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Abstract 

In a competitive business environment, managers’ need for broad scope management 

accounting system (MAS) information for decision making increases. This information 

is critical for facilitating managers to gain a better understanding of a competitive 

environment and to respond to uncertain situations. Such understanding, in turn, helps 

managers to make more effective decisions, thereby improving their performance.  

The extant literature suggests that several factors, such as organisational structure and 

external environment, may have an impact on managers’ use of broad scope MAS 

information (hereafter, the MAS information) and on their performance. However, the 

literature suggests that such an impact varies depending on contexts such as countries 

and cultures. In a transitional economy, as in Vietnam, studies investigating the impact of 

these factors on managers’ use of the MAS information and on their performance are 

rather scarce. Vietnam is in the process of transforming from a centrally planned 

economy to a market-oriented one characterised by a competitive business environment, 

organisations with multiple ownership types and a mix of leadership styles and reward 

systems. The relevant literature argues that the impact of different ownership types, 

leadership styles and reward systems in the transitional economy of Vietnam may differ 

from that found in a western country’s developed economy. However, an extensive 

literature review suggests that research on the impact of leadership style, reward system, 

and ownership type on managers’ use of the MAS information and their performance in 

Vietnam has yet to be conducted. The current study addresses this shortcoming. 

This study sets out to determine several direct, mediation and moderation effects: 
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(a) the direct relationships between transformational leadership style (TLS), reward 

systems (RS), managers’ use of the MAS information, and managerial 

performance (MP); 

(b) the indirect relationships (i) between TLS and MP via managers’ use of the 

MAS information, (ii) between RS and MP via managers’ use of the MAS 

information, (iii) between TLS and MP via RS, and (iv) between TLS and 

managers’ use of the MAS information via RS; and 

(c) the moderating impact of ownership types on these relationships in Vietnamese 

enterprises (divided into three groups: state-owned (including enterprises with 

the state as the majority shareholder); privately owned (100% domestic private); 

and foreign-owned (including partial and 100% foreign investment) enterprises 

(hereafter abbreviated as SOEs, POEs and FOEs, respectively).  

A questionnaire survey and in-depth face-to-face interviews were conducted to collect 

data. One hundred and ninety-one department managers in Vietnamese enterprises with 

different ownership types participated in the study. Data collected from the survey were 

used to run partial least square (PLS) path models to test the hypotheses for the above 

effects. Information from the interviews was used to enrich understanding of the 

hypothesised relationships and to explain the impact of ownership types on these 

relationships.  

The results of this study reveal that: 

 all direct relationships in (a) were positive and significant;  
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 all indirect relationships in (b) were significant, with one exception that the RS 

had no mediating role in the relationship between TLS and MP; and  

 ownership type had an impact on the direct relationships: (i) between RS and 

managers’ use of the MAS information and between TLS and MP because these 

relationships were positive and significant in POEs and FOEs, but not 

significant in SOEs; (ii) between RS and MP because this relationship was 

positive and significant in POEs, but not significant in the others; and (iii) 

between managers’ use of the MAS information and MP because this 

relationship in FOEs was significantly lower than it was in the others;  

 ownership type had a moderating effect on the indirect relationships: (i) between 

TLS and MP via managers’ use of the MAS information as this indirect effect 

was significant in SOEs and POEs, but not significant in FOEs; (ii) between 

TLS and MP via RS since this indirect effect was significant in POEs, but not 

significant in the others; and (iii) between TLS and managers’ use of the MAS 

information via RS because this indirect effect was significant in POEs and 

FOEs, but not significant in SOEs. 

The study found no support for the impact of ownership type on: (i) the direct 

relationship between TLS and managers’ use of the MAS information and between TLS 

and RS; and (ii) the indirect relationship between RS and MP via managers’ use of the 

MAS information. These relationships were all positive and significant in each of the 

three groups of enterprises.  
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Chapter 1: Introduction 

1.1 Research Background  

In a competitive environment, managers may require broad scope information to make 

decisions in order to fulfill their functions. Accounting information is critical among the 

different types of information that are made available to managers for their decision 

making (Demski, 2008). A contemporary management accounting system (MAS) can 

provide such information to help managers (Bromwich, 1990; Mia & Clarke, 1999). 

Broad scope MAS information (hereafter, the MAS information)  is derived from 

internal and external sources, is of a financial as well as a non-financial nature, and is 

about historical and future events (Chenhall & Morris, 1986). However, the extent to 

which managers’ use of the MAS information in making decisions helps to improve 

performance depends on several factors and on the context (Chenhall, 2007).   

Previous studies have examined the influence of several factors, such as environmental 

uncertainty, organisational structure (Chia, 1995; Gul, 1991; Mia & Chenhall, 1994), 

task uncertainty (Chong, 1996; Mia & Goyal, 1991), intensity of market competition 

(Mia & Clarke, 1999), information technology (Mia & Winata, 2008), span of control 

(Mia & Goyal, 1991), size (Mia & Winata, 2008), culture (Etemadi, Dilami, Bazaz & 

Parameswaran, 2009; Patiar, 2005; Tsui, 2001), corporate strategy (Abernethy & 

Guthrie, 1994; Bangchokdee, 2008; Chong & Chong, 1997), and industry 

(Bangchokdee, 2008) on managers’ use of the MAS information. Few studies have 

examined the influence of leadership style, reward systems, and ownership type on this 

issue (Moores & Yuen, 2001; Patiar, 2005). Such studies are noticeably lacking in 
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transitional economies. Given that context is an important factor influencing the 

effectiveness of managers’ use of the MAS information for decision making (Chenhall, 

2007), this study examines the influence of leadership style, reward systems, and 

ownership type on managers’ use of the MAS information for decision making in the 

context of Vietnam, a transitional economy. 

Vietnam is in the process of transforming from a centrally planned to a market-oriented 

economy. During the period of centrally planned economy, the state controlled all 

means of production so the national economy was highly centralised, with a system of 

set targets. Two main forms of ownership, state-owned and collective enterprises, 

dominated the economy (Nguyen & Pham, 1996; Pham & Mohnen, 2005). For 

example, before 1987 state-owned enterprises held most of the national assets and 

contributed about 50% to the state budget (Ministry of Industry and Trade). A uniform 

accounting system featuring funding, accounting and cash-flow control of a centralised 

budget, was used to adapt to the characteristics of this centrally planned economy 

(Micheline & Nguyen, 2007; Yang & Nguyen, 2003). In this context, managers mostly 

used the information from this accounting system that supported their performance in 

the production functions in order to produce and distribute products in accordance with 

national central planning (Chow, Duh & Xiao, 2007; Shama & McMahan, 1990).  

Economic reform (in Vietnamese: Đổi mới) beginning in 1986, reforming the centrally 

planned economy to a socialist-oriented market economy (Beresford, 2008, p. 221), 

continues to the present day. Several new activities and operations have emerged: 

economic liberalisation; booming private consumption; diversification of ownership 

types; foreign direct investment (FDI); stock markets; and integration into the world 
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economy (Farber, Nguyen & Vuong, 2006; Vietnam, 2001). New laws and regulations 

have been introduced to encourage business environments for this multi-sector economy 

(Zhu, Collins, Webber & Benson, 2008). In this context, upcoming Vietnamese 

organisations face competition from both within and outside the economy (Zhu, 2002).  

For example, many of the companies have to compete with both local and FDI 

competitors for market share. In order to cope with the competitive and rapidly 

changing business environment, managers in Vietnamese enterprises require MAS 

information that is diverse and useful for making appropriate and timely decisions.  

Studies on managers’ use of the MAS information need to be conducted in Vietnam for 

the following reasons. First, Vietnam is unique in several aspects, such as being a 

socialist nation and having a socialist-oriented market economy. China also has such an 

economy; however, it is at a different stage of economic development to Vietnam 

(Nguyen, Truong & Buyens, 2011; Zhu, Warner & Rowley, 2007). Vietnam also has a 

diverse culture because of a long history of foreign influences (China, France, and the 

USA) on different regions (Hoang, 2008; Nishimura, 2005; Yamazawa, 2012). These 

aspects may influence other factors related to managers’ use of the MAS information 

and to managerial performance. Among these factors, leadership style, reward systems 

and ownership type are considered because (1) there is little research examining the 

effects of these factors on managers’ use of the MAS information and (2) in Vietnam, 

these factors may have effects which are different from those in market economies. 

Previous research reveals that ownership type is more complicated; that the link 

between rewards and both organisational efficiency and individual efforts is weaker 
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(Zhu et al., 2008); and that leadership style is more bureaucratic and authoritarian than 

in market economies (Truong & Nguyen, 2002).  

Second, Vietnamese enterprises need to understand: (1) managers’ use of the MAS 

information in making decisions; (2) the influence of leadership style and reward 

systems on managers’ use of the MAS information and managerial performance; and 

(3) the impact of ownership types on these influences. Such understanding may help the 

organisations to develop appropriate leadership style and reward systems as well as to 

adapt ownership types in order to encourage managers to use the MAS information 

when making decisions.  

This study will provide a better understanding of the benefits of using the MAS 

information in Vietnamese enterprises. Furthermore, understanding the impact of 

related factors on managers’ use of the MAS information in Vietnamese enterprises may 

help managers to use this information more effectively in making decisions, which may 

in turn improve their performance. The present study answers the following research 

questions (RQ):  

RQ1. How leadership style, reward systems, managers’ use of the MAS information, 

and managerial performance associate with each other in organisations in Vietnam.  

RQ2. How ownership type affects the relationship between leadership style, reward 

systems, managers’ use of the MAS information, and managerial performance in 

organisations in Vietnam.  
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1.2 Research Motivations  

The present study is motivated by four issues as discussed in the following sections. 

1.2.1 The need to examine managers’ use of the MAS information in Vietnam 

Managers’ use of the MAS information may support managers in making appropriate 

decisions to achieve planned targets, which in turn may improve managerial 

performance (Chenhall & Langfield-Smith, 1998; Mia & Clarke, 1999). However, 

studies on managers’ use of the MAS information in a developing and transitional 

economy such as Vietnam are lacking. The extant literature suggests that no study on 

managers’ use of the MAS information has yet been carried out in the Vietnamese 

context. During the shift from a centrally planned to a market-oriented economy, the 

Vietnamese government has introduced many new laws, policies and regulations. 

Therefore, managers need to be aware of such external information when defining 

strategies in their organisations. Accordingly, Vietnamese enterprises need to 

understand the extent to which use of the MAS information could help managers make 

non-routine decisions to improve performance in the rapidly changing business 

environment of the transitional economy. 

1.2.2 The need to examine the influence of related factors on managers’ use of 

the MAS information in Vietnam 

There are difficulties in generalising research results on managers’ use of the MAS 

information from one country to another. An accounting system has to be appropriate 

for the circumstances in which it operates (Chenhall, 2007; Horngren, Datar & Rajan, 

2012). The findings of MAS research in one country may not be generalisable to other 

countries ─ even though they are in the same region ─ due to differences in culture, 

economy, and the political and legal environments (Macarthur, 2006; Phadoongsitthi, 
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2003). These differences may affect related factors that influence managers’ use of the 

MAS information in organisations. As mentioned in Section 1.1, operating in a rapidly 

changing business environment, Vietnamese enterprises need to understand the effects 

of related factors, such as  leadership style, reward systems, and ownership type, on 

managers’ use of the MAS information in the context of Vietnam. Therefore, studies 

examining managers’ use of the MAS information and these factors are needed in 

Vietnam. This argument is discussed further. 

Leadership style. Vietnamese culture is very complex. Vietnamese traditional core 

values have coexisted with cultural values from China, France and America, after a long 

history of being influenced by these countries (Hoang, 2008). These mixed values 

influence the leadership style of Vietnamese managers. Leadership style can be 

bureaucratic and authoritarian, as those in centrally planned economies; supervisory, as 

exhibited by western managers; more openly aggressive than other Asian counterparts; 

or communicative and familial, as in the traditional culture (Hoang, 2008; Truong & 

Nguyen, 2002). Diverse leadership styles may affect use of the MAS information 

differently. Therefore, Vietnamese enterprises need to understand which leadership 

style may encourage managers’ use of the MAS information to make non-routine 

decisions in order to achieve high performance.  

Reward systems. In the Vietnamese centrally planned economy, the reward system was  

not directly related to organisational efficiency and individual efforts (Doanh & Tran, 

1998). This system has continued in Vietnamese state-owned enterprises (SOEs) during 

the reform process, while performance-based rewards have become popular in the 

private sector (Nguyen, 2008; Nguyen, 2003; Zhu et al., 2007). Appropriate rewards 
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may have a positive effect on employees’ efforts, while non-performance-based rewards 

may have a negative impact. Therefore, Vietnamese enterprises need to understand 

which reward systems are suitable for motivating managers to use the MAS information 

to make decisions in order to achieve high performance.  

Ownership type. A variety of ownership types is a characteristic of a transitional 

economy, while private ownership dominates market economies. The ownership types 

within phases of the reform process also differ (Claessens & Djankov, 1999; Tan, 

2002). Ownership is one of the most important factors influencing the management and 

control of organisational operations in a transitional economy (Tan, 2002; Wang & 

Judge, 2012). During the reform process, ownership of the Vietnamese economy has 

changed from the dominance of state and collective ownership in the 1980s to various 

forms of ownership (Beresford, 2008). A variety of ownership types (e.g., foreign-

invested, joint-venture, local private, and state-invested enterprises) leads to differences 

in organisational characteristics, such as leadership style, reward systems, and 

information use (Nguyen, 2008; Zhu et al., 2008). Understanding the impact of 

ownership on these organisational characteristics may help companies choose an 

appropriate ownership type that encourages a suitable leadership style and reward 

system in a more competitive business environment, which in turn positively affects 

managers’ use of the MAS information in making decisions. 
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1.2.3 The need to examine the effects of leadership style and reward systems on 

managers’ use of the MAS information 

Leadership style and  managers’ use of the MAS information. Researchers state that 

particular leadership styles might affect managers’ use of the MAS information in 

particular ways (Abernethy, Bouwens & van Lent, 2010; Abernethy & Brownell, 1999; 

Hopwood, 1974). Chenhall (2007) calls for further research on such arguments in 

different contexts. However, studies examining the association between leadership style 

and managers’ use of the MAS information are few in number (e.g., Moores & Yuen, 

2001; Naranjo-Gil & Rinsum, 2006; Patiar, 2005) and the results from these studies are 

mixed and inconclusive. In particular, this relationship can be positive, negative or 

neutral, depending on the fit between leadership style and the MAS (Naranjo-Gil & 

Rinsum, 2006), on each life-cycle stage of a product (Moores & Yuen, 2001), or on 

culture (Patiar, 2005). A particular leadership style has a specific kind of influence on 

managers’ use of the MAS information to assist them to make decisions in an 

increasingly competitive environment (Naranjo-Gil & Rinsum, 2006; O’Connor, Chow 

& Wu, 2004). Understanding the relationship between leadership style and managers’ 

use of the MAS information is important because this may help Vietnamese enterprises 

improve the fit between leadership style and MAS in their organisations, in order to 

achieve better performance.  

Reward systems and managers’ use of the MAS information. Effective motivation for 

individual performance is the main goal of rewards (Epstein, 2008). In order to achieve 

certain goals, managers may orient themselves to using appropriate information to make 

decisions (Eldenburg & Krishnan, 2008; Henri, 2006). The MAS information plays an 

important role in reward schemes (Rankin & Sayre, 2011). However, previous 
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researchers paid little attention to the relationship between rewards and managers’ use 

of the MAS information. Reward systems vary depending on certain circumstances such 

as culture and economy. In particular, in the reform process of Vietnam, enterprises 

have moved from a reward system, which was rarely based on performance, to a new 

system that strengthens the link between rewards and individual efforts (Zhu et al., 

2007). Linking rewards clearly to performance may encourage managers to seek broad 

scope MAS information when making non-routine decisions in order to achieve targets. 

However, the extant literature in Vietnam includes no studies on the association 

between this linkage and managers’ use of the MAS information. Understanding which 

rewards have a positive effect on managers’ use of the MAS information may help 

Vietnamese enterprises to choose appropriate reward systems that can motivate 

managers’ use of the MAS information in decision-making.  

1.2.4 The need to examine the impact of ownership type on the relationship 

between leadership style, reward systems and managers’ use of the MAS 

information  

As previously noted, a variety of ownership types is a characteristic of a transitional 

economy, but private ownership dominates market economies. The ownership of a 

particular transitional economy also differs within phases of the reform process 

(Claessens & Djankov, 1999; Tan, 2002). Diverse ownership types may influence 

organisational characteristics (e.g., leadership style and reward systems) and their 

effects on the use of broad scope MAS information. However, the extant literature 

contains little research on the influence of ownership type on the relationships between 

leadership style, reward systems and managers’ use of the MAS information. In the 

Vietnamese context, ownership type is important in these relationships because 
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leadership styles, reward systems and managers’ use of the MAS information vary 

among different economic sectors. For example, managers in the private sector tend to 

be more proactive than their counterparts in SOEs. Therefore, perspectives in using 

MAS information also differ between the two sectors (Doan, 2012; Huynh, 2008). A 

transformational (proactive) leadership style often encourages managers to use more 

MAS information in making decisions than the other leadership styles use (e.g.,Patiar, 

2005). Moreover, reward systems vary among the economic sectors. In particular, 

reward systems in SOEs are characterised by a lack of motivation due to their 

inequitable principles and indirect relation to organisational efficiency (Zhu et al., 

2007); enterprises in the private sector have increased use of performance-based 

rewards to motivate individuals. Managers motivated by performance-based rewards 

may use more MAS information to achieve performance. 

Accordingly, Vietnamese enterprises need to understand how ownership types influence 

the effects of transformational leadership style and reward systems on managers’ use of 

the MAS information. With this understanding, they may apply appropriate ownership 

type, leadership style and reward systems in order to encourage managers to use MAS 

information to make non-routine decisions in a more competitive environment. 

1.3 Research Objectives and Scope of the Research 

As discussed in Section 1.2, few studies examine (a) the relationship between 

transformational leadership style and managers’ use of the MAS information; (b) the 

relationship between reward systems and managers’ use of the MAS information; and 

(c) the impact of ownership types on these relationships. Moreover, there is little 

research into the relationship between managers’ use of the MAS information and 
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managerial performance in a transitional economy such as Vietnam. Therefore, 

conducting a study on these relationships in Vietnam may help enterprises gain a better 

understanding of the role of leadership style, reward systems, and managers’ use of the 

MAS information in improving managerial performance under different types of 

ownership. This study focuses on examining the direct relationships (objectives 1 to 6) 

and indirect relationships (objective 7) to answer RQ1; and the role of ownership type 

(objectives 8 and 9) to answer RQ2:  

1. The relationship between transformational leadership style and managers’ use of 

the MAS information; 

2. The relationship between transformational leadership style and reward systems; 

3. The relationship between reward systems and managers’ use of the MAS 

information; 

4. The relationship between transformational leadership style and managerial 

performance; 

5. The relationship between reward systems and managerial performance; 

6. The relationship between managers’ use of the MAS information and managerial 

performance; 

7. The effects of two mediators ─ the first mediator is managers’ use of the MAS 

information in two relationships: (i) between transformational leadership style 

and managerial performance and (ii) between reward systems and managerial 

performance; the second mediator is reward systems in two relationships: (i) 

between transformational leadership style and managerial performance and (ii) 
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between transformational leadership style and managers’ use of the MAS 

information; 

8. The moderating effect of ownership type on the direct relationships between the 

constructs (examined in objectives 1 to 6); and  

9. The moderating effect of ownership type on the indirect relationships between 

the constructs (examined in objective 7). 

Scope of the research 

This study was conducted in Vietnamese enterprises with different types of ownership 

(including SOEs, POEs, and FOEs). Most enterprises are situated in key economic 

regions in Vietnam: the North, the Centre and the South (Key economic regions in Viet 

Nam, 2010). This study focused on the medium to large enterprises located in these 

regions of the country. Small companies were excluded because of the lack of 

comprehensive management accounting systems in these enterprises (Doan, 2012; 

Huynh, 2008). 

1.4 Research Model 

Given the research objectives, the theoretical model of this study (as illustrated in 

Figure 1.1) examines three effects. The first is the direct effects (i) of transformational 

leadership style on reward systems, (ii) of transformational leadership style and reward 

systems on managers’ use of the MAS information, and (iii) of transformational 

leadership style, reward systems, and managers’ use of the MAS information on 

managerial performance. The second is the mediating roles (i) of managers’ use of the 

MAS information in the relationships between transformational leadership style and 
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managerial performance and between reward systems and managerial performance, and 

(ii) of reward systems in the relationships between transformational leadership style and 

managers’ use of the MAS information and between transformational leadership style 

and managerial performance. The third is the moderating effects of ownership type on 

these direct and indirect effects. 

Figure 1.1. Theoretical Model 

 
 

The variables in the research model are defined below.  

Dependent variable − Managerial performance 

Performance can be viewed at different levels: industry, organisation, divisions 

(corporate, plant, department, or team), or managerial hierarchy (Langfield-Smith, 

Thorne & Hilton, 2006). This study examines managerial performance at the 

department level. Eight functions, such as planning, investigating, coordinating, 

evaluating, supervising, staffing, negotiating, and representing, as developed by 

Mahoney et al. (1965), were used to measure the performance of department managers 

(defined later in chapter 2).  
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Intervening variable − Broad scope MAS information 

The MAS information has four characteristics: scope, timeliness, aggregation, and 

integration. As noted earlier, the three dimensions of the scope of MAS information are 

focus (internal/external information), quantification (financial/non-financial 

information), and time horizon (historical/future-oriented information). Broad scope 

MAS information is from internal and external sources, is of a financial as well as a 

non-financial nature, and is about historical and future events (Chenhall & Morris, 

1986; Gordon & Narayanan, 1984). This study examines the departmental managers’ 

use of broad scope MAS information. 

Intervening variable – Reward systems 

Employees receive a base salary, performance-related pay, and financial/non-financial 

rewards for their activities. “A reward system consists of processes, practices and 

systems that are used to provide levels of pay and benefits to employees” (Langfield-

Smith et al., 2006, p. 627). Performance measures in evaluating and rewarding 

employees’ performance play a very important role. Organisations need reward systems 

with various measures of performance to encourage employees (Davila, 2008). This 

study characterises a reward system in terms of the departmental managers’ perception 

of a link between rewards and their performance. 

Independent variable – Transformational leadership style 

Bass (1990) indicated two prevalent dimensions of leadership style in organisations: 

transactional leadership style (based on transactions between managers and employees) 

and transformational leadership style (focused more on social-emotional needs, such as 
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sharing the organisational vision, assisting, and guiding employees). Transformational 

leadership style is developed from a transactional leadership style. This study examines 

transformational leadership style in terms of departmental managers’ perceptions of 

their superiors’ transformational leadership style. 

Moderating variable − Ownership type 

Ownership types in a transitional economy are more diverse than those in developed 

countries with well-developed capital markets (Tan, 2002). Studies in transitional 

economies often classify ownership based on the nature of owners, such as state, 

private, and foreign (Kato & Long, 2004; Le & Truong, 2005b; Pham & Mohnen, 

2005). In this light, the present study examines ownership types in three groups: state-

owned, privately owned, and foreign-owned enterprises.  

1.5 Research Method 

Managers from departments of sales, production, accounting, marketing, and operation 

are the target population of this study to collect information about their superior’s 

transformational leadership style; about their perception of the reward systems; and 

about their use of the MAS information. A convenience sampling approach was used to 

collect responses. This approach is prone to bias such as under- or over-representation 

of the target population (Kumar, 2006). Therefore, several necessary steps, such as 

careful review of previous studies, multiple reminders to non-respondents, and in-depth 

interviews with managers, were conducted to minimize sampling bias. A cross-sectional 

survey was conducted with well-established instruments taken from previous studies to 

measure variables in this study. An appropriate questionnaire (tested through a pilot 

study) was used for data collection. A total of 191 responses collected through a web-
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based survey were used for data analysis. The SmartPLS 2.0 (M3) Beta software 

package (Ringle, Wende & Will, 2005) was used to test the hypotheses of the PLS-SEM 

model of the research. 

1.6 Research Setting: Vietnam 

Vietnam is a transitional economy moving from a centrally planned economy to a 

market-oriented one. After the Vietnam War 1954-1975, the country was reunited; the 

centrally planned economy was established throughout the whole country (Chaponnière, 

Cling & Bin, 2007). Economic reform began in 1986 after a decade of isolation from 

western countries. The economy has shifted from a centrally planned economy to a 

“market-oriented socialist economy under state guidance” (Beresford, 2008, p. 221).  

The reform process was very successful. Rapid economic growth (in terms of increase 

in GDP) driven by first-generation renovation accelerated continuously from 8.1% in 

1993 to 9.9% in 1997 and remained at the average rate of 6.9% per annum in the first 

decade of the 21st century (Asian Development Bank, 1996; Phan, 2008).  This growth 

resulted from implementing the market reform policy, from lifting of the American 

embargo in February 1994, and from new membership in several groups including the 

Association of Southeast Asian Nations (ASEAN) in 1995, the Asia-Pacific Economic 

Cooperation (APEC) in 1998, the ASEAN Free Trade Agreement (AFTA) in 2003, and 

the World Trade Organization (WTO) in 2007.  

