liu and Zhang, 1996; Hoon-Halbauer, 1999;
O’Connor et al., 2004; Chanegrih, 2008); (2) firm and industry-related factors,
such as size, industry of JVs and age of JV (Firth, 1996; Goodall and Warner,
1999; Yang, 1999; O’Connor et al., 2004; Buckley et al., 2007b); (3) partner-
related factors, such as foreign partner’s influence, experiences of host and
foreign partners (Firth, 1996); (4) host country-related factors, including govern-
ment influence, legislation and level of market competition (Li, 1997; O’Connor
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et al. 2004; Jarvinen, 2006); and (5) economy-related factors, which include market
competition (Granlund and Lukka, 1998). For example, Firth (1996) found that the
nationality of the foreign partner, the degree of competition, the experience of
Chinese partners and size of enterprise are positively and significantly related to
the adoption of management accounting practices. O’Connor et al. (2004) indicate
that the use of limited-term employment contracts, joint venture experience, stock
exchange listing, market competition, government influence, Chinese management
norms, enterprise age and availability of training for accounting staff significantly
influence the adoption of management accounting practices.

Hypotheses

Government influence/ownership and management accounting practices.

Boateng and Glaister (2002) suggest that the nature of the ownership type may
influence how firms are managed and controlled. This is because the level of
ownership (partly/fully owned) influences the level of resource commitment
and consequently the control and strategic direction of the firm (Lorange and
Roos, 1990). A strong theoretical basis should therefore exist for linking owner-
ship type (JVs and SOEs) to strategic decision-making in a firm. In the context
of China, we contend that ownership of enterprises (whether jointly or wholly
owned) by the state allows the government to interfere in the management of
enterprises. A number of studies, including Child (1994), Groves et al. (1994)
and O’Connor et al. (2004), suggest that the Chinese government uses its share-
holding in enterprises to constrain SOEs’ latitude for change, as well as shifting
management attention away from efficiency and profitability objectives in favor
of providing employment to augment social stability. Similar conclusions are
drawn by Goodall and Warner (1999) who show how government influence
impedes the implementation of modern management practices. Given that most
JVs in China are partnered by SOEs, the above conclusion may be equally appli-
cable to foreign-partnered JVs in China.

By contrast, Hassard et al. (1999) suggest that recent modernization and SOE
restructuring has placed emphasis on reducing government interference in enter-
prise management. Lin et al. (1998) share the same view and suggest that SOEs in
more decentralized industries and costal cities tend to have more freedom of
action as they do not have state representatives on the board of directors. In the
light of the above discussion, it is hypothesized that:

H1: There is a clear correlation between government ownership in both JVs and

SOEs, and the organizations’ changes in management accounting practices.

Size of JV and SOE and management accounting practices.

Lin et al. (1998) and Goodall and Warner (1999) indicate that large SOEs in China
help to bear a heavy part of the burden for retirement pensions, redundancies and
to alleviate unemployment. In return, SOEs have garnered preferential support
from the government during the various stages of reforms, compared with small
SOEs where the government strategy has been a ‘let go’ approach. O’Connor
et al. (2004) therefore argue that government support is likely to reduce both
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the urgency and leeway for adopting more formal and transparent management
accounting controls, hence SOEs’ use of Western management accounting
would decrease with their size.

Prior literature suggests that firm size is an important variable affecting the
changes designed to improve a company’s performance (Smith et al., 1989; Pan
and Li, 2000; Boateng and Glaister, 2002). Large firms are likely to have better
access to both human and financial resources required for modifying, upgrading
or replacing existing systems. For example, large firms have a larger asset base
with which to raise loans to finance changes compared with small firms. In the
context of this study, it can be argued that to effect a change in management
accounting practice necessitates a clear commitment of both human and financial
resources. The above discussion leads to the second hypothesis of the study:

H2: There is a clear correlation between the size of enterprise (JV and SOE) and the

changes in management accounting practices.