These events have encouraged the economy’s development through expanding trade and 

investment, maintaining high growth rates (CIEM, 2010; Vo & Duong, 2009), and 

through Vietnam being one of the most attractive among emerging countries for foreign 

direct investment (FDI) from western countries (Eurasia Review, 2010; West, 2010). 
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FDI inflows increased massively each year, from 1.4 billion USD in 2000 to 11 billion 

USD in 2010 (Foreign direct investment in Vietnam, 2012). The process of conversion 

of SOEs into joint corporations, or equitisation/privatisation, also accelerated rapidly 

from 2000 to 2010. In order to create an environment for the development of a multi-

sector economy that complied with WTO rules, Vietnam has been under pressure to 

improve its social, economic and legal systems. Before 2006, enterprises operated under 

the laws established for each sector (e.g., the Law on State Enterprises, Law on Foreign 

Investment in Vietnam, and Law on (non-state) Enterprises). From 2006, all enterprises 

have established, organised and operated under one law, the Law on Enterprises, 

promulgated by the Vietnamese National Assembly in November, 2005. According to 

this law, enterprises operate in Vietnam under four types of ownership: limited liability 

company, joint stock company, partnerships and sole traders. All economic sectors, 

such as state-owned, non-state-owned, and foreign-invested, are compulsorily 

established and operated according to one of these ownership types (Pham, 2010; 

Sjöholm, 2006; Vietnamese Government, 2006).  

Vietnamese enterprises require the MAS information to improve performance while 

operating in times of rapid change. Managers’ use of the MAS information is important 

when enterprises operate in a dynamic and competitive business environment (Mia & 

Clarke, 1999). Therefore, Vietnamese enterprises may use more of MAS information 

for decision making. The extent to which MAS information is used in Vietnamese 

enterprises may depend on the types of ownership and on other factors such as 

leadership style and reward systems.  To date, there has been no research on managers’ 

use of the MAS information and related factors  conducted in Vietnam. Such studies 
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may provide a better understanding of managers’ use of the MAS information in a 

transitional economy.  

1.7 Structure of the Thesis 

The rest of the thesis is as follows. 

Chapter 2 reviews the contingency theory and the contingency-based studies regarding 

the MAS information. The contextual variables, such as leadership style and reward 

systems, and their relationship with managers’ use of the MAS information are 

discussed. Subsequently, the relationships of these variables with managerial 

performance, the dependent variable, are also demonstrated. The impact of ownership 

type in the relationships between variables of the model is then considered. In each 

section, definition of the variable, previous studies on the relationships between the 

relevant variables, the limitations in previous studies, and the need to conduct the 

research in Vietnam are addressed.  

Chapter 3 utilizes the discussions on the limitations found in chapter 2 to develop 

hypotheses of the relationships among variables in the research model. Detailed 

arguments for each direct, mediating, and moderating effect are discussed. In particular, 

the discussion centres on the direct relationships between transformational leadership 

style, reward system, managers’ use of the MAS information, and managerial 

performance; on the mediating role of managers’ use of the MAS information and 

reward systems; on and the moderating effects of ownership types on the model. 

Chapter 4 discusses the research methods including the questionnaire and in-depth 

interviews. The chapter reports procedures of the study, such as sampling process, 
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questionnaire preparation, pilot study, and data collection. The characteristics of data 

and model are then described. Well-established instruments used to measure variables in 

the study are identified. Procedures and tools for data analysis are also discussed. 

Chapter 5 provides research results for the study. The evaluations of the PLS-SEM 

measurement model and the structural model for testing the proposed hypotheses are 

assessed. The results of PLS-SEM analyses relating to path coefficients, R
2
 values, 

mediating and moderating effects are highlighted.  

Chapter 6 discusses the results of hypothesis testing for three sets of relationships: 

direct, indirect, and moderating effects. Contributions and limitations of the research 

and implications for future studies are also presented, followed by the conclusion of the 

study. 
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Chapter 2: Literature Review 

This chapter reviews the contingency theory and the contingency-based studies 

regarding managers’ use of the MAS information in Section 2.1 and 2.2. Subsequently, 

the contextual variables and their relationship with managers’ use of the MAS 

information are discussed: reward systems in Section 2.3; and leadership style in 

Section 2.4. The relationships of these variables with managerial performance (the 

dependent variable) are discussed in Section 2.5. Section 2.6 focuses on the role of 

ownership type in the relationships between variables in the model. The subsections 

within each section contain discussions as follows: definition of the variable; relevant 

previous studies on the relationships between the variables; the limitations in previous 

studies and the need to conduct research in Vietnam. Figure 2.1 illustrates the overall 

framework for the literature review and hypothesis development.  

Figure 2.1. Framework for the Literature Review 
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2.1 Contingency Theory 

Chenhall (2007) defines the term contingency as “something (which) is true only under 

specified conditions” (Chenhall, 2007, p. 191). In particular, “there is no universally 

appropriate accounting system which applies equally to all organisations in all 

circumstances” (Otley, 1980, p. 413). Fisher (1995) notes that the contingency approach 

is situated between the situation-specific approach and the universalistic approach. The 

situation-specific approach considers the unique aspects of  organisational systems. 

Therefore, a generalisation to other firms or situations cannot be applied. By contrast, 

the universalistic approach implies that, in general terms, an optimal system design can 

be implemented in all settings. The contingency approach indicates that the 

appropriateness of system design depends on the setting of the business and that it is 

possible to generalise organisational systems in classes of business settings.  

Contingency theory is the source of several contingency-based management accounting 

studies. Researchers have argued that the implementation of an appropriate MAS in an 

organisation depends on the context under which that MAS operates (Chenhall, 2007; 

Otley, 1980). In reviewing the contingency-based research of the past 25 years (1981-

2006), Chenhall (2007) highlights the six groups of key contextual variables examined 

in relation to MAS: (1) external environment involving uncertainty; (2) technology 

involving complexity, task uncertainty (TU), interdependence, and advanced 

technologies; (3) organisational structure involving decentralisation, team-based 

structure and functional differentiation; (4) size; (5) strategy, such as 

entrepreneurial/conservative, prospectors/analysers/defenders, build/hold/harvest, and 

product-differentiation/cost-leadership strategies; and (6) national culture.  
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Environmental uncertainty is one of the most powerful contextual variables in 

contingency-based research related to broad scope MAS information. Researchers have 

found that, under conditions of high environmental uncertainty, managers are likely to 

use broad scope MAS information in making decisions (Agbejule & Burrowes, 2007; 

Chenhall & Morris, 1986; Chong & Chong, 1997; Gordon & Narayanan, 1984; Mia, 

1993). Studies investigated the impact of technology on managers’ use of the MAS 

information in different contexts. For example, Chong and Eggleton (2003) and Chong 

(2004) found that under high (low) TU managers’ use of the MAS information has 

positive (negative) effects on the performance of managers. Previous studies also 

investigated the effects of advanced technologies, such as total quality management, the 

just-in-time manufacturing system (JIT), and activity-based costing. Mia and Winata 

(2008), for example, reported that JIT applications have positive effects on managers’ 

use of the MAS information, which in turn positively affects the use of information and 

communication technology. Evidence from MAS research indicates that the effects of 

organisational structure on managers’ use of the MAS information depend on particular 

circumstances. In particular, Gordon and Narayanan (1984) found that the relationship 

between broad scope information and organisational structure was not significant in 

mid-western firms. Furthermore, Choe (1998) reported that broad scope MAS 

information was used more in less structured organisations, while narrow scope MAS 

information was preferred in mechanistic organisations (high 

centralisation/formalisation). The extent to which broad scope MAS information is used 

in decision making can vary depending on the fit of organisational structure across life-

cycle stages of the firms (Moores & Yuen, 2001) or managers’ function (Mia & 

Chenhall, 1994). 
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Researchers highlight that some contextual factors, such as leadership style (Chenhall, 

2007), reward system, and ownership (Merchant & Van der Stede, 2007, pp. 723-728), 

have not been widely examined in relation to managers’ use of the MAS information. 

For example, previous studies examined the effect of leadership style on performance 

and job satisfaction (Brownell, 1983), on MAS design (Moores & Yuen, 2001; Naranjo-

Gil & Rinsum, 2006), and on the relationship between managers’ use of the MAS 

information and departmental performance (Patiar, 2005). Riahi-Belkaoui (2002) 

examined reward systems as a contextual factor affecting the effectiveness of budgeting 

techniques. Ownership type has been examined as a contextual variable influencing the 

adoption of management accounting practices (Abugalia, 2011; Doan, 2012; Haldma & 

Lääts, 2002; Scapens & Yan, 1993) and as the implementation of management control 

systems (Merchant & Van der Stede, 2007, pp. 723-728). The extant literature indicates 

that there are few studies on the effect of these contextual factors on managers’ use of 

the MAS information.  

Chenhall (2007) indicates that findings from contingency-based studies may provide the 

guidelines for organisations to develop managerial use of broad scope MAS in 

particular contexts. Accordingly, it is useful for the present study to apply contingency 

theory to examine the appropriate extent of managers’ use of the MAS information in 

different groups of enterprises in the context of Vietnam, a transitional economy. 

Considering the associations between contextual factors, such as leadership style, 

reward systems, and ownership type, in the relation to managers’ use of the MAS 

information within organisations in Vietnam, may lead to a better understanding of the 
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issue in the Vietnamese context. Further discussion on this issue is presented in the next 

section. 

2.2 Contingency-based Studies on Managers’ Use of the MAS Information 

Management accounting systems are an important component of an organisational 

management information system. This component provides information for planning 

and controlling operations and measuring performance. A MAS includes four 

components: a costing system, a budgeting system, a performance measurement system, 

and a cost management system (Langfield-Smith et al., 2006; Sharma, Jones & 

Ratnatunga, 2006). According to Chenhall and Morris (1986), MAS information has 

four characteristics of information: scope, timeliness, aggregation and integration. This 

study focuses on the scope of MAS information, which has three dimensions: focus 

(internal/external information), quantification (financial/non-financial information), and 

time horizon (historical/future-oriented information). Chenhall and Morris (1986) state 

that broad scope MAS information includes internal (e.g., operation, finance, marketing 

and human resources) and external (e.g., economic conditions, customer taste and 

competitors); financial and non-financial (e.g., output rate and machine efficiency); and 

historical and future-oriented information (e.g., expected price and expected sales 

volume).  

The extent to which broad scope MAS information is used in managerial decision 

making depends on the context. Researchers have conducted contingency-based MAS 

research to examine the relationships between contextual factors and MAS.  A review of 

previous studies on this issue may provide a general view of propositions relating MAS to 
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contextual factors. Table 2.1 provides a summary of these previous studies on broad 

scope MAS information and related variables.  

Previous studies have examined MAS from several perspectives, such as MAS design, 

the usefulness of MAS, and managers’ use of the MAS. Regarding MAS design, for 

example, researchers argue that contextual factors, such as perceived environmental 

uncertainty (PEU), strategy, task uncertainty, decentralisation (DEC) and organisational 

structure, play important roles in designing MAS (Chong & Chong, 1997; Gul & Chia, 

1994; Naranjo-Gil & Rinsum, 2006). These factors are also related to the managers’ 

perceptions of usefulness of MAS (Chenhall & Morris, 1986; Fisher, 1996; Mia & 

Goyal, 1991; Sharma et al., 2006). Managers’ use of the MAS can have different effects 

depending on the level of fit between MAS and the context (Gerdin, 2005a), life cycle 

stages (Moores & Yuen, 2001), background of managers (Etemadi et al., 2009; 

Naranjo-Gil & Hartmann, 2006; Rasid, Rahman & Ismail, 2011), and organisational 

culture (Agbejule, 2011). Several studies have examined the effects of contextual 

factors on the use of broad scope MAS information. Most studies are from developed 

countries, such as the United States (Gordon & Narayanan, 1984; Linn, Casey, Johnson 

& Ellis, 2001), Australia (Abernethy & Guthrie, 1994; Chenhall & Morris, 1986; Chong 

& Eggleton, 2003; Mia & Chenhall, 1994; Mia & Winata, 2008), and Finland 

(Agbejule, 2005).  
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Table 2.1. Summary of Studies Relating to MAS  
 Author(s)/Year Country Related variable(s) Dependent variable(s) Perspectives of MAS Findings Sample 

1.  Gordon & 

Nararyanan 

(1984) 

United 

States 

PEU 

Organisational structure 

Information 

characteristics 

PEU 

Organisational structure 

Information 

characteristics 

Three characteristics of 

information: external, 

non-financial and ex 

ante 

Organisational information system was not significantly 

related to organisational structure 

Decision makers are likely to use more broad scope 

information when PEU is greater 

34 senior managers 

from profit-oriented, 

medium size, mid-

western domiciled firms 

2.  Chenhall & 

Morris (1986) 

Australia DEC 

PEU 

Organisational 

interdependence 

Perceived usefulness of 

MAS 

Perceived usefulness of 

MAS information in 

four dimensions: scope, 

integration, aggregation 

and timeliness  

DEC was related to aggregated and integrated 

information 

PEU was related to broad scope and timely information 

Organisational interdependence was related to broad 

scope, aggregated and integrated information 

PEU was indirectly related to organisational 

interdependence through DEC 

68 managers 

3.  Kim (1988) USA MAS design 

User information 

satisfaction 

Technology 

Performance MAS design The match between MAS task predictability and 

coordination modes and good performance as measured 

by user information satisfaction are significantly 

associated 

28 medium to large 

hospitals 

4.  Gul (1991) Australia MAS  

PEU 

Managerial performance MAS sophistication in 

four dimensions and 

available information 

Sophisticated MAS had a positive (negative) effect on 

performance under high (low) levels of uncertainty 

42  managers/owners of 

light engineering 

manufacturing firms 

5.  Mia & Goyal 

(1991) 

New 

Zealand 

Span of control  

Perceived task 

interdependence  

MAS  Perceived MAS 

usefulness in four 

dimensions: scope, 

integration, aggregation 

and timeliness 

Span of control was positively and directly related to 

broad scope MAS information 

Span of control had an indirect positive relationship with 

four types of MAS information through the intervention 

of perceived task interdependence 

Sub-unit supervisors 

from 21 public hospitals  

6.  Mia (1993) Australia MAS  

PEU  

Managerial performance 

 

Job satisfaction  The use of MAS 

information 

PEU and MAS, MAS and managerial performance, and 

PEU and job satisfaction are direct relationships 

When PEU increases, managers use more MAS 

information in order to improve their performance 

MAS information does not play the role of a mediator in 

the relationship between PEU and job satisfaction 

70 department/section 

managers 

7.  Abernethy & 

Guthrie (1994) 

Australia Strategic Business Unit 

(SBU)  strategy  

Management 

Information System 

(MIS) 

SBU performance Quantification and time 

horizon of MIS (scope 

of the information 

system) 

The fit between MIS and SBU strategy influences SBU 

effectiveness 

A broad scope system is more effective in “Prospector” 

rather than “Defender” firms 

The involvement of management accountants in 

designing and implementing MAS is very useful 

 

49 SBU managers from 

two large diversified 

corporations 
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 Author(s)/Year Country Related variable(s) Dependent variable(s) Perspectives of MAS Findings Sample 

8.  Gul & Chia 

(1994) 

Singapore MAS information 

DEC 

PEU 

Managerial performance Perceptions of the 

availability of  MAS 

information 

characteristics of broad 

scope and aggregation 

The interaction between DEC and the availability of 

MAS information had a positive (negative) effect on 

managerial performance under high (low) PEU 

48 managers 

9.  Mia & 

Chenhall 

(1994) 

Australia Broad scope MAS 

information  

Functional 

differentiation and TU  

Managerial performance The use of broad scope 

MAS information 

Marketing managers used more broad scope MAS 

information to enhance their performance 

There was a negative relationship between  the use of 

MAS information and the performance of production 

managers 

29 marketing managers 

and 46 production 

managers chosen by 

their CEOs from 12 

manufacturing firms 

>1,000 employees  

10.  Chia (1995) Singapore MAS information 

DEC 

 

Managerial performance The perceived 

usefulness of  MAS 

information 

characteristics (broad 

scope, aggregation, 

integration and 

timeliness) 

The effect of the sophistication level of MAS information 

on managerial performance is significantly moderated by 

decentralisation  

48 senior staff  

11.  Chong (1996) Australia Broad scope MAS   

TU 

Managerial performance The use of broad scope 

MAS information 

There was a positive (negative) relationship between the 

use of broad scope MAS information and managerial 

performance under high (low) TU  

42 managers in 

manufacturing 

companies 

12.  Fisher (1996) Australia PEU 

Locus of Control  

MAS usefulness 

 

The perceived 

usefulness of 

information: timeliness 

and scope 

There was a positive (negative) relationship between PEU 

and the perceived usefulness of information with 

managers who had an external (internal) locus of control 

98 managers in 

different industries 

13.  Chong & 

Chong (1997) 

Australia MAS design 

PEU 

SBU strategy 

SBU performance The use of MAS 

information 

SBU strategy and PEU played important roles in 

designing MAS; and the use of broad scope MAS 

information strongly affected SBU performance 

62 SBU managers from 

manufacturing 

companies 

14.  Choe (1998) South Korea Use participation (UP) 

TU 

Structure 

Information 

characteristics and MAS 

performance 

MAS performance: user 

satisfaction and system 

use  

Information 

characteristics: scope, 

timeliness and 

aggregation 

UP had no effect on the relationship between information 

characteristics and MAS performance under low TU 

MAS performance increased in: (1) high TU and 

aggregated and timely information with high UP 

(2) less structured organisation and broad scope, 

aggregated and timely information with high UP 

(3) mechanistic organisation and narrow scope and 

disaggregated information with high UP 

 

 

450 MAS users in 107 

subunits (general 

management, finance, 

planning and cost 

management) 
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 Author(s)/Year Country Related variable(s) Dependent variable(s) Perspectives of MAS Findings Sample 

15.  Chong (1998) Australia MAS  

Tolerance for ambiguity 

Managerial performance Use of broad scope 

MAS information 

The interaction between the use of MAS information and 

tolerance for ambiguity impacts managerial performance 

63 managers in 

manufacturing firms 

16.  Mia & Clarke 

(1999) 

Australia MAS  

Market competition 

Business unit (BU) 

performance 

Managerial use of MAS 

information 

There was an indirect relationship between the intensity 

of market competition and BU performance via MAS 

information use 

61 BU managers 

17.  Bouwens & 

Abernethy 

(2000) 

Netherlands Customization 

Interdependence 

 

MAS  The importance of the 

dimensions of scope, 

integration, aggregation 

and timeliness  

There was a tendency of an indirect relationship between 

customisation and MAS use through interdependencies, 

rather than a direct association between them 

170 production and 

sales managers  

18.  Mia (2000) Australia Adoption of JIT 

Provision of MAS 

information 

Organisational 

performance 

(Profitability) 

Target and actual 

performance-related 

MAS information  

Organisations that adopt JIT with a high (low) provision 

of information gain high (low) profit 

55 financial controllers  

19.  Linn et al. 

(2001) 

USA PEU 

Budgetary participation 

Budgetary emphasis 

MAS 

Budgetary slack 

 

Broad scope MAS use PEU and budget emphasis significantly and positively 

affected budgetary slack  

Budget participation (BP) was not significantly associated 

with budget slack 

No significant effects of  MAS on the above relationships 

200 managers 

20.  Moores & 

Yuen (2001) 

Australia Ownership structure 

Organisational life-cycle 

MAS, Strategy 

Leadership style 

Organisational 

characteristics 

Broad scope, 

integration, aggregation 

and timeliness 

MAS formality changed to complement organizational 

characteristics across life-cycle stages 

 49 CEOs of business  

 Field study: semi-

structured interview 10 

CEOs 

21.  Tsui (2001) China & 

Hong Kong 

MAS  

Budgetary participation 

National culture 

Managerial performance Two dimensions of 

MAS information: 

scope and timeliness 

For high levels of BP, the relationship between MAS and 

managerial performance differed depending on cultures: 

negative with Chinese managers, positive with western 

managers 

89 Sub unit managers 

22.  Chong & 

Eggleton 

(2003) 

Australia TU  

MAS 

Locus of control 

Managerial performance The use of broad scope 

MAS information 

Under high (low) TU, the use of more broad scope MAS 

information affected positively (negatively) the performance 

of internal managers while it had no significant effect on the 

performance of external managers 

131 managers from 

manufacturing 

companies 

23.  Chong (2004) Australia TU 

MAS use  

Job-relevent information 

Managerial performance The use of broad scope 

MAS information 

Under high TU with high use of job-relevant information 

(low TU with low use of job-relevant information), the 

use of more broad scope MAS information had a positive 

(negative) effect on managerial performance 

131 senior managers 

from manufacturing 

companies 

24.  Agbejule 

(2005) 

Finland MAS 

PEU 

Managerial performance Use of MAS in five 

dimensions 

The use of MAS had a positive (negative) effect on 

performance under high (low) PEU 

The interaction between PEU and different dimensions of 

MAS impacted performance 

 

69 managers 
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 Author(s)/Year Country Related variable(s) Dependent variable(s) Perspectives of MAS Findings Sample 

25.  Gerdin 

(2005a) 

Sweden Interdependence  

MAS use 

SBU performance Fit between MAS and 

contexts 

The level of fit between context and MAS use was 

positively associated with the level of performance 

160 production 

managers  

26.  Gerdin 

(2005b) 

Sweden Department 

interdependencies  

Organisational structure 

MAS design MAS design at level of 

detail and frequency of 

reporting 

 MAS were designed to adapt to the control requirements 

of certain circumstances 

160 production 

managers  

27.  Patiar (2005) Australia & 

India 

Market competition 

Transformational 

leadership 

MAS  

National culture 

Departmental 

performance 

The use of broad scope 

MAS information 

There were positive interactions between market 

competition, transformational leadership, use of broad 

scope MAS information and departmental performance 

Transformational leadership style and the use of broad 

scope MAS information positively and directly affected 

departmental performance, while market competition had 

a negative direct effect on departmental performance 

164 department 

managers from 4-5 star 

hotels and resorts (132 

from Australia  and 32 

from India) 

28.  Naranjo-Gil & 

Hartmann 

(2006) 

Spain Top management teams 

(TMTs) 

MAS 

Strategy Characteristics and 

purpose of MAS use 

The use of MAS and its effects on strategy 

implementation were different between professional and 

administrative top management teams 

92 TMTs in general 

hospitals 

29.  Naranjo-Gil & 

Rinsum 

(2006) 

Spain Management Style 

MAS 

Organisational 

performance 

MAS design with four 

dimensions: scope, 

integration, aggregation 

and timeliness 

The alignment between  MAS and management style had 

a positive effect on organisational performance 

23 CEOs from public 

hospitals 

30.  Sharma et al. 

(2006) 

Australia MAS  

Managerial control  

Job relevant information 

Managerial performance The use of broad scope 

MAS information 

Decision making was facilitated by linking broad scope 

MAS with professional control more than with 

administrative control. Managerial control moderated the 

relationship between broad scope MAS and job relevant 

information (not for managerial performance) 

56 senior managers of 3 

large food companies 

31.  Agbejule & 

Burrowes 

(2007) 

Finland PEU 

Supplier development  

Broad scope MAS The use of broad scope 

MAS information 

PEU had a direct effect on supplier development, which 

in turn, affected the use of broad scope MAS information 

78 managers 

32.  Naranjo-Gil & 

Hartmann 

(2007) 

 

Spain 

 

Broad scope MAS 

TMT heterogeneity 

Strategic change The use of broad scope 

MAS information 

The top management team heterogeneity significantly and 

directly affected the extent and direction of strategic change 

The use of broad scope MAS played a partial mediating 

role in the relationship between the top management team 

heterogeneity and strategic change 

473 TMT members in 

218 hospitals 

33.  Bangchokdee 

(2008) 

Thailand Competitive strategy 

Product life cycle 

MAS 

Organisational 

performance 

The use of broad scope 

MAS information 

Managers in companies following differentiation 

strategies and/or producing products in the early stages of 

the life cycle needed more broad scope MAS information, 

which in turn improved organisational performance 

51 general managers 

from the electronics 

industry, and 57 general 

managers from food 

processing 
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34.  Heidmann, 

Schäffer, & 

Strahringer 

(2008) 

Germany Strategy sensemaking MAS effectiveness MAS use in four 

dimensions: scope, 

integration, aggregation 

and timeliness 

MAS dimensions have a positive effect on observation, 

interpretation and communication processes in strategic 

sensemaking 

30 interviews with top 

and middle managers 

from 1 large companies 

35.  Mia & Winata 

(2008) 

Australia MAS  

JIT application 

BU Size 

Information and 

communication 

technology  

The use of broad scope 

MAS information 

JIT application had a positive effect on the use of broad 

scope MAS information, which in turn positively affected the 

use of information and communication technology  

76 BU general 

managers from 

manufacturers 

36.  Patiar & Mia 

(2008) 

Australia Market competition  

MAS 

Departmental 

performance 

The use of broad scope 

MAS information 

The interaction between market competition and the use of 

broad scope MAS information significantly affected non-

financial performance (not for the financial performance) 

The differences of demographic variables did not change the 

results relating to non-financial and financial performance 

112 departmental 

managers from 4-5 star 

hotels and resorts 

37.  Soobaroyen & 

Poorundersing 

(2008) 

Mauritius MAS available 

TU 

DEC 

Managerial performance The perceived 

usefulness of  MAS 

dimensions (broad 

scope, aggregation, 

integration, and 

timeliness) 

MAS characteristics had a significant positive effect on 

managerial performance 

The availability of MAS played an important mediating 

role in the relationship between DEC and managerial 

performance (but not significant for the association 

between TU and managerial performance)  

63 managers in 

manufacturing 

companies 

38.  Eker (2009) Turkey MAS  

Budgetary participation  

Managerial performance Broad scope and 

timeliness MAS 

information  

The interaction between BP and MAS information had a 

positive effect on managerial performance 

The use of MAS information positively affected 

managerial performance 

150 subordinates in 

accounting and finance 

departments 

39.  Etemadi, 

Dilami, Bazaz, 

& 

Parameswaran 

(2009) 