Foreign partner influences

The modernization of SOEs has been a cornerstone of China’s economic reforms
(Lee, 2001). Lee (2001) suggests that restructuring Chinese SOEs includes chan-
ging the firm from a quasi-government entity to a profit-oriented organization and
converting the financial statements from cash-based, Soviet-style fund accounting
to accrual-based, Western-style financial accounting. It may be argued that this
can be done by forming JVs between SOEs and Western multinational companies
which possess the skills and capabilities for delivering the change. As a result, the
Chinese authorities actively encourage the formation of JVs as a preferred entry
mode of foreign direct investment (Beamish, 1993; Firth, 1996). This line of
thinking is consistent with Contractor and Lorange (1988) and Glaister and
Buckley (1996) who show how JVs can act as mechanism for the transfer of
much needed technological expertise into the host country. This point has been
endorsed by Child and Markoczy (1993), Yan and Gray (1994) and Firth
(1996), who suggested that foreign partners in Chinese JVs often assist the
change process through on-the-job and/or formal in-house training. It is expected
that foreign partners who have the skills and capabilities of Western-style manage-
ment accounting practices are more likely to influence management accounting
change in a JV. The above discussion leads to the third hypothesis:

H3: There is a clear correlation between the influence of foreign partners and

changes in the management accounting practices of JVs.

The level of knowledge of accounting staff and management accounting practice.

Van de Ven et al. (1989) argue that people and context are two important factors
that can influence innovation and its implementation processes. It is people who
push, develop, modify and drop ideas, whereas context is the setting or insti-
tutional order within which innovative ideas are developed. Therefore, at the
firm level, the influence of senior management and employees can play a signifi-
cant role in the management accounting change process. In the context of China, it
may be argued that an increased level of environmental complexity, together with
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greater amounts of delegated decision-making authority to SOEs, has implications
for both middle and senior management levels. Senior managers may face an
increased need to rely on information obtained from subordinates. Prior literature
suggests that a high level of employees’ knowledge may reduce resistance to
change and create a better understanding for the need to change. Thus, employees’
qualifications and consequently their levels of knowledge may be a key factor for
the adoption of new management accounting practices.

H4: There is a clear correlation between level of knowledge of accounting employ-

ees and the changes in management accounting practices.

Senior management and management accounting practice.

Organizational restructuring often involves top management being directly
involved in all major decisions and hands-on involvement until the inno-
vations/new rules finally become part of the accepted order and established
routines. Simply put, top management constitutes a powerful influence on any
change processes, including those in management accounting. A number of
studies (Garratt, 1980; Wang, 1980; Lockett, 1988; Hu and Chen, 1996; Cui,
1998; Sergeant and Frenkel, 1998; Hoon-Halbauer, 1999) have suggested that
low levels of technical and professional skills among Chinese managers are a
major problem. According to Garratt (1980), the origin of this problem lies in
the rapid promotion of cadres with political and military, rather than industrial,
experience to senior management positions due to their allegiance to the Commu-
nist Party. The problem of poor management skills is compounded by the resist-
ance of older, less-qualified managers to either retire or move into an advisory
role. Despite the above, no study explicitly investigates the correlation between
level of knowledge of senior Chinese managers and the adoption of management
accounting practices in China. Hence it is hypothesized that:

H5: There is a clear correlation between level of knowledge of Chinese senior man-

agers and the changes in management accounting practices in JVs and SOEs.

Method and Sample Characteristics

Data spanning the period 2006–2010 was gathered through a cross-sectional
survey using a questionnaire on a sample of Chinese JVs and SOEs. A question-
naire survey was deemed to be the most appropriate for this study given that the
research population of interest is widely spread throughout China. The question-
naire presented a list of 40 items aimed at identifying the extent to which various
management accounting practices have changed and benefitted the SOEs and JVs
over the 5-year period. The management accounting practices used in the ques-
tionnaire were divided into five sub-groups: (1) product cost systems, (2) budget-
ing and performance evaluation systems, (3) planning and control, (4) decision
support systems, and (5) responsibility accounting. Management accounting is a
comparatively young discipline in China and the initial pilot study revealed that
more recently developed techniques such as benchmarking, balanced scorecard
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and shareholder value analysis are not widely used by the majority of Chinese
accountants. Therefore, these techniques were not incorporated in the study.