Iran Organisational culture 

Budgetary participation 

MAS information 

Managerial performance Broad scope and 

timeliness 

The effects of the interaction between independent 

variables on managerial performance were different 

depending on the cultural background of managers 

Western management accounting practices (MAPs) 

applied in the Iranian context were not as effective as 

they were in western countries 

256 managers in 

manufacturing 

companies 

40.  Ajibolade, 

Arowomole, 

& Ojikutu 

(2010) 

Nigeria PEU 

MAS design 

Organisational 

performance 

Level of sophistication 

in MAS design 

 

 

 

 

 

 

Under high PEU, there was a positive relationship 

between MAS design and organisational performance 

 

 

 

 

 

 

 

144 manufacturing 

companies  
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41.  Ivankovic & 

Jerman (2010) 

Slovenia Effectiveness of 

advertising and 

marketing 

Selling prices  

Reservation system and 

marketing strategy  

Departments’ 

profitability 

Organisational 

performance 

 

The use of MAS 

information in two 

dimensions: timeliness 

and adequacy 

General managers and departmental managers are 

different in terms of their respect to their use of MAS 

information for making decisions; their satisfaction and 

frequency of using MAS information.  They also do not 

use the financial and non-financial performance 

indicators with the same frequency 

26 general managers 

and departmental 

managers from middle 

to large hotels 

42.  Susanto 

(2010) 

Indonesia MAS usefulness 

market competition 

SBU performance 

job satisfaction 

The usefulness of broad 

scope and timeliness 

MAS information 

characteristics 

Market competition has a positive effect on the 

relationship between the usefulness of timeliness MAS 

information characteristic, SBU performance and job 

satisfaction 

56 SBU managers from 

manufacturing industry 

43.  Agbejule 

(2011) 

Finland Organisational culture 

Types of MAS use 

Performance The interactive and 

diagnotic types of MAS 

use 

A highly interactive and low diagnostic MAS use 

facilitated flexible value firms achieving highest 

performance 

Both highly interactive and diagnostic MAS use had a 

positive impact on performance in control value firms 

147 senior managers 

44.  Bangchokdee, 

Mia, & 

Winata  

(2011) 

Thailand Competitive strategy 

Product life cycle 

MAS use Use of broad scope 

MAS information 

differentiation strategy at the early stage of product life 

cycle has a positive effect on the use of broad scope MAS 

information 

108 general managers 

in companies within 

food-processing and 

electronics industries 

45.  Islam et al. 

(2011) 

Bangladesh Corporate cultural 

dissonance 

MAS information  

Managerial 

effectiveness 

The MAS information 

adequacy gap 

Decentralised MAPs, improved gathering and sharing 

information system, and enhanced transparency in 

information flow could improve managerial effectiveness 

146 bank managers  

46.  Rasid, 

Rahman, & 

Ismail (2011)  

Malaysia Types of financial 

institutions 

MAS use Use of MAS 

information in four 

dimensions: scope, 

integration, aggregation 

and timeliness 

Managers from Islamic financial institutions (FIs) use 

more MAS information than their counterparts from 

conventional FIs 

45 managers from FIs 

47.  Cheng (2012) Taiwan BP 

Use of broad scope 

MAS 

Management 

performance 

Use of broad scope 

MAS 

Under high (low) BP the correlation between 

perceived usefulness of broad scope MAS information is 

high (low) 

128 managers 

48.  Novas, Sousa, 

& Alves 

(2012) 

Portugal MAS use Intellectual 

capital 

Performance of 

management teams 

Perceived usefulness of 

MAS in four 

dimensions: scope, 

integration, aggregation 

and timeliness 

MAS use has a positive effect on intellectual capital in 

three dimensions, which in turn improves performance 

281 high-level 

managers  
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By contrast, studies on managers’ use of the MAS information in developing countries 

are few in number (Bangchokdee et al., 2011; Patiar & Mia, 2008). In particular, there 

are few such studies carried out in a transitional economy and their findings are 

different from those of studies in developed economies (Ivankovic & Jerman, 2010; 

Tsui, 2001). For example, Tsui (2001) found that (1) the interaction between the effect 

of using broad scope MAS information and budgetary participation on managerial 

performance depends on managerial cultural backgrounds; and (2) western management 

accounting theories might not be applicable in the context of China, a transitional 

economy.  

Several studies on the contextual factors affecting managers’ use of the MAS 

information have focused on environmental uncertainty (Agbejule & Burrowes, 2007; 

Gordon & Narayanan, 1984; Linn et al., 2001), functional differentiation (Chong & 

Eggleton, 2003; Mia & Chenhall, 1994), TU (Chong, 1996, 2004; Mia & Goyal, 1991), 

intensity of market competition (Mia & Clarke, 1999; Patiar & Mia, 2008), technology 

(Mia & Winata, 2008), span of control (Mia & Goyal, 1991), culture (Etemadi et al., 

2009; Patiar, 2005; Tsui, 2001), and strategy (Abernethy & Guthrie, 1994; 

Bangchokdee, 2008; Chong & Chong, 1997). Although relatively few researchers have 

examined variables such as leadership style and ownership type (e.g., Moores & Yuen, 

2001; Naranjo-Gil & Rinsum, 2006; Patiar, 2005), these two factors play important 

roles within organisations in a transitional economy (Tan, 2002; Truong & Nguyen, 

2002; Zhu et al., 2007).  

Systematic study of MAS in Vietnamese enterprises is basic; most studies were written 

in Vietnamese and unpublished. These studies focus mostly on MAS design and the 
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adoption of MAPs (e.g., Doan, 2012; Huynh, 2008). For example, Doan (2012) 

considered the moderation of factors, such as firm size, age, and ownership, on the 

adoption of MAPs in Vietnamese enterprises. The impact of ownership type was 

unclear due to the small sample size for each group of ownership type (Doan, 2012). 

The extant literature in Vietnam includes no contingency-based studies on MAS that 

examine the impact of contextual variables, such as leadership style, reward system, and 

ownership type. As discussed in Section 1.2.2, these variables play an important role in 

Vietnamese organisations (Nguyen, 2008; Zhu et al., 2008). Accordingly, by examining 

the effect of these variables on managers’ use of the MAS information in the context of 

Vietnam, this study can provide a better understanding of the roles of contextual factors 

in the MAS literature. 

In general, several studies have examined several factors relating to MAS in terms of 

MAS design, the usefulness of MAS, and managers’ use of the MAS information. 

However, such studies are few in the context of a transitional economy. Managers’ use 

of the MAS information in a transitional economy may be different from that in the 

other economies. A transitional economy with several newly emerging concepts and 

changes is less stable than a developed one. Bailey, Alver, Mackevicius, and Paupa 

(1995) argue that accounting information needs depend on the nature of an economy. 

The requirement of accounting information is influenced by the rate of economic 

development. Moreover, the extant literature indicates that there are few studies on the 

impact of contextual factors, such as leadership type, reward systems, and ownership 

type, on managers’ use of the MAS information. Consequently, this study attempts to 

fill a gap by examining managers’ use of the MAS information in relation to these 
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contextual factors (e.g., leadership type, reward systems and ownership type) in the 

context of Vietnam, a transitional economy, in order to contribute to the literature. 

As a transitional economy, Vietnam has moved from a centrally planned to a market-

oriented economy. In order to cope with a more competitive business environment in 

the process of economic change, managers require more broad scope MAS information 

in making decisions (Chong & Eggleton, 2003; Mia & Chenhall, 1994). Vietnamese 

enterprises have recognised the importance of using MAS information for making 

decisions in a rapidly changing business environment. They have implemented MAS to 

provide information that helps managers in making decisions (Huynh, 2008). However, 

managers’ use of the MAS information improves managerial performance only when 

related factors, such as external environment, culture, and organisational structure, are 

appropriate (Chenhall & Chapman, 2006). Moreover, as discussed in Section 1.2.1, 

there are few management accounting studies in Vietnam and their focus  is mostly on 

MAS design (Huynh, 2008), adoption of MAPs (Doan, Nguyen & Mia, 2011), and 

computerised accounting system adoption (Wang & Huynh, 2013). In particular, 

contingency-based studies on managers’ use of the MAS information have not been 

carried out in Vietnam. Therefore, this issue is still unclear in the context of Vietnam. 

The current study can contribute to a better understanding of the issue. Additionally, 

Vietnamese enterprises need to understand the effects of contextual factors and 

managers’ use of the MAS information to support managers in decision making. This, 

in turn, assists designing and implementing appropriate MAS in organisations to 

improve performance.  
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In summary, it is necessary to examine managers’ use of the MAS information in 

Vietnamese enterprises for three main reasons. First, few studies on MAS in a 

developing and transitional economy such as Vietnam have been conducted. Second, as 

discussed in Section 1.2.2 and explained further in the following sections, there is a lack 

of research on the effects of leadership style, reward systems and ownership type on 

managers’ use of the MAS information. Finally, Vietnamese enterprises need to 

understand the effects of contextual factors on the extent to which managers’ use of the 

MAS information can improve performance.  

2.3 Reward Systems 

A reward system is considered as a sub-element in the management process of 

organisations and as a motivator of managerial performance (Davila, 2008). According 

to Langfield-Smith, Thorne and Hilton (2006), “a reward system consists of processes, 

practices and systems that are used to provide levels of pay and benefits to employees” 

(p. 627). Gross and Friedman (2004) argue that a reward system “…now encompasses 

the overall value proposition that the employer offers to the employee” (p. 8). It 

includes three elements: compensation (including base pay, short-term and long-term 

incentives); benefits (including health and insurance, retirement, work/life); and careers 

(including training, development, and career opportunities). 

Types of rewards 

Rewards can range from extrinsic to intrinsic rewards. Extrinsic rewards, which are 

from an external resource, can be in the form of financial rewards (e.g., competitive 

salary, compensation for working hard) or non-financial outcomes (e.g., better 

computer/office, overseas travel, dinner, and praise from senior managers). Intrinsic 
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rewards, which employees derive from their work experiences, can motivate employees 

through less tangible aspects of their job such as opportunities to select appropriate 

activities and satisfaction from performing well (Chenhall & Langfield-Smith, 2003; 

Langfield-Smith et al., 2006). Employees can receive financial/non-financial and 

tangible/intangible rewards for their activities (Langfield-Smith et al., 2006). A tangible 

means of reward is compensation, such as bonuses, benefit packages, stock options, and 

a pension plan. This type of direct reward approach is a powerful motivator of managers 

towards better performance (Mullins, 2010). 

A good reward system has to include two aims: rewarding employees for the outcomes 

of past actions/decisions and encouraging people to improve their performance. In other 

words, in a reward system, two issues need to be considered: performance (including 

definition and evaluation of performance, as well as feedback to employees) and 

rewards (Kerr & Slocum, 1987). Kerr and Slocum (1987) identify two types of reward 

systems: hierarchy-based systems (in which superiors define and evaluate subordinates’ 

performance) and performance-based systems (in which performance is objectively 

defined, evaluated, and linked to rewards).  

Performance-based reward systems “…base rewards on achieving some performance 

targets” (Langfield-Smith et al., 2006, p. 629). Therefore, the job of managers is 

specifically defined to encourage managerial performance (Kerr & Slocum, 1987). 

Thus, a close linkage between rewards and performance targets may motivate managers 

to achieve higher performance (Bonner & Sprinkle, 2002; Sprinkle, 2000). Rewards can 

be linked to performance targets, such as meeting or exceeding the budget targets 

(Shields & Young, 1993), varying budgeted targets to actual performance (Chow, 
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Shields & Wu, 1999), or achieving comprehensive performance measures (Schulz, Wu 

& Chow, 2010). This study characterises reward systems in terms of the departmental 

managers’ perception of a link between rewards and performance targets/measures 

(hereafter reward systems).  

Researchers argue that the effects of reward systems vary depending on particular 

circumstances such as culture and economics (Ji, Lu & Aiken, 2007; Vance, McClaine, 

Boje & Stage, 1992). In particular, examining the use of intrinsic/extrinsic rewards 

across various cultures (the United States, Indonesia, Malaysia, and Thailand), Vance et 

al. (1992) found significant differences between western (the United States) and Asia 

Pacific-Rim firms as well as differences among Asia Pacific-Rim firms. Moreover, Ji et 

al. (2007) highlight that the business environment in China, a transitional economy, 

changes more rapidly than in western countries; therefore factors affecting the 

evaluation and reward systems in Chinese firms are more uncertain.  

Reward systems in Vietnamese SOEs are set based on government’s regulations. These 

systems rarely relate directly to enterprise efficiency and employees’ efforts (Doanh & 

Tran, 1998; Zhu et al., 2007). On the other hand, enterprises in the private sector are 

free to set up an appropriate reward system for their organisation, where rewards have a 

close link to individual/team performance. Reward systems in Vietnam have changed 

and improved; however, their broad differences among enterprises depend on several 

factors. The effects of contextual factors, such as leadership style and ownership type, 

on reward systems and of rewards on performance, are often uncertain in a rapidly 

changing business environment (Ji et al., 2007).  
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Several studies relating to reward systems have been conducted in Vietnam; however, 

most of them related to human resource management (HRM). The extant literature has 

no studies examining reward systems in relation to managers’ use of the MAS 

information have been conducted in Vietnam. Accordingly, studies on the effects of 

reward systems need to be conducted to achieve a better understanding of the use of 

rewards in different circumstances such as a transitional economy such as Vietnam. 

Moreover, Vietnamese enterprises need to understand the interactions between reward 

systems and contextual factors in order to implement appropriate reward systems in 

their organisations.  

Reward systems and managers’ use of the MAS information 

Reward systems and their association with other variables have attracted the attention of 

management accounting researchers (Davila, 2008). Reviewing more than 120 papers 

presented at the Fourth Conference on Performance Measurement and Management 

Control, Davila (2008) points out that over 16 per cent concentrated on the association 

between rewards/compensation and performance. These studies emphasise the 

important role of performance measures in evaluating and rewarding employees. 

Organisations need reward systems with various measures of performance to encourage 

employees. In particular, Nohria, Groysberg, and Lee (2008) argue that reward systems 

act as one of the drivers in the employee motivation model of organisations by (1) 

sharply differentiating between good performers and poor performers; (2) linking 

rewards clearly to performance; and (3) paying as well as competitor organisations. 

Moreover, in order to motivate managers, rewards need to be renewed and managers 

need to be aware of the purpose of rewards (Lawson & Samson, 2001). In order to 
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achieve targets and thus to obtain rewards, managers tend to use appropriate 

information in making decisions (Eldenburg & Krishnan, 2008; Henri, 2006). For 

example, performance targets such as production and cost goals might affect the 

tendency to use MAS information such as budgets and standards to make production 

and pricing decisions in order to achieve desired targets (Sprinkle & Williamson, 2007). 

There is thus a potential effect of reward systems on the extent to which MAS 

information may be used by managers. However, the literature review shows that 

studies on the relationship between reward systems and managers’ use of the MAS 

information have not been carried out. Thus, conducting research on this relationship 

can contribute to the MAS knowledge. 

2.4 Leadership Style 

A manager’s leadership style plays an important role in creating organisational systems 

and motivating subordinates (Bass & Avolio, 1994; Lee & Chang, 2006). However, 

particular leadership styles have different effects on managers’ use of the MAS 

information in making decisions to improve managerial performance. Moreover, the 

effects of leadership style on managers’ use of the MAS information also depends on 

the context (Chenhall, 2007).  

In previous studies over several decades, researchers have used various definitions for 

leadership style. These definitions commonly focus on the leader as a person, on the 

leader’s behaviour and influence, and on the process of interactions between the leader 

and subordinates (Bass, 1985, 1990; Bass & Bass, 2008). According to Yukl (2012), for 

example, leadership style is defined as the way of “influencing others to understand and 
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agree about what needs to be done and how to do it” and “facilitating individual and 

collective efforts to accomplish shared objectives” (Yukl, 2012, p. 8).  

Types of leadership styles 

Leadership styles have been measured by a large number of dimensions. These 

dimensions can be participative, democratic/autocratic, future oriented, 

internal/external, individual/organisational goals, flexible/inflexible, interactive, 

technology oriented, communicative, persuasive, representative, conservative, 

entrepreneurial, professional, bureaucratic, organic, authoritarian, intuitive, familial, and 

altruistic (Bass, 1990; Bass & Avolio, 1997; Bass & Bass, 2008; Larson, Bussom, 

Vicars & Jauch, 1986; Stogdill, Goode & Day, 1963). In particular, based on the 

purpose of the interaction and organisational size, Larson et al. (1986) suggest three 

main leadership styles based on managerial roles: (1) the proactive manager who 

actively initiates a contact (e.g., requests and gives information); (2) the reactive 

manager who responds to initiations and requests from others (e.g., receives and acts 

upon information); and (3) the discretion manager who often takes responsibility for 

roles, such as review, discussion, strategy, and innovation. Stogdill et al. (1963) divide 

leadership style into two scales: (1) the consideration scale (regard for group members’ 

wishes and respect for their contributions); and (2) the initiation of structure scale (clear 

definition of leaders’ role and clear structure for members’ expectations). There are yet 

other ways of classifying leadership styles: the approach introduced by Downton (1973) 

and further developed by Burns (1978) and Bass (1985, 1990) is comparable to the roles 

and scales as mentioned.  
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According to Bass (1990), there are two leadership styles: transactional and 

transformational. Transactional leadership style is similar to the initiation of a structure 

scale outlined in Stogdill et al. (1963), while transformational leadership style and the 

consideration scale both indicate the interpersonal relation between superiors and 

subordinates (Abernethy et al., 2010). Moreover, transactional leadership style is similar 

to the reactive leadership style, while transformational leadership style relates to the 

proactive leadership style. Transactional leadership style is based on transactions 

between managers and employees, such as “reward for good performance, or threat and 

discipline for poor performance” (Bass, 1990, p. 20). Transformational leadership style 

can maximise employees’ interests, “generate awareness and acceptance of the purposes 

and mission of the group”, and guide employees “to look beyond their own self-interest 

for the good of the group” (Bass, 1990, p. 21). Characteristics of leaders with a 

transactional and a transformational leadership style are shown in Table 2.2. 

Table 2.2. Characteristics of Leadership Styles 

Transformational leader 

Charisma Provides vision and sense of mission, instills pride, gains 

respect and trust. 

Inspiration Communicates high expectations, uses symbols to focus 

efforts, expresses important purposes in simple ways. 

Intellectual Stimulation Promotes intelligence, rationality, and careful problem solving. 

Individualized Consideration Gives personal attention, treats each employee individually, 

coaches, advises. 

Transactional leader 

Contingent Reward Contracts exchange of rewards for effort, promises rewards for 

good performance, recognizes accomplishments. 

Management-by-Exception 

(active) 

Watches and searches for deviations from rules and standards, 

takes corrective action. 

Management by Exception 

(passive) 

Intervenes only if standards are not met. 

Laissez-Faire Abdicates responsibilities, avoids making decisions 

Note: Adapted from Bass (1990, p. 22)  
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The components of leadership styles were remodeled by Avolio, Bass and Jung (1999) 

as shown in Table 2.3. These authors suggest that model 3 was the best fitting 

hierarchical model. In this model, there are three factors: transformational leadership 

style (including charsimatic/inspirational and intellectual stimulation); transactional 

leadership style (including individualised consideration and contingent reward); and 

corrective avoidant leadership style (including management-by-exception and laissez-

faire). 

Table 2.3. Re-examining the Components of Leadership Styles 

Bass (1985) Bass (1990)  
Avolio, Bass and Jung (1999) 

Model 1 Model 2 Model 3 

Charisma  Charisma/ 

Inspirational (CH) 

Active 

constructive 

(CH, IS, IC, CR) 

Transformational 

(CH, IS) 

Transformational 

(CH, IS) 

Inspirational  

Intellectual 

stimulation (IS)  
IS 

Individualized  

consideration (IC) 
IC 

Transactional 

(IC, CR) 

Transactional 

(IC, CR) Contingent reward 

(CR) 
CR 

Management-by-

Exception (ME) 

Active ME 
Passive corrective 

(ME, Laissez-

faire) 

Passive corrective 

(ME, Laissez-

faire) 

Corrective 

avoidant 

(ME, Laissez-

faire) 

Passive ME 

Laissez-faire Laissez-faire 

Note. CH = Charisma; IS = Intellectual stimulation; IC = Individualized  consideration; CR = Contingent 

reward; ME = Management-by-Exception. Adapted from Avolio, Bass and Jung (1999) 

 

Avolio (2011) argues that the same manager may exhibit both transactional and 

transformational leadership styles. In fact, a transactional leadership style is necessary 

to develop a transformational leadership style (Ardichvili, 2001; Avolio, 2011). 

Transactional leadership style is appropriate in a stable business environment (Bass, 
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1990). In particular, if the market and workforce are stable, then promises, rewards, 

rules and regulations delivered by transactional leaders are quite effective in influencing 

their subordinates to fulfill their tasks. By contrast, in a changing environment, firms 

need senior managers with a TLS who can act flexibly in order to cope with rapid 

changes and an uncertain environment (Bass, 1990).  

Following Bass (1990) and Yukl (1999), this study examines transformational 

leadership style as a style that supports subordinates by raising awareness of their 

importance and the value of expected outcome; and motivates them by satisfying their 

needs for attention and personal development in the collective vision of the 

organisation. To measure transformational leadership style, a list of questions selected 

from the Multi-factor Leadership Questionnaire (MLQ) developed by Bass (1990) and 

extended by Avolio et al. (1999) is used. In this study, transformational leadership style 

is examined in terms of departmental managers’ perceptions of their superiors’ 

transformational leadership style (including charisma/inspiration and intellectual 

stimulation dimensions).  

A particular leadership style may require an appropriate MAS in a given context 

(Naranjo-Gil & Rinsum, 2006; O’Connor et al., 2004). The effects of leadership style 

are different among countries or even among organisations in one country. These effects 

depend on several factors in the business environment in which the firm operates; 

therefore, the theory of leadership style in one context may have limited use in another. 

Consequently, it is crucial to examine the relationship between leadership style and 

managers’ use of the MAS information in different contexts. The literature review finds 

very little research on this relationship in a transitional economy.  
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As mentioned in Section 1.2.2, leadership styles in a transitional economy such as 

Vietnam are mixed, depending on particular circumstances such as the location and 

ownership of the enterprises. For example, Ralston et al. (1999) highlight differences in 

leadership style between managers from northern and southern Vietnam: managers in 

the North were more western-orientated and individualist than their counterparts in the 

South. Truong and Nguyen (2002) argue that leadership styles in state-owned 

companies are different from those in joint venture (JV) enterprises. Leadership styles 

in state-owned organisations were bureaucratic, familial, conservative and authoritarian. 

The “familial” leadership style also widely dominated private enterprises, while the 

participative (transformational) leadership style was popular in JV companies (Truong 

& Nguyen, 2002). A mixture of leadership styles may have different influences on 

organisational characteristics in Vietnamese enterprises. In a rapidly changing business 

environment such as Vietnam, a transformational leadership style may be appropriate 

(Bass, 1990). In the context of Vietnam, this leadership style may motivate managers to 

use MAS information in decision making to improve their performance. Because studies 

on this issue have not been carried out in Vietnam, this prompts the examination in this 

study of transformational leadership style and its association with managers’ use of the 

MAS information and managerial performance in Vietnamese enterprises. Findings of 

this study may provide a better understanding of whether this leadership style motivates 

subordinates to use MAS information in order to achieve high performance.  

Transformational leadership style and managers’ use of the MAS information 

Researchers have conducted a large number of studies related to leadership style 

throughout the world in several fields, such as business, psychology, government, and 
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society (Bass & Bass, 2008). Most studies have focused on the transformational 

leadership style. Managers’ transformational leadership style plays an important role in 

creating organisational culture and motivating subordinates (Bass & Avolio, 1994; Lee 

& Chang, 2006). However, the literature review identifies that very few studies 

examined the relationship between transformational leadership style, managers’ use of 

the MAS information and managerial performance. Hopwood (1974) highlights that 

leadership style moderated the relationship between accounting information and 

decision makers’ behaviour. Moores and Yuen (2001) report that the relationship 

between leadership style and MAS information were different from stage to stage of the 

organisational life cycle. Patiar (2005) shows a positive effect of transformational 

leadership style on the relationship between managers’ use of the MAS information and 

the departmental performance. 

These studies measure leadership style by different instruments: Hopwood (1974) and 

Moores and Yuen (2001) employ the Leader Behavior Description Questionnaire 

(LBDQ) developed by Stogdill et al. (1963); Patiar (2005) uses the MLQ developed by 

Bass and Avolio (1997). This leads to difficulties in comparing the results from these 

studies. In order to maintain the comparability of research findings, this study follows 

Patiar (2005) by using the classification and measurement instrument developed by 

Bass (1990) and Bass and Avolio (1997) to examine transformational leadership style 

relating to managers’ use of the MAS information and managerial performance. 

Leaders are more active than non-leaders in seeking and giving information for their 

group’s interaction or accomplishment of the task, but “when group members are 

overloaded with information, they can fail to lead effectively” (Bass & Bass, 2008, p. 
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117). Although findings from previous studies highlight a positive relationship between 

leadership style and the use of information, the way they use accounting information 

depends on their particular leadership style. In particular, Avolio (2011) argues that 

authentic leaders usually have openness to, and non-defensive orientation towards, all 

aspects of related information before making decisions. Furthermore, managers who 

have a consideration (transformational) leadership style often use the planning and 

control system, build trust and express respect to communicate with their subordinates 

(Abernethy et al., 2010; Hopwood, 1974; Naranjo-Gil & Rinsum, 2006).  

Transformational leadership style and reward systems 

Leadership styles can influence other organisational characteristics such as employees’ 

behaviour (Jung, Chow & Wu, 2003) and the preferred and implemented evaluation 

method (Lau & Buckland, 2001). According to Jung et al. (2003), an organisation needs 

to consider the employee’s behaviour as a function in developing the performance 

evaluation and reward systems (e.g., the extent of performance-based rewards).  