The research population of interest was obtained from secondary sources (The
State Economic & Trade Commission [SETC], PRC and Ministry of Foreign
Trade and Economic Cooperation [MOFTEC], PRC). These sources of data
were used because they are an authorized company database and represent the
most reliable source in China. In total, 1093 questionnaires were mailed or deliv-
ered to the senior financial managers, and 179 usable responses were returned.
This represents an overall response rate of 16.4% with JVs constituting 64
(36%) and SOEs 115 (64%) of the sample.

Sample Characteristics

The characteristics of the sample are summarized in Table 1. Manufacturing con-
stitutes about three-quarters of both JV and SOE samples and the other quarter
consists of enterprises in agriculture (forestry and fishery), financial services
(banking and insurance), transport (road, sea, rail and air transport), general
trade (retail, wholesale and import and export trade), building and construction,
information technology and other services (hotel, restaurant, travel, entertainment
and media). Company size was measured using the number of employees. Table 1
shows that companies employing not more than 2000 people constitute � 44.4%
of the sample. This is followed by companies employing between 500 and 2000
people (30.6%) and the companies employing fewer than 500 people (25%).
In terms of age of the enterprises in the sample, Table 1 indicates that � 51.9%

Table 1. Sample characteristics

Joint ventures (%) State-owned enterprises (%) Total (%)

Industry classification
Manufacturing 73.0 73.4 73.3
Agriculture 5.4 0 1.2
Financial services 2.7 4.0 3.7
Transport 2.7 4.8 4.3
General trade 0 8.1 6.2
Building and construction 10.8 2.4 4.3
Information technology 5.4 3.2 3.7
Other services 0 4.2 3.1

100 100 100
No. of employees
,500 40.5 20.3 25.0
500–2000 35.1 29.3 30.6
.2000 24.4 50.4 44.4

100 100 100
Year established
,10 years 62.2 19.2 29.0
10–22 years 32.4 15.2 19.1
.23 years 5.4 65.6 51.9

100 100 100

Note: N ¼ 179.
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have been in existence for over 23 years, 19.1% between 10 and 22 years, and 29%
for fewer than 10 years.

Statistical Analysis

To examine the hypothesized relationships, a correlation coefficient was first com-
puted, followed by the implementation of multiple regressions.

The Model

The discussion of the hypotheses suggests the following model for the change in
management accounting practices (CMAPS) for JVs and SOEs respectively

CMAPS=b0 +b1GOVT +b2FPART +b3SIZE+b4EMPLY +b5SNMGR+1

(1)

CMAPS1=b0 +b1GOVT +b2SIZE+b3EMPLY +b4SNMGR+1 (2)

Measures of Dependent and Independent Variables

Benefit received from the changes in management accounting practices over 5-year period

(CMAPS).

The changes in management accounting practices were measured using the per-
ceived benefits received from the changes in the following management account-
ing practices: product costing systems, budgeting systems, performance
evaluation systems, decision support, planning and control, and responsibility
accounting. Respondents were assessed on a 7-point scale on the perceived
benefits received from the changes in the individual management accounting prac-
tices in JVs and SOEs over the 5-year period. In terms of the overall CMAPS, we
use a composite index (an arithmetic average score) consistent with the measures
used by Sim and Ali (1998) and Boateng and Glaister (2002). The overall measure
has a Cronbach’s alpha of 0.88 and is used to construct the correlation matrix. The
list and Cronbach’s alpha of the individual measures are as follows:

Management Accounting Practice Cronbach’s alpha

Benefits from changes in product cost systems 0.88
Benefits from changes in budgeting systems 0.87
Benefits from changes in performance evaluation techniques 0.86
Benefits from changes in decision support systems 0.85
Benefits from changes in planning and control 0.86
Benefits from changes in responsibility accounting 0.86
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Independent variables.

The manner in which the independent variables are measured is shown in Table 2.

Results and Discussion

Tables 3, 4 and 5 show a summary of the means, standard deviations, correlation
matrix for the dependent and independent variables, and variance inflation factor
(VIF) test results, which indicate that there were no problems with the data in
terms of multicollinearity. Bivariate relationships, shown in Table 3, provide
support for the following independent variables for JVs: government influence
(P , .05), foreign partner (P , .1), accounting staff level of knowledge (P ,
.01) and size of JV (P , .01). In respect of SOEs, the result provides support
for the following independent variables: size (P , .01), level of knowledge of
senior managers (P , .01) and level of knowledge of accounting staff (P , .05).