Therefore, leadership styles can affect reward systems. 

Previous studies have examined the relationship between leadership style and rewards; 

however, the results are mixed. The effects of leadership style on rewards can be 

different depending on particular leadership styles. For example, Kahai, Sosik, and 

Avolio (2003) report a negative effect of both transactional and transformational 

leadership styles on rewards. By contrast, in the study conducted by Abernethy et al. 

(2010) this relationship was positive. Goleman (2000) reports correlations between six 

leadership styles and rewards as positive, with four leadership styles (authoritative, 

affiliative, democratic, and coaching) and negative with the other two leadership styles 
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(coercive and pacesetting). Comparing the results of these studies is problematic 

because they use different classifications of leadership styles and different scales for 

measuring rewards: the transactional and transformational leadership styles in Kahai et 

al. (2003) versus the consideration and initiating structure leadership styles in 

Abernethy et al. (2010) or the six leadership styles of authoritative, affiliative, 

democratic, coaching, coercive and pacesetting in Goleman (2000). Rewards have been 

examined in terms of the performance measurement system (Abernethy et al., 2010), the 

perception of performance-based rewards at individual or group level (Kahai et al., 

2003), or the organisational working environment including rewards (Goleman, 2000). 

These inconsistent results prompt this study to examine the effect of leadership style on 

reward systems to improve understanding of the issue.  

Transformational leadership style plays an important role in developing creativity and 

innovation because this leadership style has a positive effect on organisational 

innovation (Jung et al., 2003; Yukl, 2008). Senior managers with a TLS consider 

rewards to be one of the main managerial tools in supporting creativity and innovation 

(Jung et al., 2003; Walton, 2003) and improving performance (Yukl, 2012). In the 

context of Vietnam, the reform process forces enterprises to innovate and adapt to the 

rapidly changing environment of a transitional economy (Zhu & Verstraeten, 2013). 

Previous studies in Vietnam have reported the positive effect of appropriate leadership 

styles in the success of managers (Kamm, 2008), in technology transfer and innovation 

effectiveness (Nguyen & Nguyen, 2013), and the development of HRM practices in the 

reform process (Zhu, 2002; Zhu et al., 2007). However, no studies explore the 

relationship between transformational leadership style and reward systems in the 
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context of Vietnam. Accordingly, examining this relationship in Vietnamese enterprises 

may help to develop a better understanding of appropriate leadership styles which 

facilitate suitable reward systems in the reform process. 

2.5 Managerial Performance 

Definitions and evaluations of managerial performance 

Definitions of managerial performance in previous studies are varied depending on the 

concept of management. In particular, Campbell, Dunnette, Lawler, and Weick (1970) 

define managerial performance as “any set of managerial actions believed to be optimal 

for identifying, assimilating, and utilizing both internal and external resources toward 

sustaining, over the long term, the function of the organizational unit for which a 

manager has some degree of responsibility” (Campbell et al., 1970, p. 105). Ferris 

(1977) defines managerial performance as “the degree to which successful role 

achievement is accomplished” (Ferris, 1977, p. 610) and uses this to test the expectancy 

theory of motivation in the accounting environment. More recently, Spreitzer (1995) 

describes managerial performance as “the degree to which a manager fulfills or exceeds 

work role expectations” (Spreitzer, 1995, p. 1448) to examine managerial effectiveness 

in a network of psychological empowerment. Managerial performance is also defined as 

“the cumulative satisfaction level of all practically accessible stakeholders on a set of 

multilaterally defined criteria”  (Fraser & Zarkada-Fraser, 2001, p. 258). This definition 

coincides with a 360
o 

performance measurement system implemented in their study.1 

Dafna (2008) defines managerial performance as “management know-how, which is 

                                                 
1
 A 360

o
 method is a combination of evaluations from superior, peer, subordinate and self to improve the 

reliability, validity, and accuracy of measurement of managers’ performance (Fletcher & Baldry, 2000). 
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assumed to reflect management-specific skills and knowledge, without regard to the 

kind of business” (Dafna, 2008, p. 303). Dafna’s (2008) definition is appropriate for this 

study because it allows for the determination of several managerial functions in 

different types of enterprises. 

The evaluation of performance is an important aspect of an organisational planning and 

control system. An appropriate performance evaluation system may help managers to 

assess their progress in attaining targets (Langfield-Smith et al., 2006). Performance can 

be measured at different levels: industry, organisation, divisions (corporate, plant, 

department, or team), or managerial hierarchy (Langfield-Smith et al., 2006). The 

performance of managers at departmental level is of particular importance because 

departmental managers have influence on the culture and productivity of an 

organisation (Young, Arthur & Finch, 2000). These managers play the role of co-

ordinating, mediating, and interpreting among vertical groups in the organisation (Floyd 

& Wooldridge, 1997). Measuring performance at departmental level can provide 

“valuable feedback on the effectiveness of various resources and processes” in planning 

and control systems (Patiar, 2005, p. 24). Consequently, this study focuses on 

examining managerial performance at departmental level. 

Managers’ performance can be measured using several criteria. These can be outputs, 

including both financial and non-financial aspects, such as sales, profits, and market 

share (Kaplan & Norton, 1992), or abilities of managers, such as leadership ability, 

communication skills, problem solving, and ability to work under pressure 

(Neelankavil, Mathur & Zhang, 2000). They can also be the role/behaviour of managers 

in managing by information, managing through people, and managing action 
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(Mintzberg, 1994); or the managers’ skills, such as verbal communication, managing 

time and personal stress, motivating others, and managing conflict (Shipper & Davy, 

2002; Whetten & Cameron, 2011).  

Financial information, such as profit, return on investment, return on asset, and earnings 

per share, is commonly used to evaluate managerial performance (Gerdin, 2005b; 

Kaplan & Mackey, 1992; van der Veeken & Wouters, 2002). Nowadays, accounting 

systems have become more sophisticated and the way of evaluating managerial 

performance has become more varied. The effects of both environmental and 

organisational aspects on management accounting are related to the need for detailed 

performance information of particular units. For example, product groups or sales 

regions express the business environment’s aspects, while departments, divisions, or the 

corporation reflect organisational features (Chia, 1995; Haldma & Lääts, 2002).  

Moreover, Otley (1980) argued that using budgetary information to measure managerial 

performance varied in different operating environments. For example, it was easy for 

unit managers to maintain accounting profits in a liberal operating environment, while 

showing accounting profits of units in a tough operating environment was very difficult.  

A functional approach is one of several methods of measuring managerial performance 

(Kotter, 1996; Mahoney, Jerdee & Carroll, 1963, 1965). Managerial performance 

evaluation based on their functions, as developed by Mahoney et al. (1963), has been 

used extensively in several comtemporary studies on management accounting systems 

(e.g., Agbejule, 2005; Chong, 2004; Sharma et al., 2006; Soobaroyen & Poorundersing, 

2008; Tsui, 2001). This instrument measures the main aspects of managers’ 

performance through eight functional dimensions: planning, investigating, coordinating, 
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evaluating, supervising, staffing, negotiating, and representing. These dimensions, 

provide a convenient framework for measuring managerial performance in this study to 

facilitate comparability of research results with previous studies. 

Managerial performance in previous studies 

Previous studies on management accounting systems have addressed managerial 

performance as a dependent variable influenced by contextual variables, such as 

perceived environment uncertainty (Agbejule, 2005; Gul, 1991; Mia, 1993), task 

uncertainty (Chong, 1996, 2004; Chong & Eggleton, 2003; Soobaroyen & 

Poorundersing, 2008), budget participation (Eker, 2009; Etemadi et al., 2009; Tsui, 

2001), decentralisation (Chia, 1995; Gul & Chia, 1994), functional differentiation (Mia 

& Chenhall, 1994), ambiguity (Chong, 1998; Chung, Su & Su, 2012), and job relevant 

information (Sharma et al., 2006). Other factors, such as leadership style, reward 

systems, and ownership types, have rarely been examined even though they play an 

important role in influencing performance within organisations (Mumford, Scott, 

Gaddis & Strange, 2002). This study provides empirical evidence of the effects of these 

factors on managers’ use of the MAS information and managerial performance under 

the influence of ownership type. 

The performance of managers is very important because it has a strong correlation with 

organisational performance (Herciu, 2010). In particular, managers often improve their 

performance by making decisions concerning the goals of the firm, shareholders, 

employees, creditors, and customers; this in turn improves the performance of the 

enterprises (Herciu, 2010). Managerial performance varies among countries and even 

among firms due to differences in related factors such as culture and ownership type 
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(Dafna, 2008). As discussed in chapter 1, Vietnamese enterprises have operated in the 

rapidly changing and uncertain business environment of a transitional economy. In 

order to survive and develop in this context, organisations need to enhance the 

performance of managers. The high performance of middle managers may enable firms 

to interpret and implement new policies among vertical departments, to create 

appropriate organisational culture, and to increase the productivity of organisations. 

Therefore, examining managerial performance in relation to contextual variables in 

Vietnamese enterprises may provide a better understanding of how well these factors 

affect managers’ performance in the context of Vietnam.  

2.5.1 Managers’ use of the MAS information and managerial performance 

A major function of MAS is to support the needs of top management in controlling 

decisions and of lower level managers in managing decisions. Embracing a broad scope 

of information may facilitate more effective managerial decisions. In a dynamic 

environment, managers need broad scope information to make several non-routine 

decisions (Abernethy & Bouwens, 2005; Chenhall, 2007; Chenhall & Morris, 1986; 

Tiessen & Waterhouse, 1983). Managers who use more broad scope MAS information 

are able to make more appropriate decisions in order to set suitable targets and to 

evaluate achievements, which in turn improves managerial performance (Mia & Clarke, 

1999).  

Several studies on the relationship between MAS and performance have been 

conducted; however, there has been very limited research on the relationship between 

managers’ use of the MAS information and managerial performance. In particular, as 

summarised in Table 2.1, several studies relating to the use of broad scope MAS 
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information have been conducted (17 of 48 studies), while few studies have examined 

the relationship between managers’ use of the MAS information and managerial 

performance (9 of 48 studies). The influence of related factors on this relationship has 

also been examined, such as PEU (Mia, 1993), functional differentiation (Mia & 

Chenhall, 1994), TU (Chong, 1996, 2004; Chong & Eggleton, 2003), budget 

participation (Eker, 2009; Tsui, 2001), managerial control (Sharma et al., 2006), and 

culture (Etemadi et al., 2009; Tsui, 2001).  

The extent to which managers use MAS information to improve performance depends 

on specific circumstances: under high levels of uncertainty, managers use more broad 

scope MAS information in making decisions in order to improve their performance 

(Chong, 2004; Chong & Eggleton, 2003; Mia, 1993). For example, Mia (1993) 

indicated that Australian managers used more MAS information to improve their 

performance when managerial PEU increased. Chong & Eggleton (2003) and Chong 

(2004) found that the relationship between managers’ use of the MAS information and 

managerial performance was positive under high TU conditions, negative under low TU 

situations with regard to “internal” managers, and had no effect in relation to “external” 

managers.
2
 

Moreover, differences in culture significantly affect the relationship between managers’ 

use of the MAS information and managerial performance. In particular, Etemadi et al. 

(2009) argue that the effect of managers’ use of the MAS information on managerial 

performance might be positive or negative depending on the cultural background of 

                                                 
2
 ‘External’ managers believe that the outcome of their behaviour is controlled by luck, fate or change. 

‘Internal’ managers expect that the outcome is controlled by their own behaviour or personal 

characteristics (Rotter, 1990). 
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each enterprise within Iran. Tsui (2001) also indicates that managers’ use of the MAS 

information has a negative effect on the performance of Chinese managers but a 

positive effect on the performance of western expatriate managers in China. Therefore, 

conducting research on the relationship between managers’ use of the MAS information 

and managerial performance in different business environments (e.g., different social, 

economic and cultural conditions) is crucial for providing more useful evidence to 

understand managers’ use of the MAS in particular contexts. Such studies need to be 

conducted in the Vietnamese context because of its unique characteristics in terms of 

leadership style, reward systems and ownership type, as discussed in chapter 1.  This 

study can help Vietnamese enterprises gain a better understanding of the extent to which 

managers use MAS information in decision making in order to enhance performance as 

well as the influence of related factors on this use of the MAS information.  

2.5.2 Reward systems and managerial performance 

Researchers argue that reward systems influence performance. The reward system is 

one important tool used to motivate employees (Dafna, 2008; Epstein, 2008). The level 

of motivation, however, can vary between firms,  individuals, and even with the same 

employee in different circumstances  (Langfield-Smith et al., 2006). The literature on 

the impact of rewards on managerial performance comes principally from the United 

States (Otley, 1999) but, might not be applicable in other countries because of 

differences in culture. For example, the openness about pay in the United States 

contrasts with its secrecy in the United Kingdom (Otley, 1999).  

A close linkage between rewards and achieving performance targets may improve 

managerial performance. Several studies show a significant association between reward 
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systems and performance (e.g., Byun, Kim & Shin, 2009; Gomez-Mejia, Berrone & 

Franco-Santos, 2010; O’Connor, Deng & Luo, 2006). This result may be problematic if 

the performance measurement is not appropriate. In particular, Ittner et al. (2003) report 

that managers complain more when their organisation uses a high level of subjectivity 

to assess their performance and reward them. They perceive bias in the bonus awards 

and uncertain criteria used to determine rewards.  

In summary, the literature review shows that appropriate reward systems may have a 

positive effect on managerial performance. However, the extent to which reward 

systems affect performance varies depending on the context. In particular, educated and 

skillful managers often seek companies that have a reward system, linked directly to 

individual efforts, clearly differentiating between good and poor performers (Gomez-

Mejia et al., 2010; O’Connor et al., 2006). Understanding the extent to which reward 

systems affect managerial performance is very important for Vietnamese enterprises. 

The few studies that have examined the development of performance-based reward 

systems in Vietnamese enterprises (Vo, 2009; Zhu et al., 2007) have not addressed the 

effect of reward systems on the performance of managers. Conducting such studies 

examining the relationship between reward systems and managerial performance in 

different circumstances will provide a better understanding of the issue. Vietnamese 

organisations need to understand this issue to implement reward systems that can 

motivate managers to increase their efforts, which in turn enhances managerial 

performance. 
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2.5.3 Transformational leadership style and managerial performance 

Researchers argue that leadership styles have a significant effect on managerial 

performance. In particular, an initiating structure leadership style (transactional 

leadership style) has an indirect relationship with managers’ attitudes through objective 

performance measures, while consideration leadership style (transformational leadership 

style) directly affects work-related attitudes (Hartmann, Naranjo-Gil & Perego, 2010). 

Bass and Avolio (1994) argue that a transformational leadership style is suitable for 

enterprises which face the highly competitive and uncertain business environment of an 

unstable market. In a competitive business environment, this leadership style is fostered 

to motivate subordinates involved in making decisions to achieve high performance 

(Bass, 1990; Patiar & Mia, 2009).  

Studies in a rapidly changing business environment as a transitional economy also agree 

with these arguments. For example, Huang et al. (2010) report that leaders who are 

sympathetic and participative motivate their subordinates to fulfill their task 

performance. Ardichvili (2001) indicates that the charismatic characteristic of 

transformational leadership style has a strong relationship with managerial performance. 

However, these findings are taken from case studies in a small number of companies 

(one Chinese telecommunication firm and three Russian companies); therefore, future 

research in a transitional economy such as Vietnam needs to be carried out to improve 

reliability. 

In the Vietnamese transitional economy, the authoritarian, bureaucratic leadership style 

of the centrally planned economy coexists with the participative and supportive 

leadership style of contemporary transformational leadership style. Senior managers 
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with a TLS have emerged in the market-oriented economy (Truong & Nguyen, 2002). 

Several studies related to leadership styles in Vietnam have been conducted since the 

1990s. They are mostly in the field of HRM: the change in leadership style (Hung, 

Appold & Kalleberg, 1999), the impact of Vietnamese culture on leadership style 

(Hoang, 2008), and leadership styles with organisational effectiveness in different 

groups of enterprises (Truong & Nguyen, 2002). Few studies examined the influence of 

transformational leadership style on Vietnamese employees’ job satisfaction (Ho, 2013; 

Nguyen, 2008); no studies concentrated on the relationship between transformational 

leadership style and managers’ performance in Vietnamese enterprises. Understanding 

the effects of transformational leadership style on managerial performance may help 

Vietnamese enterprises choose an appropriate leadership style that may enhance 

managers’ performance.  

2.6 Ownership Type 

Studies in a transitional economy often define ownership type by the nature of the 

owners: state, foreign, employee, former employee, manager, and domestic outsider. 

However, some studies have used the classification depending on the host country, as in 

the case of China (Kato & Long, 2004; Wen, 2010) and Vietnam (Le & Truong, 2005b; 

Pham & Mohnen, 2005). Kato and Long (2004) and Wen (2010) regrouped the six 

categories of actual corporate controller (government, private individuals/firms, foreign 

individuals/firms, collective enterprises, non-profit organisations, and unions/employee 

stock holding committees) into three types of ownership in China: government (state-

owned and state-owned legal-persons), private (local private individuals or firms), and 

foreign (foreign individuals or firms). In Vietnam, Le and Truong (2005b) examined the 
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types of ownership as foreign-invested, “equitised” (partial privatisation), local private 

companies, and state-owned enterprises; Pham and Mohnen (2005) classified them into 

five types: state-central-owned, state-local-owned, 100% domestically privately owned, JV 

and 100% foreign-owned. Based on previous studies related to ownership in Vietnam, 

the present study examines ownership in three groups: state-owned (including 

enterprises with the state as the largest shareholder); privately owned (100% domestic 

private); and foreign-owned (including partial and 100% foreign investment) 

enterprises, hereafter abbreviated to SOEs, POEs, and FOEs, respectively.
3
 

Previous studies on the impact of ownership type 

The literature shows that ownership is one of the most important factors affecting 

companies in managing and controlling operations in a transitional economy (Tan, 

2002; Wang & Judge, 2012). Different types of ownership might have different effects 

on several activities of organisations. Previous studies have examined the effects of 

ownership on related factors, such as leadership style, reward systems, and use of 

information in organisations. In particular, Wong et al. (2006) report that employees in 

Chinese SOEs were less intrinsically motivated and had a lower level of future 

orientation than their counterparts in JVs. When SOEs transformed to listed firms, a 

modern leadership style was established in order to offer managers sufficient authority 

to make their own managerial decisions (Ding, Jia, Li & Wu, 2010). If managers are 

given more authority, they require more accounting information in order to make 

                                                 
3
 According to the Law on Investment (Vietnamese National Assembly, 2005): ‘Enterprises with foreign-

owned capital comprise any enterprise established by a foreign investor in order to conduct investment 

activities in Vietnam; or a Vietnamese enterprise in which a foreign investor purchases shares, [with 

which it] merges or which it acquires’ (p. 2). 
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decisions for new agency relationships in a highly competitive business environment 

(Macias, 2002). 

Ownership type may influence the organisational characteristics of leadership style, 

rewards, and information system. Understanding the relationships between these 

characteristics and managerial performance is, as previously noted, very important for 

enterprises operating in a transitional economy. The lack of studies on the influence of 

ownership type on these relationships discovered through the literature review prompts 

the current study to examine the impact of ownership type on the relationship between 

leadership style, reward systems, managers’ use of the MAS imformation and 

managerial performance. 

As mentioned in chapter 1, ownership reform is an important issue in Vietnam. Before 

the economic reform in 1986, two main forms of ownership, state-owned and collective, 

dominated Vietnamese enterprises (Nguyen & Pham, 1996; Pham & Mohnen, 2005). 

Most SOEs have shifted to the private sector through “equitisation”. Several new 

enterprises have been established with investment by domestic private investors and 

foreign investors. Vietnam has become a multi-sector economy with several ownership 

types coexisting. Each type of ownership has different effects on organisational 

characteristics. In SOEs, in particular, employees are often rewarded based on seniority 

and hierarchy instead of on individual effort (Le, Rowley, Truong & Warner, 2007; Zhu 

et al., 2007). This leadership style is military and bureaucratic; therefore, subordinates 

often depend on their superiors and follow bureaucratic regulations and procedures 

(Painter, 2003). By contrast, in POEs, managers are more supportive and have better 
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understanding of the business environment than their counterparts in SOEs. Rewards in 

POEs are more flexible, based on employees’ performance (Nguyen, 2008).  

Differences in leadership style and reward systems between SOEs and POEs may lead 

to different effects on managers’ use of the MAS information and on their performance. 

Empirical research into the influence of ownership type on leadership style and reward 

systems in Vietnam is emerging (Bartram, Stanton & Thomas, 2009; Kamoche, 2001; 

Le & Truong, 2005a, 2005b; Zhu & Verstraeten, 2013). Little research was found that 

examined the impact of ownership type on the relationships between them and 

managers’ use of the MAS information and managerial performance. Understanding the 

impact of ownership types on the relationship between relevant variables (e.g., 

leadership style, reward systems, use of the MAS information and managerial 

performance) may help Vietnamese enterprises choose an appropriate type of ownership 

to enhance the performance of their organisation.  

Chapter Summary 

Chapter 2 presents a review of the studies on MAS and the relationships among 

variables of the research model. Although performance, MAS and relevant variables 

have been examined in several studies, little research has been conducted in a 

developing and transitional economy; in particular, no study has been carried out in 

Vietnam.  

An overview of contingency theory and the contingency-based studies on MAS are 

addressed in Section 2.1 and Section 2.2. The extent to which managerial use of the 

MAS information positively or negatively affects performance depends upon the 

particular context. Previous studies have examined these effects under the impact of 
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PEU (Mia, 1993), TU (Chong, 1996, 2004; Chong & Eggleton, 2003), and culture 

(Eker, 2009; Tsui, 2001). However, few studies have examined the role of reward 

systems, leadership style, and ownership type. Moreover, in a transitional economy, 

such studies are few in number. Compared to other countries, Vietnam with its 

transitional economy is unique in terms of leadership style and ownership type, as well 

as the practice of reward systems. This uniqueness may give different phenomena to the 

existing knowledge and studies. This review influences the present study to focus on 

these factors in the context of Vietnam.  

It is noted in Section 2.3 that the effects of reward systems on performance are different 

depending on particular circumstances. There is a lack of research on the relationship 

between reward systems and managers’ use of the MAS information. Therefore, this 

study examines the relationship between reward systems, managers’ use of the MAS 

information and managerial performance to achieve a better understanding of the issue. 

In Section 2.4, leadership style and its relationship with other variables are discussed. 

Several definitions, classifications, and measurement instruments have been used to 

indicate leadership styles. The behaviour of leaders also varies among countries, 

economies, and even organisations. There is a little research on the effect of leadership 

style on managers’ use of the MAS information: Moores and Yuen (2001) observed 

these effects in the different life cycle stages of companies; Naranjo-Gil and Rinsum 

(2006) examined the fit between leadership style and MAS design; and Patiar (2005) 

investigated the influence of transformational leadership style on the relationship 

between managers’ use of the MAS information and departmental performance. 
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Therefore, the current study contributes to the literature by examining this relationship 

under the influence of ownership type.  

The discussion in Section 2.5 indicates that the definition of managerial performance 

varies throughout the studies; however, the instrument developed by Mahoney et al. 

(1963, 1965) to measure managerial performance has been used consistently in most 

studies. Previous studies have examined the relationship between managers’ use of the 

MAS information and managerial performance; however, the results are mixed. This 

relationship may be positive, negative or neutral depending on the context, such as 

perceived environment uncertainty, TU, or culture. Further contingency-based research 

on this relationship needs to be carried out. In particular, the current study examines the 

influence of ownership type on this relationship in the context of Vietnam. 

The last section of this chapter addresses ownership type, the factor that may affect the 

variables and relationships in the research model. Ownership has played an important 

role in Vietnam during the reform process from 1986 onwards. An appropriate type of 

ownership may improve managerial performance, may help to employ a suitable reward 

system, use a reasonable extent of MAS information, and may develop an appropriate 

leadership style in a given circumstance (e.g., in the public or private sector). As no 

study on the impact of ownership type on the relationship between these variables has 

been carried out, this study examines the relationships between leadership style, reward 

systems, managers’ use of the MAS information and managerial performance under the 

influence of ownership type in the context of Vietnam, a transitional economy to enrich 

the understanding of this issue. 
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Chapter 3: Hypothesis Development 

Introduction 

As discussed in Section 2.2 (Chapter 2) that in a competitive environment, managers 

require broad scope MAS information (hereafter the MAS information) to make 

decisions in order to fulfill their functions. However, the extent to which managers use 

MAS information to improve performance depends on the context and on several other 

factors. Previous studies from developed countries have examined the effects of several 

factors such as organisational structure and external environment. Few studies have 

examined the roles of reward systems, leadership style and ownership type. The extant 

literature contains no such studies in Vietnam. Therefore, in the context of Vietnam this 

study examines the effects of transformational leadership style and reward systems on 

managers’ use of the MAS information and on managerial performance incorporating 

the impact of ownership type. 

This chapter presents the rationale for the hypothesised relationships among variables in 

the model presented in Figure 1.1 (Chapter 1). More detailed arguments (including the 

mediating and moderating effects) are discussed for each relationship. To achieve the 

objectives of the study the relationships between variables, as illustrated in Figure 1.1, 

are argued in the following sections: Section 3.1, the direct relationships between 

transformational leadership style, reward system, managers’ use of the MAS 

information, and managerial performance; Section 3.2, the mediating roles of managers’ 

use of the MAS information and reward systems; Section 3.3, the moderating role of 

ownership type on the relationships in the model. 
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3.1 Direct Relationships 

To answer research question 1 (as explained in Section 1.1) and to achieve objectives 1 

to 7 (as discussed in Section 1.3), this study examines the effects of transformational 

leadership style and reward systems on managers’ use of the MAS information, which 

in turn influence managerial performance. As illustrated in Figure 1.1, six hypothesised 

relationships are presented as follows. 

 Transformational leadership style and managers’ use of the MAS information 

(H1, page 78) 

 Transformational leadership style and reward systems (H2, page 80) 

 Reward systems and managers’ use of the MAS information (H3, page 82) 

 Transformational leadership style and managerial performance (H4, page 84) 

 Reward systems and managerial performance (H5, page 86) 

 Managers’ use of the MAS information and managerial performance (H6, page 

88) 

Theoretical arguments for these relationships are discussed in the following subsections. 

3.1.1 Transformational leadership style and managers’ use of the MAS 

information 

A manager’s leadership style plays an important role in creating organisational culture 

and in motivating subordinates in an organisation (Bass & Avolio, 1994). It also affects 

the use of accounting information in making decisions (Avolio, 2011). Several studies 

have recognised that particular leadership style affects the use of accounting 
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information in organisations (Abernethy et al., 2010; Hopwood, 1974; Naranjo-Gil & 

Rinsum, 2006). In particular, managers who have an initiating structure (transactional) 

leadership style often evaluate and reward their subordinates by using accounting data 

such as short-term budgets and objectives of the organisation (Hopwood, 1974). 

Therefore, the subordinates may use information which is more related to internal and 

short-term perspectives to fulfill their responsibilities (Abernethy et al., 2010). On the 

other hand, under a consideration (transformational) leadership style, the subordinates 

(e.g. department managers) use more comprehensive information because their 

superiors often use planning and control systems (e.g. broad scope MAS information) in 

their communication with subordinates (Abernethy et al., 2010). Managers practising a 

transformational leadership style often share the organisation’s vision and encourage 

subordinates by handing decision-making responsibilities to them (Bass & Avolio, 

1997). To fulfill these responsibilities, the subordinates (e.g. department managers) 

acquire external and future information, such as market growth, competitors’ strategies, 

and government policies, for making complicated and non-routine decisions (Chong, 

2004; Chong & Eggleton, 2003; Mia, 1993; Patiar, 2005).  

A transformational leadership style is appropriate in a less stable business environment 

(Bass, 1990). In particular, in the reform process of a transitional economy such as 

Vietnam, several new activities and operations have emerged: economic liberalisation, 

booming private consumption, diversification of ownership types and leadership styles 

(Farber et al., 2006; Vietnam, 2001). New laws and regulations have been introduced to 

encourage a business environment for a multi-sector economy (Zhu et al., 2008). To make 

managing decisions in this context, managers have to update the latest information related 
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to technological innovation, markets, competitors, customers, laws and regulations. Leaders 

(e.g. top managers) with a transformational leadership style are more successful in 

encouraging their subordinates (e.g. department managers) to use such information to 

cope with a rapidly changing context (Abernethy et al., 2010; Naranjo-Gil & Rinsum, 

2006; Patiar, 2005). For example, the equitisation (privatisation) in the reform process 

of Vietnamese enterprises has given managers more independence in making decisions 

(Cohen, 2001). Managers have been under pressure of developing from traditional to 

transformational management systems which enable them to help their organisations 

survive in the market-oriented  economy (Zhu, 2002) and to carry out responsibility for 

allocating organisational resources more effectively (Le & Truong, 2005b). The MAS 

information including information on finance and human resource issues can help 

managers make decisions to fulfill their functions such as budgeting and maintaining the 

organisational workforce. Accordingly, superiors with a transformational leadership 

style may encourage/support their subordinate managers to be involved in making 

decisions, which in turn encourages these subordinate managers to use more broad 

scope MAS information. The following hypothesis presents this argument. 

H1: The higher the level of superiors’ transformational leadership style perceived by 

the subordinate managers, the higher is the subordinate managers’ use of the MAS 

information. 

3.1.2 Transformational leadership style and reward systems 

Leadership styles influence the implementation of a performance measurement system 

in an organisation (Lau & Buckland, 2001). The leadership style also affects 

subordinates’ behaviour (Jung et al., 2003), which forms the basis of performance 
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measurement systems (including reward systems). However, different leadership styles 

have different effects on reward systems (Abernethy et al., 2010; Goleman, 2000). In 

particular, managers who have a transactional leadership style often reward and 

discipline subordinates based on their behaviour and/or performance (Avolio, 2011). 

Therefore, this leadership style has a positive effect on reward systems (Abernethy et 

al., 2010; Goleman, 2000). Previous studies indicate that a transformational leadership 

style can have a negative, positive, or neutral effect on reward systems (e.g., Abernethy 

et al., 2010; Goleman, 2000; Kahai et al., 2003). In a dynamic business environment, 

this leadership style often has a positive relationship with rewards because the 

transformational leadership style often encourages the innovation process of 

organisations (Jung et al., 2003), supports innovative thinking, and rewards creative 

ideas to improve products and processes (Yukl, 2008). To motivate subordinates, senior 

managers with a transformational leadership style are flexible in implementing a reward 

system that is aligned with performance targets of the innovation process (Epstein, 

2008).  

Because of the ongoing reform process, Vietnamese enterprises operate in a less stable 

business environment. In this context, a transformational leadership style may be 

appropriate to meet new demands, changes, and uncertainty (Bass, 1990). Leaders can 

use rewards as one of the managerial tools for orienting subordinates to adapt to these 

changes (Yukl, 2012). Vietnamese enterprises need to innovate by implementing 

contemporary management practices such as innovating the reward systems (Zhu, 

2005). The old reward system, which was less related to performance, has been 

transformed to a new system which is directly linked to the effort of individuals (Zhu, 
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2005). Transformational leadership style, which is based on transactional leadership 

style, can expand the contingent reward dimension of transactional leadership style by 

linking rewards to performance targets in order to motivate subordinates in the 

innovation/reform process (Avolio, 2011).  

In summary, leadership style can influence the implementation of reward systems. 

However, the relationship between leadership style and reward systems varies 

depending on the context and leadership styles (Bass, 1990). In a less stable business 

environment, a transformational leadership style may help setup and has a positive 

effect on reward systems (Jung et al., 2003). This leadership style is likely to favour an 

appropriate reward system, which, for example, links to performance targets of the 

innovation process (Epstein, 2008). Therefore, senior managers with a transformational 

leadership style can enhance the reform process in enterprises (Avolio, 2011). It is 

therefore argued that transformational leadership style is likely to be associated with the 

reward system in an organisation operating in an uncertain environment such as 

Vietnam. Thus, the following hypothesis is proposed. 

H2: Superiors’ transformational leadership style perceived by subordinate managers 

is positively associated with the reward systems. 

3.1.3 Reward systems and managers’ use of the MAS information  

MAS information plays an important role in evaluating and rewarding managers 

(Chenhall & Langfield-Smith, 2003). MAS information is critical in developing a 

performance measurement system, based on which managers can plan and control their 

department (Chenhall & Langfield-Smith, 2007). This performance measurement 

system (for evaluation and reward uses), in turn, can influence managers to use 
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appropriate information to adapt to the system (Sprinkle & Williamson, 2007). A 

reward system will be effective in motivating employees when employees can perceive 

more clearly the link between their efforts and the achievement of performance targets 

through performance measures (Langfield-Smith et al., 2006). These targets and 

measurements provide information for individuals to make decisions (Merchant & Van 

der Stede, 2007). The link between rewards and performance targets may influence the 

extent to which managers use information in making decisions (Chow, Deng & Yuen, 

2006; van Veen-Dirks, 2010). Once managers have the information related to achieving 

targets, they are more likely to use appropriate information for making better decisions 

to enhance performance (Eldenburg & Krishnan, 2008; Sprinkle, 2000, 2003). For 

example, when rewards are linked to specific performance measures such as quality and 

productivity, managers’ efforts may be guided towards the desire to achieve these 

measurements (Gupta & Govindarajan, 2000). In order to achieve quality and 

productivity targets, they may require broad scope MAS information, such as 

production budgeting, product quality measures, and vendor quality, in making 

decisions (Fullerton & McWatters, 2002; van Veen-Dirks, 2010).  

In the reform process, Vietnamese enterprises have been forced to improve their 

competitiveness, flexibility, and efficiency (Zhu et al., 2008). Several contemporary 

management practices have been implemented. One of the main practices in the 

innovation process is reward systems (Sprinkle & Williamson, 2007). For example, 

several companies have strengthened the reward systems and the skills and outcomes of 

performance. Besides using financial targets, as in traditional reward systems, the use of 

non-financial targets such as learning new skills and improving productivity and quality 
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have been encouraged in a comprehensive performance measurement system (Zhu et 

al., 2007). This system focuses more on broader management perspectives with non-

financial measures arising from operations management, marketing, human resource 

management, and corporate strategy (Chenhall & Langfield-Smith, 2007). To achieve 

these performance measurements, managers may require necessary information (e.g., 

broad scope MAS information) related to these non-financial measures in managing 

decisions. In other words, if managers perceive their reward system to be inclusive in 

the sense that it includes measures of both quantitative and qualitative (i.e., financial 

and non-financial) performance, their use of the MAS information is likely to increase. 

Hypothesis 3 below formally presents the discussion. 

H3: The more inclusive the reward systems perceived by managers, the greater is 

their use of the MAS information. 

3.1.4 Transformational leadership style and managerial performance 

Leadership style is categorised into three well-known types: laissez-faire, transactional 

and transformational (Avolio, Bass, et al., 1999; Bass, 1990). Laissez-faire leadership 

style (abdicating responsibilities and avoiding making decisions) has a negative effect 

on the outcomes of subordinates (Bass, 1990). Transactional leaders can have a positive 

influence on attitudes and behaviours of employees by determining goals, guiding 

performance and providing feedback (Bass, 1990; Bass & Bass, 2008). A transactional 

leadership style (Bass, 1990) is based on transactions between managers and employees, 

such as “reward for good performance, or threat and discipline for poor performance” 

(p. 20). A transformational leadership style can maximise employees’ interests, 

“generate awareness and acceptance of the purposes and mission of the group”, and can 
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guide employees “to look beyond their own self-interest for the good of the group” 

(Bass, 1990, p. 21). Avolio (2011) argues that a transformational leadership style is 

developed based on transactional leadership style. Senior managers with a 

transformational leadership style expand their consideration of external factors as well 

as long-term and systematic perspectives. Such leaders are suitable for enterprises 

which face a highly competitive and uncertain business environment in an unstable 

market (Bass & Avolio, 1994). 

In a competitive business environment, a transformational leadership style is fostered to 

motivate subordinates involved in making decisions to achieve high performance (Bass, 

1990; Patiar & Mia, 2009). In particular, this leadership style often encourages 

subordinates to enhance their performance (Ardichvili, 2001; Hartmann et al., 2010; 

Huang et al., 2010). Using a transformational leadership style, behaviours exhibited by 

leaders usually result in greater satisfaction and effectiveness among their subordinates, 

which, in turn, motivates the performance of these subordinates (Bass & Bass, 2008). 

Senior managers with a transformational leadership style who focus more on a long-

term and systematic perspective, the needs of subordinate managers, and the external 

factors, may positively affect managerial performance (Ardichvili, 2001). Avolio (2011) 

also argues that “leaders who are more transformational increase the commitment and 

trust levels of people who work around them” (p. 179). Consequently, an increase in 

trust and commitment may affect individual performance. It is argued that a 

transformational leadership style may increase trust and commitment levels of 

subordinates, which, in turn, may improve their performance (Zhu, Riggio, Avolio & 

Sosik, 2011). In line with these findings, the results of a study from Brazil, a developing 
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country, also indicate a strong association between transformational leadership style and 

managerial performance (see Cavazotte, Moreno & Hickmann, 2012).  

Operating in a rapidly changing and highly competitive environment, Vietnamese 

enterprises need to encourage their managers to be more flexible, active and self-

confident in their work, in order to adapt to several uncertain events. A transformational 

leadership style, which is sympathetic and participative, motivates the performance of 

subordinates (Huang et al., 2010). These characteristics may help managers fulfill their 

functions such as negotiating with suppliers and customers for goods and services 

(Meyer, Tran & Nguyen, 2006). Transformational leadership style is appropriate in the 

context of Vietnam because senior managers with a transformational leadership style 

focus more on changes, challenging their subordinates to think creatively in finding 

solutions to problems, and in making decisions (Zhu et al., 2011). Once managers can 

deal with difficult problems independently, they are likely to improve their 

performance.   

Based on these discussions, hypothesis four is formulated. 

H4: The higher the level of superiors’ transformational leadership style perceived by 

the subordinate managers, the greater is managerial performance.  

3.1.5 Reward systems and managerial performance 

One of the most important tools to motivate employees is an appropriate reward system 

(Schulz et al., 2010). Managers are motivated through their perceptions of performance 

measures, type of rewards, and the links between these perceptions (Kominis, 

Emmanuel & Slapnicar, 2007). The literature indicates that appropriate reward systems 
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(e.g., a reward system with a close link between rewards and performance 

measures/targets) may have a positive effect on managerial performance. However, the 

extent to which reward systems affect performance differs depending on the context 

(Gomez-Mejia et al., 2010; O’Connor et al., 2006). 

A significant association between reward systems and performance has been found in 

several studies (Byun et al., 2009; Gomez-Mejia et al., 2010; O’Connor et al., 2006). 

However, this may be problematic if the performance measurement is not appropriate. 

While an appropriate reward system may encourage better managerial performance, an 

inappropriate system (such as based on subjective and uncertain criteria) for rewarding 

employees may negatively affect performance (Ittner et al., 2003). In particular, Ittner et 

al. (2003) report that managers complained more when their organisation used a high 

level of subjectivity to assess their performance and reward them (e.g. bias in bonus 

awards and uncertain criteria used to determine rewards). Regarding the link between 

rewards and performance targets, once employees perceive a close link between their 

efforts and achieving performance targets, they may extend their efforts to enhance 

performance (Langfield-Smith et al., 2006). For example, when sales managers perceive 

that they will receive valuable rewards for achieving performance targets such as 

customer satisfaction, they may investigate information relating to customer needs and 

expectations (Bangchokdee, 2008). Such information is then used in negotiating and 

contracting for goods or services delivered to the customer as expected. As a result, 

these sales managers may achieve high performance. In other words, linking rewards to 

performance targets may lead to the improvement of managerial performance (Sprinkle, 

2003).   
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The innovation in Vietnamese enterprises during the reform process has brought several 

contemporary practices into the workplace. To encourage individuals, these companies 

increase rewards based on performance, such as profit, productivity, and skills (Zhu et 

al., 2007). When managers believe that their efforts are recognised and rewarded through 

a set of objectives and clear criteria, they may increase their efforts to improve their 

performance (Gomez-Mejia et al., 2010; O’Connor et al., 2006). Therefore, by rewarding 

managers based on performance, enterprises can encourage them to improve managerial 

performance. Based on these discussions, the present research thus proposes the 

following hypothesis: 

H5: The reward system perceived by managers as appropriate is positively associated 

with their performance. 

3.1.6 Managers’ use of the MAS information and managerial performance 

MAS information, one of the most important components in the organisational planning 

and control system (Chenhall, 2007; Simons, 1995), can facilitate managers in 

controlling, making, and managing decisions (Sprinkle, 2003; Sprinkle & Williamson, 

2007; van Veen-Dirks, 2010) which, in turn can help managers understand and perform 

their functions better (Mia, 1987). Regarding the facilitating role of MAS information, 

managers often use information such as product pricing, inventory management, 

marketing, and labour negotiations from MAS to deal with problems occurring within 

organisations (Chenhall & Morris, 1986; Gordon & Narayanan, 1984). Moreover, based 

on performance targets and criteria for evaluating the achievements of these targets, 

managers can plan, control and make decisions in order to achieve higher performance 

(Chenhall & Morris, 1986; Horngren et al., 2012; Mia, 1993). In particular, broad scope 
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MAS information such as “quality”, “flexibility”, “production and delivery time”, and 

“continuous improvement” used in  controlling and evaluating managers’ behaviour can 

encourage managers to fulfil their functions (Banker, Potter & Schroeder, 1993; Davis & 

Albright, 2004).  

However, the extent to which broad scope MAS information is used to improve 

performance depends on the context (Chenhall, 2007). For example, under high levels 

of uncertainty, managers use more broad scope MAS information in making decisions 

in order to improve their performance (Chong, 2004; Chong & Eggleton, 2003; Mia, 

1993). When the perceived environmental uncertainty (PEU) of managers increases,  

managers use more MAS information to improve their performance (Mia, 1993). By 

contrast, under low task uncertainty, the relationship between managers’ use of the 

MAS information and managerial performance was negative (Chong, 2004; Chong & 

Eggleton, 2003). 

In a dynamic business environment, managers need broad scope MAS information, such 

as external environmental, economic/non-economic, non-financial, and future-oriented 

information, to deal with non-routine decisions (Abernethy & Bouwens, 2005; Chenhall, 

2007; Chenhall & Morris, 1986; Tiessen & Waterhouse, 1983). A transitional economy 

is characterised by complex and uncertain events. In this context, managers who use 

more broad scope MAS information are able to make more effective managerial 

decisions for setting suitable targets and evaluating achievements, which in turn 

improve managerial performance (Mia & Clarke, 1999).  

Vietnam is a developing and transitional economy. The business environment is very 

dynamic, involving high levels of uncertainty (Meyer et al., 2006). The literature 
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indicates that under high uncertainty conditions, managers use more external and future-

oriented information to facilitate their decision making in order to improve their 

performance (Chenhall & Morris, 1986; Chong & Eggleton, 2003; Mia, 1993).  For 

example, throughout the marketisation process and integration into the global economy, 

the Vietnamese government has been restructuring the economic and legal systems 

through issuing new laws and policies (Painter, 2003). In particular, from July 2010 SOEs 

have operated under the Law on Enterprises as POEs, instead of the Law on State 

Enterprises (with high priorities for SOEs). Vietnamese managers need to be aware of 

these changes when making decisions. Once managers gain and use information relating 

to new business conditions, they are able determine appropriate goals, policies and 

procedures for the company, thereby facilitates their better performance. As a result, 

managers’ performance (e.g. planning function) may increase.  

Base on the above discussions, hypothesis six is formulated. 

H6: The higher managers’ use of the MAS information, the greater is managerial 

performance. 

3.2 Mediating Effects 

A mediating or intervening effect exists when there is a relationship between two 

variables (or constructs) via a third variable. This third variable is defined as a mediator 

in the relationship between the other two. The mediator explains how or why the 

relationship occurs (Baron & Kenny, 1986; Mia, 1993).  

The direct effects of variables A and C on B (path b and c) and of variable A on B (path 

a) are illustrated in Figure 3.1, According to Baron and Kenny (1986), variable C plays 
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a mediating role when the following conditions are met: (1) variable A must be 

significantly correlated with variable C (i.e., Path a); (2) variable C (mediator) is 

significantly correlated with variable B (i.e., Path b); and (3) when Paths a and b are 

controlled (excluding the mediator), a previously significant relation between variables 

A and B (Path c) is weaker or no longer significant. When Path c is reduced to zero, the 

strongest demonstration of mediation occurs (indicating for a single, dominant 

mediator). 

Figure 3.1. Mediating Effect 

 
Note. A = Independent variable; C = Mediator; B = Outcome 

variable. Adapted from Baron and Kenny (1986, p. 1176) 

Based on the discussions of the hypotheses in Section 3.1, the mediating role of each of 

the two variables, the managers’ use of MAS information and the reward systems, is 

presented as follows. 

 managers’ use of the MAS information plays a mediating role in the relationship 

between transformational leadership style and managerial performance (H7, 

page 91); 

 managers’ use of the MAS information plays a mediating role in the relationship 

between reward systems and managerial performance (H8, page 93); 

 reward systems play a mediating role in the relationship between 

transformational leadership style and managerial performance (H9, page 94);  
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 reward systems play a mediating role in the relationship between 

transformational leadership style and managers’ use of the MAS information 

(H10, page 95).  

Theoretical arguments for these mediating effects are discussed in the following 

subsections. 

3.2.1 The mediating role of managers’ use of the MAS information in the 

relationship between transformational leadership style and managerial 

performance  

As discussed in Section 3.1, it has been proposed that transformational leadership style 

has a positive effect on managers’ use of the MAS information (Section 3.1.1), 

managers’ use of the MAS information improves managerial performance (Section 

3.1.6); and transformational leadership style has a direct effect on managers’ use of the 

MAS information (Section 3.1.4). According to conditions of mediating effect (Baron & 

Kenny, 1986), it can be argued that managers’ use of the MAS information plays a 

mediating role in the relationship between transformational leadership style and 

managerial performance. In other words, when managers’ perception of their superior’s 

transformational leadership style is high, managers use more MAS information in 

making decisions to fulfill their functions, which in turn improves their performance.  

Leaders who have a transformational leadership style often share decision-making 

responsibilities with the subordinates in order to meet organisational goals (Bass & 

Avolio, 1997). Under transformational leadership style, therefore, managers have to 

make more complicated and non-routine decisions. To deal with the high level of 

complexity and uncertainty, managers need to use broad scope MAS information to 

make managerial decisions (Chong, 2004; Chong & Eggleton, 2003; Mia, 1993; Patiar, 
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2005). By using MAS information, managers develop their undestanding of managerial 

functions (Mia, 1987).  For example, in the reform process of Vietnam, several policies, 

regulations and laws that influence changes in Vietnamese enterprises have been 

introduced (Zhu et al., 2008). Leaders who evolve a transformational leadership style 

can respond to these changes and involve their subordinates in the reform process 

(Yukl, 2008). In this context, new functions such as planning, staffing, and negotiating 

are delegated. In order to meet the obligations of these functions, subordinates (e.g. 

department managers) need to use information such as new recruiting policies in 

staffing, expected material price and/or sales volume in planning, and competing threats 

in negotiating. Once managers have such information they carry out these functions 

better and improve their performance  (Doan et al., 2011). 

Extrapolating from these discussions, it can be argued that the reform process in a 

rapidly changing business environment of a transitional economy, a transformational 

leadership style is suitable to encourage managers to use more broad scope MAS 

information because such leaders often involve their subordinates in making managerial 

decisions. Managers’ use of the MAS information may provide managers with a better 

understanding of their functions. This, in turn, may help managers to fulfill these 

functions to improve managerial performance. The present study thus proposes the 

following hypothesis. 

H7: Managers’ use of the MAS information plays a mediating role in the relationship 

between transformational leadership style and managerial performance. 
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3.2.2 The mediating role of managers’ use of the MAS information in the 

relationship between reward systems and managerial performance 

As discussed in Section 3.1, when the link between rewards and performance measures 

increases, managers tend to use more MAS information relating to these measures in 

making decisions (Section 3.1.3). By increasing the use of MAS information, managers 

can improve their performance (Section 3.1.6). In addition, the reward system is 

proposed to have a directly positive effect on managerial performance (Section 3.1.5). 

According to conditions of mediating effect (Baron & Kenny, 1986), this, therefore, 

means that managers’ use of the MAS information may mediate the relationship 

between reward systems and managerial performance. 

In the reform process, Vietnamese enterprises have moved from a traditional reward 

system based on seniority and length of service to a new system linked to organisational 

efficiency and individual efforts (Zhu, 2002). Several financial and non-financial 

performance measures have been used in the performance measurement system. In turn, 

reward systems are developed based on indicators from the performance management 

system (Zhu et al., 2007). Peformance measures and reward systems play roles of both 

motivation and information (Merchant, 1998). In particular, when managers perceive 

that their performance will be rewarded based on such indicators (e.g., budgets, quality, 

and productivity), they may acquire MAS information such as standard costs and 

product quality to achieve performance targets (Sprinkle & Williamson, 2007; van 

Veen-Dirks, 2010). Consequently by increasing the use of the MAS information, 

managers can fulfill their functions in the planning production process or when 

negotiating with suppliers, leading to the improvement of managerial performance (Mia 

& Chenhall, 1994). 
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In summary, the reward systems may encourage individuals to use the MAS 

information related to performance targets. The more managers use the MAS 

information in making decisions, the higher performance they are likely to achieve. 

Therefore, it can be argued that reward systems have a positive effect on managerial 

performance via managers’ use of the MAS information. The present study thus 

proposes the following hypothesis. 

H8: Managers’ use of the MAS information plays a mediating role in the relationship 

between reward systems and managerial performance. 

3.2.3 The mediating role of reward systems in the relationship between 

transformational leadership style and managerial performance 

As discussed earlier (Section 3.1.4, Section 3.1.5, Section 3.1.2), it has been proposed 

that transformational leadership style and reward systems have a direct effect on 

managerial performance; and transformational leadership style has a direct effect on 

reward systems. Based on the mediating conditions of Baron and Kenny (1986), it can 

be argued that reward systems play a mediating role in the relationship between 

transformational leadership style and managerial performance.  

The reform process put Vietnamese enterprises under pressure from changes and 

innovations. One major change is the transformation of reward systems (Zhu, 2002). In 

this context, a transformational leadership style is more likely to encourage change and 

innovation. Transformational leadership style has a positive effect on the reform process 

in enterprises, moving from a centrally planned to a market-oriented business 

environment in a transitional economy (Andrews & Dowling, 1998). To survive in the 

competitive market, Vietnamese enterprises need leaders who has a transformational 



94 

 

leadership style: such leaders often support the reform process by implementing several 

contemporary management systems, such as the development of a reward system which 

motivates creative ideas for improving products and processes (Yukl, 2008). Thus, 

transformational leadership style can facilitate Vietnamese enterprises to motivate 

employees by linking rewards with organisational efficiency and individual efforts 

(Zhu, 2002). Such performance-based reward systems have been adopted in several 

Vietnamese enterprises and have become one of the key human resource practices used 

to improve performance (Zhu et al., 2008; Zhu & Verstraeten, 2013). 