Multiple regressions were conducted to identify the factors influencing the
change of each management accounting practice used in the JVs and SOEs.
Tables 6 and 7 show the results of the multiple regressions. Tables 6 shows that
the F-value for CMAPS was significant (P , .01) and that the regression
explained well over 60% of the variation in the change of management accounting
practice in Sino-foreign JVs. The regression procedure suggests that size (P ,
.05), foreign partner (P , .01), level of knowledge of senior management
(0.05) and level of knowledge of accounting staff (P , .01) have a positive influ-
ence on the change in management accounting practices of JVs in China. This pro-
vides support for H2, H3, H4 and H5. In the case of individual management
accounting practices, foreign partner, level of knowledge of senior management
and level of knowledge of accounting staff influence the change of performance
evaluation technique. Regarding product costing, planning and control, two

Table 2. Measurement of independent variables

Independent variables Measurement

Government influence (GOVT) Ordinal measure developed on the basis of government input
in respect of the adoption of management accounting
practices (Boateng and Glaister, 2002)

Size of JV (SIZE) A variable developed on the basis of the number of employees
for JV and SOE (up to 750 ¼ Small/Medium; over 750 ¼
Large)

Foreign partner influence (FPART) Ordinal measure developed on the basis of foreign partner’s
input regarding the adoption of management accounting
practices in the JV (Boateng and Glaister, 2002)

Level of accounting employees
knowledge (EMPLY)

A composite index indicating management accounting
employees qualifications and understanding of
management accounting practices introduced

Level of senior managers’
knowledge (SNMGR)

A composite index indicating senior management
accountants’ qualifications and understanding of
management accounting practices introduced

Note: JV, joint venture; SOE, state-owned enterprise.
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factors, namely, foreign partner and level of knowledge of senior management
have a positive bearing on the change in practices. Decision support and respon-
sibility accounting are influenced by size of the JV, level of knowledge of senior
management and foreign partners, whereas budgeting systems are influenced by
level of knowledge of senior management. It is not surprising that foreign partners
have positive and significant influence on the change in management accounting
practices in Chinese JVs. One of the motivations for JV formation is to bring
together the complementary skills, talents and technologies of the partners in
order to gain synergy and enhance performance. JVs enable each partner to con-
tribute a missing piece to the venture, thereby facilitating the achievement of the
overall goals. JV partners from the Western capitalist economies appear to have

Table 3. Spearman correlation matrix of the dependent and independent variables: JVs

Variable Mean SD A B C D E

A. GOVT 1.78 1.43
B. FPART 5.68 1.53 0.15
C. SIZE 1.54 0.51 0.10 0.02
D. EMPLY 3.82 1.58 0.39∗∗ -0.18 0.28∗

E. SNMGR 1.78 2.01 0.61∗∗∗ 0.16 0.02 0.26

E. CMAPS 3.31 0.57 0.52∗∗∗ 0,27∗ 0.41∗∗ 0.67∗∗∗ 0.24

Note: No. of cases ¼ 64. JV, joint venture; SD, standard deviation.
∗P , .1, ∗∗P , .05, ∗∗∗P , .01.

Table 4. Spearman correlation matrix of the dependent and independent variables: SOEs

Variable Mean SD A B C D

A. SIZE 1.77 0.42
B. SNMGR 4.04 1.59 0.24∗∗

C. EMPLY 3.60. 0.94 0.14 0.30∗∗∗

D. GOVT 4.96 1.86 0.17∗ 0.11 0.22∗∗

E. CMAPS 4.19 0.66 0.32∗∗∗ 0,31∗∗∗ 0.21∗∗ 20.16

Note: No. of cases ¼ 115. SD, standard deviation; SOE, state-owned enterprise.
∗P , .1, ∗∗P , .05, ∗∗∗P , .01.