In summary, a transformational leadership style often supports the reform process to 

strengthen the link between rewards and performance targets in enterprises. Once 

managers perceive this link, they may increase their effort to achieve rewards. 

Subsequently, managers can fulfill their functions, which in turn improves their 

performance. This study thus proposes the following hypothesis. 

H9: Reward systems play a mediating role in the relationship between 

transformational leadership style and managerial performance. 

3.2.4 The mediating role of reward systems in the relationship between 

transformational leadership style and managers’ use of the MAS information 

Transformational leadership style and reward systems have a direct effect on managers’ 

use of the MAS information (discussed in Section 3.1.1 and 3.1.3); and transformational 

leadership style has a direct effect on reward systems (Section 3.1.2). According to 

conditions of mediating effect (Baron & Kenny, 1986), it can be argued that reward 

systems play a mediating role in the relationship between transformational leadership 

style and managers’ use of the MAS information.  
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Transformational leadership style can motivate subordinate managers to participate in 

decision process by linking rewards to performance. Vietnamese enterprises have 

developed reward systems based on performance measurement systems including both 

financial and non-financial indicators (Zhu & Verstraeten, 2013; Zhu et al., 2007). 

These indicators may influence managers to use the MAS information. In particular, 

once managers are rewarded for performance such as quality and productivity, they may 

use information related to appropriate indicators, such as output rates, scrap levels and 

employee absenteeism, to make decisions (Sprinkle & Williamson, 2007). 

In summary, when leaders practise transformational leadership style, they support 

changes and innovations in the organisation. In the context of Vietnam, a leader who 

has a transformational leadership style may encourage the transformation of a 

traditional reward system into a performance-based reward system. When managers 

perceive the link between rewards and performance targets, they are likely to use MAS 

information related to performance measurement system in making decisions to achieve 

these targets. Accordingly, the following hypothesis is proposed. 

H10: Reward systems play a mediating role in the relationship between 

transformational leadership style and managers’ use of the MAS information. 

3.3 Moderating Effects 

A moderating effect exists when the relationship between two variables (or constructs) 

is affected by a third. The third variable is not related to either of the other two variables 

but to the relationship between them. The moderator changes the direction and/or the 

strength of that relationship (Baron & Kenny, 1986; Mia, 1993). According to Baron 

and Kenny (1986), the examination of moderating effects can answer the question if 



96 

 

there is a difference in the relationship between the first two variables under the 

influence of the third (the moderator).   

As discussed in Section 2.6, it is important to examine the effect of ownership types on 

the managing and controlling activities of companies operating in a transitional 

economy (Tan, 2002; Wang & Judge, 2012). Vietnam, for example, is a transitional 

economy with several coexisting ownership types (Nguyen, 2008; Zhu, Chew & 

Spangler, 2005). Varying ownership types may have different effects on organisational 

characteristics, such as leadership style, reward systems, and the use of information 

(Ding et al., 2010; Macias, 2002). To answer the research question 2 (as explained in 

Section 1.1) and to achieve objectives 8 and 9 (as discussed in Section 1.3), the 

moderating influences of ownership type on six hypothesised relationships are outlined 

in this section. 

 the influence of ownership type on the relationship between transformational 

leadership style and managers’ use of the MAS information (H11, page 99); 

 the influence of ownership type on the relationship between transformational 

leadership style and reward systems (H12, page 100); 

 the influence of ownership type on the relationship between reward systems and 

managers’ use of the MAS information (H13, page 101); 

 the influence of ownership type on the relationship between transformational 

leadership style and managerial performance (H14, page 103); 
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 the influence of ownership type on the relationship between reward systems and 

managerial performance (H15, page 105); and 

 the influence of ownership type on the relationship between managers’ use of 

the MAS information and managerial performance (H16, page 106). 

The following subsections argue for these influences. 

3.3.1 Impact of ownership type on the relationship between transformational 

leadership style and managers’ use of the MAS information 

As in other transitional economies, SOEs in Vietnam have a culture of bureaucratic, 

strongly top-down hierarchical control and government protection. Individuals in SOEs 

tend to follow the bureaucratic regulations of their companies. Managers appointed by 

the state may prefer to pursue state targets rather than market demands (Nguyen, 2008; 

Painter, 2003). They often follow legitimate procedures and regulations rather than 

proactively acquiring useful information to make non-routine decisions (Kamoche, 

2001; Painter, 2003).Therefore, managers in such companies mostly depend on the 

decisions of their superiors, therefore may use less of the broad scope MAS information 

in their work (Andrews & Dowling, 1998; Brouthers & Arens, 1999). In order to 

achieve sets of planned targets, the information from traditional MAS, such as 

budgeting for controlling costs, profits, and sales (financial, internal, and historical 

information), is preferred in SOEs (Wu, Boateng & Drury, 2007). Additionally, 

although some transformational managers may acknowledge the important role of broad 

scope MAS information in making non-routine decisions to adapt to a fast-changing 

business environment, such information is not widely available for use in Vietnamese 

SOEs (Huynh, 2008; Nguyen, 2003; Nishimura, 2005). This is because when designing 
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and implementing MAS, SOEs usually refer to regulations issued by governments 

rather than to the information needs (Doan, 2012). External information relating to the 

domestic and foreign market, alternative suppliers and buyers for managers is lacking 

(Webster & Taussig, 1999). Managers therefore have difficulty in obtaining the MAS 

information, which they need to make decisions. Therefore, it can be argued that a 

transformational leadership style has a weak effect on their subordinates’ use of broad 

scope MAS information in SOEs. 

By contrast, managers in the private sector are free to choose appropriate management 

techniques in certain circumstances and are given authority to make their own 

managerial decisions; therefore, transformational leadership style is preferred in POEs 

(Ding et al., 2010). This leadership style often encourages subordinates to make 

complex decisions; therefore, they may consult broad scope MAS information to cope 

with a rapidly changing business environment (Abernethy et al., 2010; Naranjo-Gil & 

Rinsum, 2006; Patiar, 2005). In addition, managers in POEs are often appointed from a 

market-oriented perspective. They can therefore participate in decisions related to the 

competitive business environment (Andrews & Dowling, 1998; Djankov & Murrell, 

2002). Accordingly, the more authority for making decisions that managers are handed 

by their transformational leader, the greater the broad scope MAS information 

subordinates use to make decisions.  

Extrapolating from these discussions, it can be argued that transformational leadership 

style has a significant and positive effect on managers’ use of the MAS information in 

POEs, while the relationship between transformational leadership style and managers’ 

use of the MAS information is weak (not significant) in SOEs.  
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H11 The relationship between transformational leadership style and managers’ use of 

the MAS information varies between different groups of enterprises due to difference 

in ownership. 

3.3.2 Impact of ownership type on the relationship between transformational 

leadership style and reward system 

Organisational characteristics such as leadership style and reward systems vary across 

different types of ownership (Ding et al., 2010). Evidence of the influence of ownership 

type on these characteristics has been found in studies carried out in a transitional 

economy such as Vietnam (Le & Truong, 2005a, 2005b; Zhu, 2002; Zhu et al., 2008; 

Zhu & Verstraeten, 2013). This means that the extent to which managers practise a 

transformational leadership style varies, depending on the ownership type of enterprises, 

leading to different effects on reward systems (Abernethy et al., 2010; Goleman, 2000).  

The effect of transformational leadership style on reward systems may be different 

across different types of ownership. In particular, leaders in SOEs do not have enough 

authorities to support the innovations of the organisation. They have to follow 

government policies in most areas. For example, SOEs apply the scale of wage and 

rewards set up by the Labor Bureau (Zhu et al., 2008). This system lacks differentiation 

in rewarding between top and bottom performance (Collins, 2009). Therefore, a 

transformational leadership style has limited influence on reward systems in SOEs. By 

contrast, POEs are more flexible in developing their own reward systems and in 

appointed managers based on market-oriented perspectives (Andrews & Dowling, 1998; 

Djankov & Murrell, 2002).   Managers in POEs have more freedom in implementing 

efficient reward systems to motivate employees in their organisation. These companies 

adopt more performance-based systems than SOEs (Zhu & Verstraeten, 2013).  
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Furthermore, FOEs bring several model management practices, such as the standardised 

reward systems based more on performance, and a transformational leadership style, 

from their parent companies into Vietnam (Collins, 2009; Le & Truong, 2005a, 2005b).  

In summary, ownership type can influence differences in organisational characteristics. 

The extent to which transformational leadership style and reward systems varying 

across enterorises depends on ownership.  This leads to the difference in the effect of 

transformational leadership style on strengthening the link between rewards and 

performance targets. In other words, ownership type can influence the effect of 

transformational leadership style on reward systems. This study, thus, proposes the 

following hypothesis. 

H12 The relationship between transformational leadership style and reward systems 

varies between different groups of enterprises due to difference in ownership.  

3.3.3 Impact of ownership type on the relationship between reward systems and 

managers’ use of the MAS information 

Innovation in Vietnamese enterprises after the 1997 Asian financial crisis brought 

several contemporary management practices into the workplace. However, the 

traditional core practices have remained difficult to replace in Vietnamese SOEs (Zhu et 

al., 2007). In general, reward systems in SOEs have been egalitarian, rarely linked to 

organisational efficiency and individual performance. Nevertheless, individuals might 

be rewarded depending on seniority and length of service in some compensation 

schemes (Zhu et al., 2008). The link between rewards and performance targets in such 

systems is weak; therefore, managers have little motivation for using MAS information 
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relating to these targets to make decisions. Accordingly, reward systems in SOEs may 

have less impact on managers’ use of the MAS information. 

By contrast, enterprises in the private sector, especially the ones with foreign partner 

involvement, have a tendency to adopt more contemporary management practices. 

These companies motivate individuals by rewarding good outcomes based on both 

financial and non-financial performance indicators such as profit, productivity, and 

skills (Zhu et al., 2007). When managers are aware that they will be rewarded based on 

non-financial performance outcomes such as productivity, they may require information 

relating to these in order to support their decision making to solve problems (Gupta & 

Govindarajan, 2000). These managers also have a significant influence on implementing 

management practices such as contemporary MAS in the companies, much more than 

their counterparts have in SOEs (Ding et al., 2010); therefore, this will promote 

managers’ use of the MAS information. 

In summary, the reward systems vary across groups of enterprises. This may also affect 

the extent to which managers use MAS information relating to indicators from the 

performance measurement system. Consequently, differences in ownership type may 

lead to differences in the relationship between reward systems and managers’ use of the 

MAS information. This study thus proposes the following hypothesis. 

H13 The relationship between reward systems and managers’ use of the MAS 

information varies between different groups of enterprises due to difference in 

ownership. 
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3.3.4 Impact of ownership type on the relationship between transformational 

leadership style and managerial performance 

Previous studies emphasise that leadership styles in organisations may be affected by 

ownership type (Avey, Avolio, Crossley & Luthans, 2009; Hooijberg & Choi, 2001; 

Khuntia & Suar, 2004; Stogdill, 1974). In developed countries, where private ownership 

dominates the economy, managers have to face a competitive environment. Therefore, a 

transformational leadership style is often adopted to encourage subordinates to improve 

performance (Avolio, 2011; Bass & Bass, 2008). In a transitional economy, ownership 

type strongly influences leadership styles (Banai & Weisberg, 2005). Transactional 

leadership style is used more often in SOEs than the other leadership styles to adapt to 

the changes from a system with a weak link between individual efforts and rewards to a 

more market-oriented arrangement (Ardichvili, 2001). By contrast, according to 

Hooijberg and Choi (2001) and Khuntia and Suar (2004) leaders in POEs prefer a high-

task, high-relationship and participative leadership style (transformational leadership 

style) to a transactional leadership style (impersonal, bureaucratic with several rules and 

regulations). Transactional leaders affect their subordinates’ performance positively by 

determining the achievement of goals, providing feedback and desirable job rewards. 

However, this leadership style has a less positive effect on managerial performance than 

that of the transformational leadership style. In other words, transformational leadership 

style is significantly related to positive outcomes (Ardichvili, 2001; Avolio, 2011; Bass 

& Bass, 2008).  

In the Vietnamese context, Nguyen (2008) and Truong and Nguyen (2002) also indicate 

that leadership styles vary across economic sectors with different effects on managerial 

performance. Managers in SOEs are bureaucratic, conservative, authoritarian and 
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unsupportive. On the other hand, there is a tendency toward a transformational 

leadership style among managers in the private sector (Ding et al., 2010; Zhu, 2005). In 

particular, most superior managers have a transformational leadership style, while a 

transactional leadership style is more popular among middle managers, who prefer 

using close supervision, giving limited authority to their subordinates (Zhu, 2005). 

Leaders in foreign-invested enterprises encourage work teams and provide their 

subordinates more freedom in making decisions (transformational leadership style). 

These leaders are more participative and supportive, and have better understanding of 

the business environment (Truong & Nguyen, 2002). Consequently, this may lead to 

higher subordinates’ commitment, where subordinates might achieve better managerial 

performance than their counterparts in SOEs (Nguyen, 2008).  

Based on the literature, it can be argued that the transformational tendency of leadership 

style in POEs may positively and significantly affect managerial performance, whereas 

the less transformational style of managers in SOEs has insignificant effects on their 

subordinates’ performance. 

H14 The relationship between transformational leadership style and managerial 

performance varies between different groups of enterprises due to difference in 

ownership. 

3.3.5 Impact of ownership type on the relationship between reward systems and 

managerial performance 

Reward systems influence performance differently depending on the context (Gomez-

Mejia et al., 2010; O’Connor et al., 2006). Ownership type has played an important role 

in determining the incentive pay scheme and performance-based pay for managers. 
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Company ownership is one of the key determining factors in rewarding employees, in 

terms of how to pay and at what level such decisions are made (Gunnigle, Foley & 

Morley, 1994). The monitoring role of reward systems differs according to the type of 

ownership. For example, the level of monitoring of managers through performance-

based compensation in widely-held companies is higher than in family-controlled firms 

(Gomez-Mejia, Larraza-Kintana & Makri, 2003; Jiang, 2011; Khan, Dharwadkar & 

Brandes, 2005).  

In a transitional economy, the impact of reward systems is uncertain depending on the 

context (Ji et al., 2007). Reward systems adopted from a centrally planned economy still 

dominate in SOEs. Such a system has a weak connection between rewards and individual 

efforts and performance (O’Connor et al., 2004). This system rewards managers in much 

the same way, even though there are differences in their efforts. Subjective and uncertain 

criteria in reward systems lead to the dissatisfaction of managers, which in turn may 

negatively affect their performance (Ittner et al., 2003). Consequently, managers are not 

motivated to improve their performance through reward systems. In other words, reward 

systems in SOEs may have less effect on managerial performance. 

By contrast, POEs often strengthen the link between rewards and performance targets 

more effectively than SOEs. Private and foreign companies tend to use performance-

based rewards more than SOEs to motivate managers (Kato & Long, 2004). In these 

enterprises, rewards are strongly linked to organisational and individual performance in 

terms of “profit, productivity, responsibility and skills” (Zhu, 2005, p. 1265). When 

managers perceive that rewards are linked to objective and clear indicators of the 

performance measurement system, they may increase their efforts to achieve these 
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indicators, which in turn may improve their performance (Gomez-Mejia et al., 2010; 

O’Connor et al., 2006). Therefore, it can be argued that in Vietnamese POEs, reward 

systems based more on performance targets may have a significant positive effect on 

managerial performance. 

Extrapolating from the literature, the present study proposes the following hypotheses: 

H15 The relationship between reward systems and managerial performance varies 

between different groups of enterprises due to difference in ownership. 

3.3.6 Impact of ownership type on the relationship between managers’ use of the 

MAS information and managerial performance 

An extensive review of previous studies emphasises that ownership type affects those 

characteristics of an organisation (e.g., relationships, information, and planning and 

control systems) that facilitate individual effort, which in turn affects the performance 

and effectiveness of the organisation  (Chen, Firth & Xu, 2009; La Porta, Lopez-de-

Silanes & Shleifer, 1999; Nguyen, 2008; Shleifer & Vishny, 1997; Tan, 2002).  

In SOEs, managers appointed by the state often follow their superior’s decisions; they 

therefore may not acquire MAS information to use in their work (Andrews & Dowling, 

1998; Djankov & Murrell, 2002). Moreover, SOEs often implement MAS based on 

guidance from the Ministry of Finance instead of being based on their own needs. 

Therefore, MAS information is not widely available for use in SOEs (Doan, 2012; 

Huynh, 2008). Consequently, managers’ use of the MAS information may has a weak 

effect on managerial performance. 
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By contrast, profits and efficiency in POEs are more important than in SOEs. Managers 

in POEs are appointed with a more market-oriented perspective (Andrews & Dowling, 

1998; Djankov & Murrell, 2002). In order to deal with making non-routine decisions in 

a rapidly changing business environment, managers in POEs require more external and 

future-oriented information, such as market growth and production budgets, to enhance 

performance (e.g. determining goals and targets) (Anderson & Lanen, 1999; Firth, 

1996; Huynh, 2008; O’Connor et al., 2004). Accordingly, it can be argued that the 

relationship between managers’ use of the MAS information and managerial 

performance is significant and positive in POEs, but weak or not significant in SOEs. 

H16 The relationship between managers’ use of the MAS information and managerial 

performance varies between different groups of enterprises due to difference in 

ownership. 

Chapter Summary 

Chapter 3 has presented the rationale related to the relationships among variables in the 

research model (Figure 1.1). Based on the theoretical explanation, six main hypotheses 

for the direct relationships have been developed in Section 3.1. Direct relationships 

between transformational leadership style, reward systems, managers’ use of the MAS 

information and managerial performance are proposed. In addition, the mediating roles 

of managers’ use of the MAS information and reward systems have been discussed in 

Section 3.2. The influences of ownership on each relationship have also been argued in 

Section 3.3. It is argued that the relationships between transformational leadership style, 

reward systems, managers’ use of the MAS information and managerial performance 

vary depending on the type of ownership. 
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Chapter 4: Research Methods 

Introduction 

This chapter discusses the methods used to test the hypotheses of the research model. 

Section 4.1 presents the mixed method survey including selection of participants, 

sampling, questionnaire preparation, pilot study, and data collection through a 

questionnaire survey and in-depth interviews. Section 4.2 presents the data analysis 

including the characteristics of the data and the model. The characteristics of the model 

are explained in Section 4.3. The last section highlights the PLS algorithm setting and 

the software used for data analysis.  

4.1 Research Method 

To answer the research questions, the research design is presented with several aspects, 

such as research type, research strategy, research philosophy, and research approach. 

(Saunders, Lewis & Thornhill, 2009). Figure 4.1 shows these aspects of the research 

design. 

Contingency theory. As discussed in Chapter 1, this study aims to examine the 

relationships among contingent variables, managers’ use of the MAS information, and 

managerial performance in Vietnamese enterprises. To do so, a contingency approach 

was applied to address the research objectives examined the 

direct/mediating/moderating effects (see Section 1.3). This approach has been widely 

used in management accounting research to examine the influence on MAS and 

performance of the surrounding context factors (see Section 2.1 and Section 2.2).  
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Figure 4.1. Research Design 
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 Research type: Descriptive-explanatory. This study could be classified as a descriptive-

explanatory study in several research types (see Figure 4.1) because it aims to describe 

certain events or situations and to explain the relationships between variables (Saunders 

et al., 2009, p. 140). In particular, the study examines the causal relationships among 

contingent factors, managers’ use of the MAS information, and managerial performance 

in Vietnamese enterprises. Both quantitative and qualitative data should be collected for 

statistical tests to obtain a clearer view of these relationships and to explain them.  

Research philosophy: Positivism. The philosophy influencing this study is close to 

positivism, which relates to studies using existing theories to develop hypotheses. These 

hypotheses are then tested and confirmed or rejected, leading to further development of 

the theories in future research (Saunders et al., 2009, p. 113). Positivism is still popular 

in management research and is carried out based on highly structured techniques to 

collect quantitative data (e.g., questionnaires) and qualitative data (e.g., in-depth 

interviews), if needed. 

Research approach: Deductive. In line with the positivism paradigm, the current 

research applies a deductive approach. According to Saunders et al. (2009), this 

approach possesses several main characteristics: (1) to explain causal relationships 

between variables by developing and testing hypotheses; (2) to use highly structured 

methods in order to ensure the reliability; (3) to operationalise concepts in a way that 

facilitates facts to be quantitatively measured; and (4) to select a sufficient number of 

samples to be able to generalise statistically about regularities in human social 

behaviour (Saunders et al., 2009, p. 124). 
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Research strategy: Survey. This study uses the survey strategy in association with the 

deduction approach. This strategy is very popular in business and management research 

for several reasons: (1) to facilitates the collection of data from a large sample size in 

economic manner; (2) to standardises the data through a questionnaire, leading to a 

comparative ease to explain and to understand; (3) to allows for collection of 

quantitative data to be used for quantitative descriptive analysis; (4) to provides possible 

reasons for certain associations between variables in order to create appropriate models 

for them; and (5) to generate potential findings from representative data for the whole 

population. When conducting a survey, several important conditions need to be 

considered: (1) ensuring that the research sample is representative of the population; (2) 

designing and piloting the data collection instrument; and (3) ensuring an acceptable 

response rate. In addition to the  questionnaire, the survey strategy also employs other 

data collection techniques, such as structured observation and structured interviews 

(Saunders et al., 2009, p. 144).  

Research method: Mixed methods. This study applies the mixed method research using 

both questionnaire and semi-structured interviews to collect data. The quantitative data 

are then analysed quantitatively; the qualitative data, qualitatively. This approach can 

capture the advantages of both quantitative and qualitative techniques: (1) to generalise 

the findings to a particular population and (2) to provide a detailed view of the context 

(Creswell, 2003). Along with the survey strategy, a cross-sectional study is often 

employed to examine a particular phenomenon at a particular time (Easterby-Smith, 

Thorpe, Jackson & Lowe, 2008).  
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This study employed a mixed method approach with a combination of a questionnaire 

survey and in-depth interviews. This combination can provide a comprehensive analysis 

of the research problem. A cross-sectional survey was conducted to test the 

hypothesised relationships between the variables of the research model (Van der Stede, 

Young & Chen, 2005). In-depth interviews were then carried out to strengthen the 

interpretation of results from the questionnaire survey as well as to enrich the 

information relating to the study. Conducting a survey can facilitate a rapid turnaround 

and economy in data collection (Creswell, 2003). The findings of a survey can be 

generalised to some characteristics, attitude, or behaviour of a population (Fowler, 

2009).  

4.1.1 Population and sample selection 

The target population of this study was department managers in Vietnamese enterprises 

from three different ownership types: state-owned, privately owned, and foreign-owned 

firms operating under The Law of Enterprise 2005 in Vietnam. The participants were 

department managers who were in charge of sales, production, accounting, marketing, 

and operations. These managers were considered capable of providing information 

about their use of the MAS information in managerial decision making (Chenhall & 

Morris, 1986; Chong & Eggleton, 2003; Mia, 1993), and about their perception of the 

reward systems (Chenhall & Langfield-Smith, 2003; Schulz et al., 2010; van Veen-

Dirks, 2010). Small companies were excluded because the management accounting 

system in these enterprises is not likely to be comprehensive (Doan, 2012; Huynh, 

2008). Defining the size of firms required consideration of total assets and employee 

numbers. According to Decree 56/2009/NĐ-CP (Vietnamese Government, 2009), 
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medium and large companies must have total assets of more than 20 billion Dong 

(Vietnamese currency) or more than 200 employees (for industry and construction 

sectors) and have total assets of more than 10 billion Dong or more than 50 employees 

(for trading and services sectors). The data from the Vietnamese General Statistics 

Office (GSO) indicate that, by the end of 2008, of the 205,689 enterprises operating in 

Vietnam, only 10,463 (5%) were medium and large enterprises: 2,043 (20%) were in the 

state-owned sector; 6,536 (62%) in the domestic private sector; and 1,884 (18%) in the 

foreign-owned sector (General Statistics Office, 2010). The sample was divided into 

three groups presenting three main ownership types: state-owned enterprises (SOEs), 

domestic privately owned enterprises (POEs) and foreign-owned enterprises (FOEs). 

4.1.2 Participants  

The research examined managers’ use of the MAS information at the organisational 

level; therefore, multiple respondents in each organisation may enhance the validity of 

data collected (Young, 1996). This survey was conducted in the enterprises operating 

under The Law of Enterprise 2005 in Vietnam. The participants were the managers from 

sales, production, accounting, marketing and operations departments. These managers 

could provide information about their use of the MAS information in their decision-

making process (Chenhall & Morris, 1986; Chong & Eggleton, 2003; Mia, 1993); and 

about the leadership style, reward systems and ownership type of their company (Bass 

& Avolio, 1997; Langfield-Smith et al., 2006; Moores & Yuen, 2001).  

4.1.3 Questionnaire preparation 

A cross-sectional survey was conducted since it is not as costly and difficult as a 

longitudinal survey. According to Van der Stede, Young, and Chen (2005), results of a 
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cross-sectional survey method may lead to a lowering of confidence. Therefore, three 

stages of questionnaire preparation were carried out to improve confidence. 

First, a strong theoretical basis was developed through an extensive literature review. 

Well-established instruments from previous studies were used to measure variables of 

the research to improve reliability and validity. Second, key considerations (e.g., 

reasonable order, familiar terms, clear response format) were taken into account when 

designing the questionnaire package to reduce response errors. This package was 

translated from English into Vietnamese. The Vietnamese version was back-translated 

to English by an independent translator. Two translators (from English to Vietnamese 

and from Vietnamese to English) resolved any translation differences in order to 

preserve the original meaning (Dörnyei & Taguchi, 2009). Finally, the appropriateness 

of the questionnaire was tested through a pilot study. The questionnaire was then 

modified incorporating the comments and suggestions of academics and department 

managers from the pilot study. The final version was prepared and used for data 

collection. 