Table 5. Variable inflation factor (VIF) test

Variable
VIF 1/VIF

SOE JV SOE JV

Size 1.070 1.105 0.935 0.905
Knowledge of employees 1.128 1.354 0.886 0.739
Knowledge of managers 1.163 1.503 0.860 0.665
Government influence 1.029 1.755 0.972 0.570
Foreign partner – 1.120 – 0.892

Note: JV, joint venture; SOE, state-owned enterprise.
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Table 6. Multiple regression results: factors influencing the changes in individual and overall management accounting practices for joint ventures

Variables in
model

Product costing
systems

Budgeting
systems

Performance
evaluation Decision support

Planning and
control

Responsibility
accounting Overall change

Constant 1.852 (1.731∗) 4.488 (5.814∗∗∗) 1.763 (2.058∗∗) -0.135 (-0.131) 1.498 (0.237) 0.702 (0.666) 3.065 (8.778∗∗∗)
GOV’T 0.12 (948) 0.19 (1.039) 0.035 (0.267) 0.21 (1.860∗) 0.135 (926) -0.109 (0697) 0.205 (1.565)
FPART 0.38 (3.410∗∗∗) 0.34 (2.428) 0.430 (3.589∗∗∗) 0.28 (2.787∗∗∗) 0.28 (2.097∗∗) 0.307 (2.153∗∗) 0.376 (3.60∗∗∗)
SIZE -0.02 (-0.171) 0.05 (0.34) 0.084 (0.680) 0.219 (2.080∗∗) 0.064 (0.467) 0.377 (2.553∗∗∗) 0.194 (1.874∗∗)
EMPLY 0.69 (5.158∗∗∗) 0.166 (1.192) 0.506 (3.511∗∗∗) 0.14 (0.192) 0.13 (0.09) 0.200 (1.363) 0.633 (5.513∗∗∗)
SNMGR -0.018 (-0.158) -0.41 (-2.458∗∗) 0.263 (2.132∗∗) 0.534 (4.366∗∗∗) 0.576 (3.59∗∗∗) 0.295 (1.714∗) 0.216 (1.776∗∗)
R-square 0.65 0.43 0.60 0.71 0.50 0.43 0.698
Adjusted R 0.60 0.35 0.54 0.66 0.43 0.34 0.649
F-value 11.707∗∗∗ 4.856∗∗∗ 9.295∗∗∗ 15.351∗∗∗ 6.356∗∗∗ 4.721∗∗∗ 14.314∗∗∗

Number of
cases 64 64 64 64 64 64

Notes: T-values are given in parentheses.
∗P , .1,∗∗P , .05, ∗∗∗P , .01.
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Table 7. Multiple regression results: factors influencing the changes in individual and overall management accounting practices
for state-owned enterprises (SOEs)

Variables in
model

Product costing
systems

Budgeting
systems

Performance
evaluation

Decision
support

Planning and
control

Responsibility
accounting Overall change

Constant 4.395 (4.4227∗∗∗) 2.568 (2.792∗∗∗) 0.938 (1.751∗) 1.846 (2.078∗∗) 2.822 (3.358∗∗∗) 0.871 (0.683) 2.058 (2.930∗∗∗)
GOV’T -0.173 (-1.206) -0.14 (-0.979) 0.149 (1.345) -0.036 (-0.036) -0.220 (-1.513) 0.273 (1.587) -0.108 (-1.291)
SIZE -0.104 (-0.738) 0.154 (1.051) 0.127 (1.94∗∗) 0.175 (2.197∗∗) 0.054 (0.391) 0.003 (-0.018) 0.250 (2.924∗∗∗)
EMPLY 0.184 (1.258) 0.131 (0.875) 0.590 (3.256∗∗∗) 0.175 (1.152) 0.29 (0.208) 0.019 (0.109) 0.097 (1.110)
SNMGR 0.380 (2.644∗∗∗) 0.385(-2.602∗∗) 0.192 (1.759∗∗) 0.359 (2.326∗∗) 0.504 (3.487∗∗∗) 0.438 (2.744∗∗∗) 0.221 (2.486∗∗)
R-square 0.18 0.22 0.57 0.22 0.26 0.32 0.22
Adjusted R 0.10 0.14 0.53 0.14 0.19 0.23 0.182
F-value 2.303∗∗ 2.725∗∗ 13.289∗∗∗ 2.693∗∗ 3.646∗∗∗ 3.416∗∗ 6.667∗∗∗

Number of
cases 115 115 115 115 115 115 115

Notes: T-values are given in parentheses.
∗P , .1,∗∗P , .05, ∗∗∗P , .01.
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the requisite knowledge needed to transform the Chinese SOEs into competitive
enterprises and therefore contribute significantly to Sino-foreign JV in this area.