4.1.4 Pilot study 

The pilot study involved two groups, academics and department managers, in order to 

reduce response errors that may occur and improve the reliability and validity of the 

questions and measures (Diamond, 2000; Smith, 2003). In this study, the draft 

questionnaire was pre-tested in three steps. First, a draft questionnaire package was sent 

to seven academics familiar with the design and topic of the study (two academics from 

the Department of Accounting, Finance and Economics, Griffith University, Australia; 

and five academics from the Accounting and Auditing Department in the University of 
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Economics of Ho Chi Minh City and Danang University, Vietnam). These academics 

assessed the appropriateness of the questions and whether these questions could achieve 

the objectives of the study. Second, prospective respondents were engaged in the pilot 

study. Five department managers (in operations, production, marketing, accounting and 

personnel) were chosen. In order to improve the questionnaire, any problems with the 

questions and the questionnaire were rectified based on the feedback from these groups 

(Van der Stede et al., 2005). 

In-depth discussions on the questionnaire package took place with the academics and 

department managers. These discussions centred on: (1) the length of the questionnaire; 

(2) the use of appropriate terms and jargon; (3) the comprehension of questions; and (4) 

whether any questions should be added or omitted. Based on their comments and 

suggestions, the questionnaire was modified to improve the appropriateness in the 

context of Vietnam. After rewording and changing the order and structure of some 

questions, the final version of the questionnaire was prepared and used for data 

collection (see Appendix B2).  

Third, two methods of gathering data were tested with a small sample of the target 

participants: the questionnaire packages were sent to 100 mail addresses and an 

invitation letter with a link to the questionnaire on a web-based survey called 

LimeSurvey was sent to 100 email addresses. Three responses were received though the 

web-based survey within a week (response rate was 3%) and four responses were 

received from the mail survey. However, there were two incomplete responses from the 

latter method; therefore, the number of usable response was two (2% response rate). 

The response rates in both approaches were not very high: it is challenging to conduct 
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research in Vietnam as there is little tradition of independent and confidential inquiry 

(Wright & Nguyen, 2000).  

Finally, the web-based online survey was chosen because (1) it is widely used in 

management accounting research (Burkert, Fischer & Schäffer, 2011; Elbashir, Collier 

& Sutton, 2011; Sands, 2006); (2) the department managers in the pilot study preferred 

to complete the questionnaire online because they could access the survey and submit it 

at any time; (3) an online survey has several advantages such as reaching extensive 

geographic areas and saving time and cost of conducting research (Smyth, Dillman, 

Christian & O’Neill, 2010; Wright, 2006); and (4) the problem of missing answers can 

be overcome by preparing mandatory questions in the web-based survey. 

4.1.5 Data collection 

Convenience sampling instead of random sampling was used to collect as several 

responses as possible. Because in Vietnam managers are unfamiliar with the tradition of 

independent and confidential inquiry for research, they often avoid participating in 

surveys. To minimize sampling bias, which is potential in convenience sampling (e.g., 

under/over-representation), several steps are necessary, such as careful review of 

previous studies, continuous reminders, and in-depth interviews with managers (Kumar, 

2006).  

Questionnaire survey 

The survey questionnaire targeted 2787 department managers whose email addresses 

had been collected from websites of enterprises, the Department of Planning and 

Investment, and the Businessperson Association. An invitation letter with a link to the 
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web-based survey was sent to department managers through managers’ email addresses. 

Managers who received the invitation letter agreed to participate by clicking on the link 

to the web-based questionnaire. This method has weaknesses of response errors 

(respondents provide inaccurate data) and non-response errors (target respondents do 

not reply). Non-response may cause a problem in the estimates of a survey if there are 

systematic differences between respondents and non-respondents. This may affect the 

generalisation of the study results (Smith, 2003, pp. 125-126). To deal with this 

problem, appropriate procedures were carried out, such as contacting the right person, 

providing rewards for completion, following-up by sending reminder emails, and 

conducting a non-response bias test.  

Every three weeks for three months after the initial invitation letter, reminder letters 

were sent to encourage responses. Of the 710 managers who clicked on the link to 

participate, only 506 answered the questions; 285 out of these 506 participants 

completed the questionnaires and submitted them; 94 responses from managers in small 

enterprises were excluded; three outlier cases were removed from the data. Finally, 191 

cases were used for data analysis providing a response rate of 26.9% (191eligible 

responses/710 cases agreed to participate), see Figure 4.2. The response rate of this 

study is just below the one suggested by Saunders et al. (2009), which is between 30 to 

50% for self-administered questionnaires. However, most studies in management 

accounting research have response rates less than 30 per cent (Al-Omiri, 2007) or 

around 25 per cent (Smith, 2003). Therefore, the response rate of this study, 26.9 per 

cent, was considered satisfactory. 
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Non-response bias test 

The Mann-Whitney U test was conducted to test the significant differences in the 

medians of key variables (transformational leadership style, reward system, managers’ 

use of the MAS information, and managerial performance) between early and late 

responses. The results in Table 4.0 show that there were no significant differences 

between the early and late responses (p > 0.05). The representativeness of the sample is 

not a real problem in view of the adequate variation in sample demographics (e.g., age, 

location, industry, position). 

Table 4.0. Non-response bias test 

Panel A: Mean values 

 
TLS RS MAS MP 

Early response 
Mean 5.35 5.22 5.29 5.54 

Std. Deviation 1.05 1.42 0.98 0.82 

Late response* 
Mean 5.30 4.73 4.90 5.33 

Std. Deviation 1.23 1.87 1.47 1.08 

*Late responses are those that had been received after the final-round reminder emails 

were sent 

 
Panel B: Mann-Whitney U Test for differences between early and late responses 

 
TLS RS MAS MP 

Mann-Whitney U 3962.00 3449.00 3412.00 3679.00 

Wilcoxon W 5853.00 5340.00 5303.00 5570.00 

Z -0.01 -1.46 -1.56 -0.80 

Asymptotic Sig. (2-tailed) 0.993 0.146 0.120 0.421 

 
Panel C: Independent-sample Median Test for Null Hypothesis 

 
TLS RS MAS MP 

Null hypothesis: The medians 

are the same across early and 

late responses. 

Sig. 0.950 0.709 0.485 0.120 

Decision Retain the null hypothesis 
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Figure 4.2. Sampling Process 
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In-depth interview 

In the questionnaire survey, managers were invited to take part in interviews lasting 40 

to 60 minutes.  Twelve of the questionnaire respondents agreed to participate. This stage 

aims to clarify some issues relating to the relationships between the variables of the 

research (Creswell, 2003). This information can enrich the understanding of the effects 

of leadership style and reward systems on managers’ use of the MAS information and 

managerial performance. Moreover, information gained from interviews should be 

helpful to explain differences in these effects among SOEs, POES, and FOEs. To 

achieve this aim, this study conducted the interviews in three stages.  

First, a sheet of interview information (including the purpose of interviews, definition of 

key terms, open-ended questions relating to the research variables and their 

relationships) was sent to the participants (see appendix B2). Second, at the beginning 

of the interview, the author explained the purpose of the study and asked for the 

respondent’s permission to record the interview. During the interview, the author took 

brief notes, which were later transcribed. Finally, information collected from twelve 

interviews was analysed and collated. Table 4.1 indicates the demographic details of 

interviews. Results are used later in the discussion section. 
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Table 4.1. Interviewee Demographics 

Manager Case 

ID 

Industry Total assets  

(in billion VND) 

No. of 

employees 

Ownership Departmental 

managers in 

Others 

A 43 Food production >100 51-100 FOEs (100% foreign investment) Production  Australia 

B 46 Plastic  >20-50 101-200 POEs Operations  

C 64 Cosmetics >20-50 101-200 FOEs (100% foreign investment) Production Multinational 

D 71 Mechanical Processing 10-20 51-100 POEs Marketing, 

Operations 

 

E 117 Entertainment Program Production >20-50 101-200 SOEs (100% state investment) Operations  

F 205 Food Processing & Trading >50-100 51-100 SOEs (35% state investment) Operations, 

Investment 

Equitised 

G 256 Consultant Service 10-20 51-100 POEs Project 

management 

Equitised 

H 257 Pharmaceutical Processing >100 >300 SOEs (45% state investment) Marketing Equitised 

I 321 Wood Processing  >100 >300 POEs Marketing, 

Operations 

 

J 338 Textiles & Garments >50-100 51-100 POEs Sales, Operations  

K 363 Health and Wellbeing Service 10-20 51-100 POEs Operations, 

Finance 

Japanese style 

L 374 Seafood processing >100 >300 SOEs (18% state investment) Operations Equitised 

Note. FOEs = foreign-owned enterprises; POEs = privately owned enterprises; SOEs = state-owned enterprises; VND = Vietnamese Dong (the 

currency of Vietnam). 
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4.2 Preliminary Data Analysis 

This survey tested the hypotheses of multiple relationships between a set of continuous 

variables (dependent, mediating, and independent); therefore, structural equation 

modelling (SEM) was used (Hair, Anderson, Tatham & Black, 2010). SEM is a 

multivariate technique which can test complex relationships amongst variables. It can 

also identify and test relationships amongst observed and unobserved variables. A 

component-based partial least square (PLS) approach to SEM (PLS-SEM) was used. 

This approach helps to analyse the measurement model (factor analysis) concurrently 

with the structural model (path analysis). It also allows the study to test the 

hypothesised relationships as well as the mediating and moderating effects (Lee, Petter, 

Fayard & Robinson, 2011). This technique is appropriate for this study because it 

estimates path models with several latent variables (construct variables) indirectly 

measured by multiple indicators (manifest variables). In addition, PLS-SEM can 

efficiently deal with the small sample size and the complex models without assumptions 

about distribution (Hair, Hult, Ringle & Sarstedt, 2014). However, the data 

characteristics and model characteristics must be considered to improve the quality of 

any PLS-SEM study (Hair et al., 2014; Hair, Ringle & Sarstedt, 2013; Lee et al., 2011). 

These characteristics are discussed in the following subsections.  

4.2.1 Data characteristics 

IBM SPSS was used for examining the data characteristics, such as missing values, 

outliers, distributions, and other descriptive statistics. 
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Sample size 

As a general guideline for conducting an exploratory factor analysis, the sample size 

should be at least 50 observations or 5 cases per variables (Hair et al., 2010). In a PLS-

SEM analysis, to ensure a sufficient level of statistics, Barclay, Higgins, and Thompson  

(1995) suggest a 10 times rule: 10 times the largest number of structural paths directed 

at a particular construct in the structural model. In this study, Figure 1.1 indicates that 

the dependent variable (managerial performance) has the largest number of paths (three) 

directed to it; therefore, the minimum is to have 30 responses to run the PLS path model 

of the research. The sample size of this study is therefore acceptable: 191 responses 

from three groups of enterprises (39 from SOEs, 85 from POEs, 67 from FOEs). This 

sample size is larger than the minimum sample size recommended by  Cohen (1992) to 

achieve critical criteria for the PLS path model. In particular,  with three endogenous 

constructs for the level of statistical power of 80%, minimum R
2
 values of .10, and 

significant levels of 1%, the minimum sample size should be 176 (which can be 

computed by G*Power program provided for free at http://wwww.psycho.uni-

duesseldorf.de/aap/projects/gpower/).  

Missing values 

This study conducted an online survey; therefore, the missing values can be controlled 

by setting mandatory questions. This force-answer approach allows respondents to 

move to the next question only when they finish the current one (Smyth et al., 2010; 

Wright, 2006). Consequently, in this survey there are no missing values in all responses 

submitted.  

http://wwww.psycho.uni-duesseldorf.de/aap/projects/gpower/
http://wwww.psycho.uni-duesseldorf.de/aap/projects/gpower/
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Outliers 

An outlier is an observation that has an extreme value differing from the others (Hair et 

al., 2010). The outcome of any multivariate analysis may be influenced by outliers; 

therefore, methods to assess their impact must be considered. First, the Explore function 

with box plot in IBM SPSS Statistics was run to identify outliers. The boxplots of 

indicators indicated 24 influential observations (12.6% of 191 cases), in which there 

were five outliers (2.6%, including cases ID 44, 290, 333, 714 and 794). These cases 

were from the intended population; however, their distributions had more extreme 

values. These observations were retained and modified to median value to reduce their 

impact (Pallant, 2011; Tabachnick & Fidell, 2007). 

Data demographics 

Table 4.2 presents the demographics of the sample respondents. Of the 191 cases 

collected in this survey, 100 (52%) were from Ho Chi Minh, the largest and most 

dynamic city in Vietnam and 91 (48%) were from other cities and provinces. Nearly 

half (44.5%) of responses were from POEs, 67 (35.1%) from FOEs and 39 (20.4%) 

from SOEs.  Managers in SOEs and FOEs tended to be better qualified than those in 

POEs: 34% of respondents in SOEs and 28% in FOEs had a Master’s degree or higher 

qualification compared to 19% in POEs.  In POEs and FOEs, managers had more years 

of managerial experience in their companies: 22% and 25% respectively, compared to 

only 18% in SOEs, with more than 9 years’ experience. 
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Table 4.2. Sample Demographics 

Categories 

Total (N=191) 
By Ownership type 

SOEs (n=39) POEs (n=85) FOEs (n=67) 

n  % n  % n  % n  % 

Region North & Central 60 31 18 46 25 29 17 25 

South 31 16 6 15 8 9 17 25 

Ho Chi Minh City 100 52 15 39 52 61 33 49 

Industry Manufacturing   98 51 17 44 36 42 45 67 

Trading & Service 93 49 22 56 49 58 22 33 

Firm Size Medium 83 44 11 28 52 61 20 30 

Large 108 57 28 72 33 39 47 70 

Department 

managers 

Production 48 25 10 26 12 14 26 39 

Marketing 58 30 14 36 29 34 15 22 

Operations 43 23 4 10 26 31 13 19 

Others 42 22 11 28 18 21 13 19 

Experience < 3 years 62 33 16 41 25 29 21 31 

3 to < 6 years 63 33 12 31 29 34 22 33 

6 to < 9 years 18 9 4 10 11 13 3 5 

≥ 9 years 43 23 7 18 19 22 17 25 

No answer 5 3 

  

1 1 4 6 

Gender Female 53 28 8 21 28 33 17 25 

Male 132 69 30 77 55 65 47 70 

No answer 6 3 1 3 2 2 3 5 

Education College 11 6     10 12 1 2 

Bachelor 127 67 24 62 58 68 45 67 

Master 46 24 12 31 15 18 19 28 

PhD 2 1 1 3 1 1 

  No answer 5 3 2 5 1 1 2 3 

Age 21-30 35 18 9 23 14 17 12 18 

31-40 112 59 20 51 57 67 35 52 

41-50 25 13 6 15 4 5 15 22 

 >50 15 8 3 8 10 12 2 3 

No answer 4 2 1 3     3 5 
Note. FOEs = foreign-owned enterprises; POEs = privately owned enterprises; SOEs = state-owned 

enterprises. 
a 

Operations managers are often responsible for multiple functions, such as financial, human resources, 

production, sales and marketing 
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Data distribution  

The normality of the distributions of indicators was assessed by skewness and kurtosis 

values calculated in SPSS with the Explore option (see Table 4.3). In PLS-SEM, a non-

parametric method is used without the need to consider normal distribution. However, it 

is important to indicate whether the data are extremely non-normal to verify any 

problems in assessing parameters’ significances (Hair et al., 2014). Skewness values 

indicate that the distribution of responses is symmetrical. A substantially skewed 

distribution occurs when skewness values are greater than +1 (stretching toward the 

right tail) or less than -1 (stretching toward the left tail). Kurtosis values exhibit a 

peaked (positive values) or flat distribution (negative values). It is acceptable when 

skewness and kurtosis values fall within the range -1 to +1 (Hair et al., 2010).  

In general, the normality of data is not an issue because the skewness and kurtosis 

values of indicators are in the acceptable range (-1, +1) with the exception of three 

indicators (CH3, CH8, MP3) with skewness values just below -1. Moreover, CH3 and 

CH8 are the two out of eleven indicators measuring the construct of transformational 

leadership style; and MP3 is one of eight indicators measuring the construct of 

managerial performance. This slight degree of non-normality of the data is less severe 

with PLS-SEM; therefore, these indicators are retained (Hair et al., 2010; Hair et al., 

2014).  
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Table 4.3. Descriptive Statistics  

Items Median Mean SD 

Skewness Kurtosis 

Statistic SE Statistic SE 

CH1: Displays power, confidence and ethics 6.00 5.83 1.242 -.915 .176 .358 .350 

CH2: Talks of values 6.00 5.54 1.468 -.850 .176 .090 .350 

CH3: Arouses awareness about important issues 6.00 5.40 1.596 -1.034 .176 .560 .350 

CH4: Talks optimistically 6.00 5.44 1.581 -.897 .176 .038 .350 

CH5: Has subordinates’ respect 6.00 5.50 1.479 -.932 .176 .358 .350 

CH6: Makes subordinates feel proud of the group 5.00 4.77 1.800 -.616 .176 -.433 .350 

CH7: Emphasises the collective mission 6.00 5.26 1.581 -.803 .176 -.008 .350 

CH8: Talks enthusiastically 6.00 5.55 1.439 -1.028 .176 .621 .350 

IS1: Suggests new ways 7.00 5.88 1.360 -.893 .176 -.344 .350 

IS2: Re-examines assumptions 4.00 4.66 1.697 -.441 .176 -.290 .350 

IS3: Suggests different angles 5.00 5.06 1.533 -.461 .176 -.290 .350 

IS4: Seeks different views 5.00 5.08 1.833 -.705 .176 -.441 .350 

RS1: Rewards are directly tied to individual performance 5.00 4.96 1.771 -.494 .176 -.641 .350 

RS2: Rewards are directly tied to performance measures 5.00 5.13 1.744 -.618 .176 -.529 .350 

RS3: People’s rewards increase as their performance increase 5.00 5.18 1.661 -.691 .176 -.244 .350 

RS4: Individuals whose performance ranks in the top 25% receive higher rewards than 

those in the bottom 25% 5.00 4.99 1.895 -.670 .176 -.529 .350 
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Table 4.3 Descriptive Statistics (continue) 

Items 

Median Mean SD Skewness Kurtosis 

Statistic Statistic Statistic Statistic SE Statistic SE 

MAS1: Future events 6.00 5.36 1.455 -.774 .176 .431 .350 

MAS2: Probability estimated information 6.00 5.29 1.506 -.940 .176 .677 .350 

MAS3: Non-economic information 5.00 5.23 1.439 -.862 .176 .737 .350 

MAS4: Broad factor external information 5.00 5.03 1.486 -.560 .176 .189 .350 

MAS5: Non-financial production 5.00 4.94 1.555 -.744 .176 .259 .350 

MAS6: Non-financial market information 5.00 5.14 1.408 -.817 .176 .897 .350 

MP1: Planning 6.00 5.57 1.121 -.813 .176 .314 .350 

MP2: Investigating 6.00 5.30 1.349 -.987 .176 .944 .350 

MP3: Coordinating 6.00 5.68 1.273 -1.072 .176 .625 .350 

MP4: Evaluating 6.00 5.38 1.150 -.685 .176 .254 .350 

MP5: Supervising 6.00 5.56 1.186 -.739 .176 .284 .350 

MP6: Staffing 6.00 5.53 1.128 -.662 .176 .057 .350 

MP7: Negotiating 6.00 5.63 1.258 -.839 .176 .214 .350 

MP8: Representing 5.00 5.14 1.453 -.707 .176 .241 .350 
Note. CH = Charisma; IS = Intellectual stimulation; MAS = Management accounting system; MP = Managerial performance; RS = Reward system; SD = Standard Deviation; SE = 

Standard Error. 
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Variable measurement 

This study examines the relationships between the variables of the research model. All 

variables of the study are measured based on one single questionnaire that included 30 

items to measure variables. Each item relates to one question in the survey. 

Well-developed instruments from previous studies were employed to measure variables. 

To verify the accuracy of the instrument, reliability and validity need to be evaluated. 

Reliability relates to the consistency of the measure, while validity indicates how well 

the measure defines the concept (Hair et al., 2010). The most widely used measure for 

reliability is Cronbach’s alpha, with a lower limit value of at least .70. In exploratory 

research, .60 is acceptable (Cronbach, 1951).  

Although well-developed instruments were used, an exploratory factor analysis (EFA) 

was conducted before a confirmatory factor analysis (CFA) to examine the correlations 

among items of the instruments. Table 4.4 exhibits a correlations matrix among items. 

In general, all items of each latent variable have high correlations with each other 

(significant at the .01 level). The EFA identifies that specific items which are highly 

correlated become a composite of a specific variable. According to Comrey and Lee 

(1992), factor loadings are considered poor (.32), fair (.45), good (.55), very good (.63), 

and excellent (in excess of .71). The pure measure of the factor (component) increases 

when factor loadings are high (Tabachnick & Fidell, 2007). A factor analysis in SPSS 

was conducted, including the principal components, the Oblimim rotation, and the 

eigenvalues greater than 1; and suppressing the small coefficients with an absolute value 

below .3. Table 4.5 exhibits the pattern matrix of this analysis. 
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Table 4.4. Correlation Matrix 

  CH1 CH2 CH3 CH4 CH5 CH6 CH7 CH8 IS1 IS2 IS3 IS4 RS1 RS2 RS3 RS4 MAS1 MAS2 MAS3 MAS4 MAS5 MAS6 MP1 MP2 MP3 MP4 MP5 MP6 MP7 MP8 

CH1 1                              

CH2 .589 1                             

CH3 .407 .356 1                            

CH4 .352 .472 .541 1                           

CH5 .546 .460 .532 .463 1                          

CH6 .512 .469 .545 .451 .727 1                         

CH7 .481 .415 .551 .417 .596 .633 1                        

CH8 .416 .380 .481 .429 .393 .429 .556 1                       

IS1 .306 .387 .390 .357 .280 .271 .210 .369 1                      

IS2 .334 .493 .352 .452 .465 .568 .424 .289 .355 1                     

IS3 .445 .426 .516 .469 .593 .627 .530 .408 .334 .623 1                    

IS4 .427 .415 .679 .439 .520 .590 .566 .475 .240 .459 .577 1                   

RS1 .279 .321 .323 .170 .219 .279 .367 .354 .302 .137 .245 .316 1                  

RS2 .241 .270 .295 .172 .209 .281 .335 .414 .277 .101 .237 .267 .784 1                 

RS3 .183 .308 .275 .104 .178 .297 .291 .366 .268 .119 .172 .277 .763 .797 1                

RS4 .127 .229 .235 .126 .113 .194 .243 .342 .214 .041 .142 .185 .671 .716 .732 1               

MAS1 .177 .233 .060 .107 .167 .126 .181 .228 .314 .144 .137 .056 .316 .228 .213 .135 1              

MAS2 .136 .207 .051 .099 .228 .166 .187 .178 .255 .137 .073 .119 .249 .212 .202 .154 .752 1             

MAS3 .222 .263 .094 .146 .275 .178 .282 .262 .137 .113 .137 .194 .229 .225 .192 .121 .444 .577 1            

MAS4 .154 .272 .170 .236 .187 .245 .332 .292 .189 .234 .249 .225 .286 .315 .249 .217 .511 .584 .543 1           

MAS5 .150 .241 .169 .129 .172 .241 .311 .251 .226 .261 .132 .198 .276 .230 .302 .254 .466 .599 .519 .607 1          

MAS6 .149 .310 .161 .186 .222 .291 .244 .248 .162 .156 .226 .163 .309 .271 .278 .226 .449 .520 .502 .720 .545 1         

MP1 .256 .360 .290 .258 .270 .288 .364 .305 .206 .186 .256 .350 .198 .137 .188 .082 .251 .201 .168 .324 .196 .264 1        

MP2 .251 .409 .196 .237 .265 .364 .392 .367 .142 .240 .312 .275 .309 .227 .296 .226 .334 .325 .383 .441 .385 .552 .610 1       

MP3 .300 .489 .250 .210 .241 .352 .416 .306 .212 .300 .341 .298 .368 .273 .319 .221 .322 .307 .247 .425 .245 .501 .569 .694 1      

MP4 .216 .400 .232 .194 .252 .283 .370 .234 .257 .194 .265 .234 .323 .303 .317 .246 .339 .368 .393 .458 .329 .534 .545 .659 .689 1     

MP5 .320 .386 .277 .233 .328 .286 .402 .317 .220 .129 .254 .206 .340 .285 .286 .230 .285 .304 .231 .348 .270 .389 .554 .546 .634 .638 1    

MP6 .295 .413 .336 .214 .237 .225 .368 .308 .263 .133 .217 .243 .217 .264 .239 .182 .258 .220 .114 .266 .175 .259 .564 .383 .549 .529 .714 1   

MP7 .417 .378 .266 .218 .290 .286 .269 .286 .258 .088 .189 .306 .187 .265 .216 .151 .356 .371 .340 .248 .190 .222 .282 .218 .322 .332 .299 .451 1  

MP8 .273 .361 .280 .190 .273 .362 .463 .390 .253 .212 .247 .276 .364 .371 .369 .339 .357 .361 .445 .493 .367 .410 .247 .402 .429 .377 .339 .365 .553 1 

Note. CH = Charisma; IS = Intellectual stimulation; MAS = Management accounting system; MP = Managerial performance; RS = Reward system. 
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Table 4.5. Pattern Matrix
a
 

 Component 

1 2 3 4 5 6 

CH1 .560    .361  

CH2 .397   -.303  .304 

CH3 .694      

CH4 .613      

CH5 .801      

CH6 .831      

CH7 .703      

CH8 .476      

IS1      .752 

IS2 .679    -.331 .304 

IS3 .775      

IS4 .782      

RS1   .853    

RS2   .901    

RS3   .909    

RS4   .910    

MAS1  .701    .348 

MAS2  .842     

MAS3  .770     

MAS4  .742     

MAS5  .757     

MAS6  .660     

MP1    -.814   

MP2    -.701   

MP3    -.811   

MP4    -.762   

MP5    -.816   

MP6    -.774 .322  

MP7     .753  

MP8  .374   .387  

Note. CH = Charisma; IS = Intellectual stimulation; MAS = Management accounting system; MP = 

Managerial performance; RS = Reward system. 