Table 7 shows that the F-value for CMAPS1 for SOEs was significant (P , .01).
The regression procedure explained 18.2% of the variation in the change in manage-
ment accounting practices (CMAPS1). The results suggest that size of the enterprise
(P , .01) and level of knowledge of senior management (P , .05) have a signifi-
cant influence on the change in management accounting practices in SOEs, thereby
supporting H2 and H5. With regard to the individual techniques, senior managers
have significant influence in the changes of all practices, i.e. product costing, bud-
geting systems, performance evaluation, decision support, planning and control and
responsibility accounting. Size of the SOE positively influences performance
evaluation and decision support systems.

It is not surprising that firm size has a positive and significant impact on the
changes in management accounting practices of JVs and SOEs in China. This is
because greater size can be a crucial parameter in securing economies of scale,
thereby helping to spread the large expenditures required for developing a new
system such as management accounting practices over large output to reduce
the average cost of implementation. It is thus argued that size can create financial,
managerial and operational synergies that can reduce the operational vulnerability
of firms (Ravenscraft and Scherer, 1987).

This study also demonstrates that the level of training/knowledge of senior
management and accounting employees involved in the implementation of new
techniques has a positive bearing on the change in management accounting prac-
tices of Chinese JVs. This is consistent with the conclusion drawn by O’Conner
et al. (2004) who point out that, at the firm level, the availability of training is
crucial for a change in management accounting practices. By contrast with
SOEs, senior managers have significant influence on the adoption of management
accounting practices.

It is somewhat surprising that the Chinese government has positive and nega-
tive, but not significant, influence on the changes in management accounting prac-
tices in JVs and SOEs. Hassard et al. (1999) indicate that the Chinese government
uses its part ownership of JV through the power of the Communist Party and
appoints cadres to the board to influence control and decision-making in a direc-
tion consistent with the goal of creating more employment. This appears inconsist-
ent with O’Connor et al. (2004) who conclude that the Chinese government has a
significant influence on the adoption of management accounting practices in
SOEs. Perhaps our findings may be explained by the fact that SOEs have
greater autonomy from the state as a result of the economic reforms embarked
on by Chinese government over the past two decades. Hussain and Chen (1999)
suggest that most SOEs have boards which have autonomy in strategic
decision-making, thereby reducing government interference in running these
enterprises. It is pertinent to point out that China’s accession into the World
Trade Organization may also provide further explanation for the lack of support
for government influence on changes in management accounting practices. For
example, The Economist (2007) reported that China has become more open
because of commitments made to the World Trade Organization as a condition
of membership.
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Conclusions

This study represents one of the few attempts to identify factors influencing the
changes in management accounting practices in Chinese SOEs and JVs with part-
ners from Western countries. This study suggests that four factors have a positive
influence on the change in management accounting practices in Chinese JVs.
These are foreign partner, size of the firm, and level of training/knowledge of
senior management and accounting employees. By contrast, two factors have a
positive influence on the change in these same practices within SOEs. These
were identified as size of the SOE and level of knowledge of senior managers.
However, the results render no support for the level of knowledge of accounting
staff as a factor influencing the adoption of management accounting practices in
SOEs. This implies that senior managers continue to dominate the decision-
making process in SOEs despite decades of reforms in China.

An important managerial implication to be drawn from this study is that foreign
partner capabilities in management accounting should be carefully assessed when
forming a JV. Chinese firms should look for foreign partners with relevant skills
and technical capabilities necessary to deliver the changes required for the JV to
succeed.

Another conclusion emanating from this study is that the Chinese government
does not exert a significant influence on the change in management accounting
practices in Sino-foreign JVs. This implies that the last two decades of economic
reform in China appear to have changed, to a large extent, the restrictive environ-
ment in which companies operated in under the socialist system.

Further studies on the changes in management accounting practices in China
appear warranted. They should focus on comparing the adoption of management
accounting practices in SOEs and JVs in China using interview approaches,
because surveys are less effective in producing in-depth findings relating to the
knowledge of employees and senior managers.
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