Extraction Method: Principal Component Analysis.  

Rotation Method: Oblimin with Kaiser Normalization. 
a
 Rotation converged in 12 iterations. 
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The four main components formed, components 1, 2, 3 and 4, stand for the four 

variables, transformational leadership style, managers’ use of the MAS information, 

reward systems, and managerial performance of the research.  The component with the 

highest loading was chosen for items where their loadings spread across components. In 

particular, item CH1, CH2, and IS2 belong to component 1; MAS1 belongs to 

component 2; and MP6 belongs to component 4. The issues relating to items IS1, MP7, 

and MP8 were considered further when conducting the CFA for each component 

(variable) in the following subsections. 

Transformational leadership style (TLS) 

The five-factor leadership style model and its assessment instrument, the Multi-factor 

Leadership Questionnaire (MLQ), developed by Bass and Avolio (1997), have been 

adopted in a large number of studies on management/leadership style. This study used a 

list of collected questions from the MLQ developed by Bass and Avolio (1997), which 

had also been employed by Avolio et al. (1999) and Patiar (2005), to measure TLS. 

Twelve items for the charisma dimension and four items for the intellectual stimulation 

dimension that had been used to measure transformational leadership style by Avolio et 

al. (1999) were combined into twelve dimensions through the pilot study. Four items, 

namely “displays power and confidence”, “models ethical standards”, “considers the 

moral/ethical” and “expresses confidence”, were merged into one item of “displays 

power, confidence and ethics”. Two items, “proud of him/her” and “goes beyond self-

interest”, became “makes subordinates feel proud of the group” because managers in the 

pilot study treated them in the same way. Respondents used a 7-point scale (ranging 

from 1 “not at all” to 7 “frequently, if not always” on twelve remaining dimensions) to 
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rate superiors’ behaviour. One more dimension, “suggests new ways” (IS1), was 

dropped from factor analysis. The instrument satisfied the reliability level with a 

Cronbach’s alpha of 0.912 (see Table 4.6). 

Table 4.6. Transformational Leadership Style ─ Reliability and Correlation Matrix 

(Cronbach’s alpha .912, 11 items) 1 2 3 4 5 6 7 8 9 10 

1 Displays power, confidence and ethics 1          

2 Talks of values .589 1         

3 Arouses awareness about important 

issues .407 .356 1        

4 Talks optimistically .352 .472 .541 1       

5 Has subordinates’ respect .546 .460 .532 .463 1      

6 Makes subordinates feel proud of the 

group .512 .469 .545 .451 .727 1     

7 Emphasises the collective mission .481 .415 .551 .417 .596 .633 1    

8 Talks enthusiastically .416 .380 .481 .429 .393 .429 .556 1   

9 Re-examines assumptions .334 .493 .352 .452 .465 .568 .424 .289 1  

10 Suggests different angles .445 .426 .516 .469 .593 .627 .530 .408 .623 1 

11 Seeks different views .427 .415 .679 .439 .520 .590 .566 .475 .459 .577 
            

Reward systems (RS) 

This study focused on how closely a reward system is perceived by managers to be  

linked with performance. Questions used to measure the perceptions were adapted from 

Schulz (2010), Chow et al. (1999), and Shield and Young (1993). Four items were used 

to measure the extent of the link on a 7-point Likert-type scale ranging from 1 “not at 

all” to 7 “to a great extent”: (1) rewards are directly tied to individual performance; (2) 

rewards are directly tied to performance measures; (3) people’s rewards increase as their 

performance increase; and (4) individuals whose performance ranks in the top 25% 

receive higher rewards than those in the bottom 25%. The instrument satisfied the 

reliability level with a Cronbach’s alpha of 0.919 (see Table 4.7).  
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Table 4.7. Reward System ─ Reliability and Correlation Matrix  

(Cronbach’s alpha .919, 4 items) 1 2 3 

1 Rewards are directly tied to individual performance 1.000   

2 Rewards are directly tied to performance measures .784 1.000  

3 People’s rewards increase as their performance increase .763 .797 1.000 

4 Individuals whose performance ranks in the top 25% receive higher 

rewards than those in the bottom 25% .671 .716 .732 
     

Managers’ use of the MAS information  

The instrument developed by Chenhall and Morris (1986) has been widely used in most 

studies on MAS. Following previous studies, the present study adopted a 7-point Likert-

type scale on six items developed by Chenhall and Morris (1986) and Mia and Chenhall 

(1994) to measure managers’ use of the MAS information. The respondents rated the 

extent to which they use each item for making decisions by selecting a point from 1 “not 

used at all” to 7 “used to a great extent”. The average scores for the six items (future 

events, probability estimated information, non-economic information, external 

information, non-financial information, and non-financial market information) represent 

the overall score for managers’ use of the MAS information. This instrument satisfied 

the reliability level with a Cronbach’s alpha of 0.883 (see Table 4.8).  

Table 4.8. Use of the MAS Information ─ Reliability and Correlation Matrix  

(Cronbach’s alpha .883, 6 items) 1 2 3 4 5 

1 Future events 1.000     

2 Probability estimated information .752 1.000    

3 Non-economic information .444 .577 1.000   

4 Broad factor external information .511 .584 .543 1.000  

5 Non-financial production .466 .599 .519 .607 1.000 

6 Non-financial market information .449 .520 .502 .720 .545 
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Managerial performance (MP) 

The instrument developed by Mahoney et al. (1963) was used to measure managerial 

performance because this instrument, despite being around for decades, is still 

considered relevant in recent management accounting studies (Burkert et al., 2011; 

Cheng, 2012; Hammad, Jusoh & Ghozali, 2013; Lau & Martin-Sardesai, 2012). This 

implies that it is necessary to “generate a more relevant current instrument, but the 

incentives to do so are slim. A new instrument is vulnerable and needs extensive testing, 

and there are no corroborative studies using the same instrument” (Smith, 2003, p. 119). 

Participants rated their performance on eight dimensions of a 7-point Likert-type self-

evaluation scale. Even though self-rating has been criticized for being subjective, this 

instrument has been widely used in management accounting research (Agbejule, 2005; 

Burkert et al., 2011; Chong & Eggleton, 2003; Etemadi et al., 2009; Gul & Chia, 1994) 

because of the significant correlation between self-rating and super-rating. Several 

studies have rejected the criticism of subjective measures (Alam & Mia, 2006; Dunk, 

2003; Mia, Iselin & Sands, 2005).  

Managers rated their own performance using a scale from 1 “very poor” to 7 “excellent” 

under eight performance dimensions: planning, investigating, coordinating, evaluating, 

supervising, staffing, negotiating, and representing. However, two performance 

dimensions (negotiating and representing) were dropped because they were loaded on 

multi-factors (cross-loadings), with the cross-loadings differing by less than 0.2 (Hair et 

al., 2010), and the values of “Cronbach’s alpha if item deleted” were higher than the 

final alpha value (Pallant, 2011). The remaining six dimensions were used to examine 
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managerial performance, which satisfied the reliability level with a Cronbach’s alpha of 

0.896 (see Table 4.9).  

Table 4.9. Managerial Performance ─ Reliability and Correlation Matrix  

(Cronbach’s alpha .896, 6 items) 1 2 3 4 5 

1 Planning 1.000     

2 Investigating .610 1.000    

3 Coordinating .569 .694 1.000   

4 Evaluating .545 .659 .689 1.000  

5 Supervising .554 .546 .634 .638 1.000 

6 Staffing .564 .383 .549 .529 .714 
       

In the context of developed countries, Carroll and Gillen (1987) also dropped these two 

items from their measurement instrument for managerial performance due to the lack of 

time spent on managers’ activities. More recently, Agbejule and Saarikoski (2006) 

excluded them because they did not load properly.  

4.2.2 Model characteristics 

As discussed in chapter 1, the research model was developed to examine the direct 

relationship among transformational leadership style, reward system, managers’ use of 

the MAS information, and managerial performance; the mediating roles of MAS 

information and reward system in these relationships; and the moderating effect of 

ownership.  

Figure 4.3 exhibits four latent variables and their relationships. These constructs are not 

measured by direct observation; therefore, a measurement model for each variable needs 

to be specified. All variables are reflective constructs and are measured by multiple 

items: transformational leadership style by eleven indicators, CH1 to CH8 and IS2 to 
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IS4; reward system by four indicators, RS1 to RS4; managers’ use of the MAS 

information by six indicators, MAS1 to MAS6; and managerial performance by six 

indicators, MP1 to MP6. The path model has one exogenous construct (independent 

variable), transformational leadership style, and three endogenous constructs, reward 

systems, MAS information, and managerial performance. Reward systems and MAS 

information are intervening/mediating variables and Managerial Performance is a 

dependent variable.  

A PLS-SEM algorithm uses the observable indicators to estimate unobserved latent 

variables of the model (Hair et al., 2014). In this study, the data used to run the PLS-

SEM algorithm included 191 observations (sample size), as exhibited in the first column 

of the data matrix in Table 4.10, and 27 indicators to measure four constructs (latent 

variables), as exhibited in the first row.  

Table 4.10. Data Matrix for PLS-SEM Algorithm 

Case CH1 ... RS1 ... MAS1 ... MP1 ... MP6 

1 7 ... 7 ... 5 ... 6 ... 7 

2 5 ... 6 ... 6 ... 4 ... 5 

3 6 ... 7 ... 7 ... 6 ... 7 

... ... ... ... ... ... ... ... ... ... 

191 4 ... 4 ... 4 ... 4 ... 4 
 Note. CH = Charisma; MAS = Management accounting system; MP = Managerial performance; RS = 

Reward system. 

 

In Figure 4.3, the arrows heading from each construct (oval) to indicators (rectangles) 

indicate the reflective measurement model (outer model) for the construct. The arrows 

from construct(s) to construct(s) indicate the structural model (inner model). The 

measurement model shows the relationship between each latent variable and its 
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indicators, while the structural model exhibits the relationship between latent variables. 

The PLS-SEM calculates the Lvs, which are used to estimate all relationships in the 

structural model (Henseler, Ringle & Sarstedt, 2012).  

 Four parameter settings were selected to run the PLS_SEM algorithm model: (1) the 

Path Weighting Scheme for the weighting method; (2) standardized data for the data 

metric (Mean value of 0, Standard deviation of 1); (3) the stop criterion of 0.00001 or 

the maximum number of 300 iterations for stopping the PLS-SEM algorithm; and (4) 

the initial value of +1 for all outer weights.  

Figure 4.3. Model Characteristics 

 
Note: CH = Charisma; IS = Intellectual stimulation; MAS = Management accounting system; MP = 

Managerial performance; RS = Reward system; TLS = Transformational leadership style. 
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Several software packages, such as Amos, LISREL, PLS-Graph, and Mplus, are 

available for estimating SEM models. The SmartPLS 2.0 (M3) Beta software package 

(Ringle et al., 2005) was used to test the hypotheses of the PLS model of the research. 

SmartPLS is appropriate for this study for several reasons: (1) it supports the use of 

reflective constructs of the model; (2) mediating variables are tested in the 

comprehensive model; (3) moderation could be tested by using the sum of the measures 

from one construct multiplied by the sum of the measures in the second construct; (4)  

large samples do not bias the statistics; and (5) in the PLS algorithm, the data do not 

require the assumption of being multivariate normal when determining the statistical 

significance of the loading and of the path coefficients (Lee et al., 2011). 

As with other component-based SEM techniques, PLS allows the simultaneous 

examination of both the measurement model (outer model: the relationship between the 

latent variable and its indicators) and the structural model (inner model: the relationship 

between the constructs). According to Ringle et al. (2005), in the SmartPLS, the 

assessment of the measurement model is similar to the principal components analysis 

(using the PLS algorithm with 300 maximum iteration, standardised values and centroid 

weighting scheme), while the structural model with path coefficients is comparable with 

ordinary least squares regression (using bootstrapping of 5000 resamples). The results 

of these two models are discussed in chapter 5. 

In addition, the research also examined the mediating role of managers’ use of the MAS 

information and reward systems. To analyse mediating effects, the PLS path model was 

first run without the potential mediator and the significance of path coefficients was 

checked; the PLS path model including the mediator was then run. The significance of 
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indirect effects must be tested by conducting the bootstrapping procedure. If it is 

confirmed, some of the direct effects may be mediated. The variance accounted for 

(VAF) needs to be estimated to determine the size of the indirect effects in the total 

effects (i.e total effect = direct effect + indirect effect). According to the conditions of 

the mediating effect discussed in Section 3.2, three criteria must be considered in the 

PLS path model: (1) whether the direct effect is significant when the mediator is 

excluded; (2) whether the indirect effect via the mediator is significant (i.e., 

significances of path from exogenous to mediator and path from mediator to 

endogenous latent variables); and (3) whether the extent of the endogenous latent 

variable is explained by the direct effect and by the indirect effect of the exogenous 

latent variable via the mediator (Hair et al., 2014). Hair et al. (2014) provide the value 

of VAF to determine the  mediating effects: the VAF is less than 20% (no mediation), 

larger than 20% and less than 80% (partial mediation), larger than 80% (full mediation), 

and larger than 1 (suppressor effect). 

Regarding the moderating effects of the research model, this study carried out the PLS-

based approach to multi-group analysis (PLS-MGA) suggested by Henseler (2012) to 

examine these effects. This is a non-parametric approach evaluating the observed 

distribution of the bootstrap outcomes instead of distribution assumption. First, the data 

were divided into three subgroups, based on the category variable of ownership type, 

SOEs, POEs, and FOEs. Second, the PLS path model was estimated for each group, 

based on Lvs to ensure that these structural models have the same measurement model 

for comparision across groups (Kline, 2011). Finally, the significant differences 
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between path coefficients across groups were assessed by t-statistics and P-values. 

Results are discussed in more detail in chapter 5. 

Chapter Summary 

Overall, this chapter presents the mixed method survey, which combines the 

questionnaire survey and in-depth interviews. Respondents were the department 

managers from medium and large enterprises in three sectors: state-owned, privately 

owned, and foreign-owned enterprises. Procedures relating to sampling process, 

questionnaire preparation and pilot study were identified. The characteristics of data and 

model were highlighted before running the research model. Well-established 

instruments used in previous studies to measure variables were employed in the survey. 

The PLS algorithm and software used for data analysis were also discussed. 
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Chapter 5: Results 

Introduction 

This chapter presents the results of the research model in detail and gives a 

comprehensive evaluation of the results for both the measurement model and structural 

model. Section 5.1 presents the results of the measurement model to assess the 

relationships between the constructs and their indicators. Section 5.2 assesses the PLS-

SEM structural model results, including the path coefficients and R
2
 values, to test the 

proposed hypotheses in the study. Finally, Section 5.3 and Section 5.4 determine the 

complement PLS-SEM analyses such as mediation and multi-group analyses.  

The PLS-SEM path model assesses the quality of the model based on non-parametric 

evaluation criteria which indicate the predictive capabilities of the model (Hair et al., 

2014). Several criteria are used to improve the accuracy of the findings. These criteria 

are identified when running the PLS-SEM algorithm and bootstrapping in the SmartPLS 

2.0 (M3) Beta software package (Ringle et al., 2005). The data set used to run with this 

software has been checked to ensure that it does not include string elements and missing 

values. Figure 5.1 exhibits a two-step process for the PLS-SEM path model of the study 

with SmartPLS. The measurement model (outer model) indicates the relationships 

between individual constructs (ovals) and their indicators (rectangles). The structural 

model (inner model) exhibits the relationships between constructs. The assessment of 

this model is discussed in the following sections. 
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Figure 5.1. Measurement Model and Structural Model 

 

Note: CH = Charisma; IS = Intellectual stimulation; MAS = Management accounting system; MP = 

Managerial performance; RS = Reward system; TLS = Transformational leadership style. 

*p < .05. ***p < .001. 

 

5.1 Measurement Model 

The measurement model estimates the relationships between the constructs and their 

indicators. Measuring a construct by several indicators can represent enough different 

aspects of the concept, which in turn improves the accuracy of the measurement and 

research findings. The reliability and validity of the constructs are evaluated through 

several criteria, such as indicator reliability, consistency reliability, convergent validity, 

and discriminant validity. Table 5.1 exhibits the rule of evaluation of a reflective 

measurement model. Table 5.2 and Table 5.3 exhibit criteria which were generated from 

running the PLS-SEM algorithm and used to assess the reflective measurement model. 
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Table 5.1. Rule of Thumb for Evaluating Reflective Measurement Model 

Internal consistency 

reliability 

Composite reliability (CR) or Cronbach’s alpha (α) should be higher 

than 0.708 (in exploratory research, 0.60 to 0.70 is considered 

acceptable). 

Indicator reliability Indicator outer loadings should be higher than 0.708 (this means that 

the indicator validity equals 0.50, the outer loading squared).  The 

values between 0.40 and 0.70 may be deleted only if this removal 

leads to the increase of composite reliability and AVE above the 

suggested threshold value. 

Convergent validity The AVE should be higher than 0.50; CR > AVE; and communality 

(CM) > 0.50 

Discriminant 

validity 

The square root of the AVE of each latent construct should be higher 

than the its highest correlation with any other latent construct (Fornell–

Larcker criterion). 

An indicator’s loading on a construct should be higher than all of its 

cross loadings on other constructs. 
Note. CR = Composite reliability; α = Cronbach’s alpha; AVE = Average variance extracted; CM = 

Communality. Adapted from Hair, Ringle, and Sarstedt (2011, p. 145) and  Hair, Hult, Ringle, and 

Sarstedt, (2014, p. 107) 

Internal Consistency Reliability 

Internal consistency reliability is necessary when assessing the reliability of different 

indicators used to measure the same characteristic (Streiner, 2003). Traditionally, the 

internal consistency reliability can be evaluated by Cronbach’s alpha (as discussed in 

chapter 4). However, Cronbach’s alpha tends to be sensitive to the number of items in 

the scale, underestimating the internal consistency reliability (Hair et al., 2014). As 

shown in Table 5.2, the reliability is confirmed when the composite reliability values 

and Cronbach’s Alpha for all constructs exceed the critical value of 0.70 (Hair et al., 

2010). In PLS-SEM, it is more appropriate to use composite reliability to measure the 

internal consistency reliability. In Table 5.2, the composite reliability (CR) values of 

0.93 (TLS), 0.94 (RS), 0.91 (MAS), and 0.92 (MP) indicate that these constructs have 

very high levels of internal consistency reliability. These assessments re-confirm the 
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reliability of the scales used to measure variables in Section 4.2.1. Items IS1, MP7, and 

MP8 were dropped due to the low loadings on the constructs and the cross-loadings 

across constructs. 

Table 5.2. Reliability and Validity 

Construct R Square Redundancy 
Reliability 

Validity  

Convergent  Discriminant  

CR  α CM AVE TLS RS MAS MP 

TLS 0.00 0.00 0.93 0.91 0.53 0.53 0.73 

   RS 0.15 0.12 0.94 0.92 0.81 0.81 0.38 0.90 

  MAS 0.17 0.07 0.91 0.88 0.63 0.63 0.35 0.34 0.79 

 MP 0.39 0.16 0.92 0.90 0.66 0.66 0.50 0.36 0.52 0.81 
Note. CH = Charisma; IS = Intellectual stimulation; MAS = Management accounting system; MP = 

Managerial performance; RS = Reward system; TLS = Transformational leadership style. 

CR = composite reliability; α = Cronbach's alpha; CM = communality; AVE = average variance 

extracted. The square root of AVE for reflective constructs on the diagonal. The correlations between 

constructs on the non-diagonal. 

Indicator reliability 

The indicator loadings are used to evaluate the relationships between constructs and 

indicators in the reflective measurement model. Loadings are unknown before being 

estimated by the PLS-SEM algorithm (Hair et al., 2014). The PLS-SEM algorithm 

estimates unknown elements (loadings, constructs) from known elements (indicators). 

The indicator reliability is confirmed when the standardised indicator loadings are at 

least 0.708 or the communality (CM) is 0.50, the square of 0.708. This means that the 

latent variables account for at least 50% of the indicator’s variance. Any indicator 

loading lower than 0.4 is eliminated; however, 0.4  is acceptable in exploratory studies 

and 0.45 and above are considered significant in a sample of 150 or more (Hair et al., 

2010). Table 5.3 exhibits the indicator loadings for the four latent variables of the study. 
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The loadings of all indicators on the constructs exceed 0.70 except for CH1, CH4, CH8, 

and IS2, where loadings are just below 0.7: that is 0.69; 0.66; 0.68; and 0.65 

respectively. The indicator MP4 has the highest values (outer loadings of 0.92 and 

indicator reliability of 0.85) while IS2 has the smallest (outer loadings of 0.65 and 

indicator reliability of 0.43). All of the indicator loadings for the four reflective 

constructs satisfy the level of outer loadings.  

Convergent validity 

The AVE value is the criterion for evaluating convergent validity. This value defines the 

association between a construct and its indicators (the mean value of indicator loadings 

squared). The AVE value is also defined as the communality (CM) of a construct. In 

Table 5.2, the AVE values are 0.53 (TLS), 0.81 (RS), 0.63 (MAS), and 0.66 (MP), 

which are greater than 0.50, the required minimum level, leading to high levels of 

convergent validity. The convergent validity is demonstrated with the loading of all 

manifest variables on the constructs exceeding 0.70. Loadings for some items are just 

under 0.70 but still significant as discussed in the previous section. The cross-loadings 

differ by more than 0.20, and both average variance extracted (AVE) and communality 

values exceed 0.50.  
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Table 5.3. Indicator Loadings 

Construct Item Mean 
Std. 

Deviation 
Loadings 

Indicator 

reliability 

TLS 

(CM = 0.53) 

CH1: Displays power, confidence and ethics 0.69 0.05 0.69 0.48 

CH2: Talks of values 0.70 0.04 0.70 0.48 

CH3: Arouses awareness about important 

issues 0.73 0.04 0.73 0.54 

CH4: Talks optimistically 0.66 0.05 0.66 0.44 

CH5: Has subordinates’ respect 0.77 0.04 0.78 0.60 

CH6: Makes subordinates feel proud of the 

group 0.81 0.03 0.81 0.66 

CH7: Emphasises the collective mission 0.79 0.03 0.79 0.62 

CH8: Talks enthusiastically 0.68 0.05 0.68 0.46 

IS2: Re-examines assumptions 0.65 0.06 0.65 0.43 

IS3: Suggests different angles 0.75 0.04 0.76 0.57 

IS4: Seeks different views 0.76 0.04 0.76 0.58 

RS 

(CM = 0.81)  

RS1: Extent of performance-based rewards 0.74 0.05 0.74 0.55 

RS2: rewards for managers increase as their 

performance improves 0.82 0.04 0.83 0.68 

RS3: rewards are directly tied to managers’ 

performance 0.73 0.05 0.74 0.54 

RS4: Significant differences in rewards 

between the top and the bottom of 

performance 0.86 0.02 0.85 0.73 

MAS  

(CM = 0.63) 

MAS1: Future events 0.78 0.04 0.78 0.61 

MAS2: Probability estimated information 0.82 0.03 0.82 0.67 

MAS3: Non-economic information 0.77 0.05 0.77 0.60 

MAS4: Broad factor external information 0.82 0.03 0.82 0.67 

MAS5: Non-financial production 0.86 0.02 0.86 0.74 

MAS6: Non-financial market information 0.84 0.03 0.85 0.72 

MP 

(CM = 0.66) 

MP1: Planning 0.83 0.03 0.83 0.69 

MP2: Investigating 0.74 0.05 0.74 0.55 

MP3: Coordinating 0.91 0.02 0.91 0.83 

MP4: Evaluating 0.92 0.02 0.92 0.85 

MP5: Supervising 0.92 0.02 0.92 0.84 

MP6: Staffing 0.84 0.03 0.85 0.72 

Note. CH = Charisma; IS = Intellectual stimulation; MAS = Management accounting system; MP = 

Managerial performance; RS = Reward system; TLS = Transformational leadership style. 

CM = communality. 



147 

 

Discriminant Validity 

Discriminant validity indicates the extent of the distinction between one construct and 

other constructs. This criterion is examined by two measures: the cross loadings of 

indicators and the Fornell-Larcker criterion (Hair et al., 2011). The discriminant validity 

of the measures is demonstrated when: (1) the outer loadings of an indicator on a related 

construct are greater than the loadings of that indicator on the others; and (2) the square 

root of AVE value for each construct exceeds the correlations between that construct 

and the others (Fornell & Larcker, 1981; Hair et al., 2011; Hulland, 1999). Table 5.4 

indicates that all indicators in the scale of each construct have the highest loadings on 

that particular construct compared with loadings on the remaining constructs. Moreover, 

the cross-loadings differ by more than 0.20. In Table 5.2, each square root of the AVE 

for each construct in diagonal elements is larger than the correlations between that 

construct and the others in non-diagonal elements. It means that the construct shares 

more variance with indicators in its scale than with any indicators in the scales of other 

constructs.  
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Table 5.4. Cross Loadings 

     TLS RS MAS MP 

 CH1 0.69 0.24 0.20 0.33 

 CH2 0.70 0.32 0.32 0.51 

 CH3 0.73 0.32 0.15 0.32 

 CH4 0.66 0.16 0.20 0.27 

 CH5 0.78 0.21 0.26 0.33 

 CH6 0.81 0.30 0.27 0.37 

 CH7 0.79 0.35 0.33 0.47 

 CH8 0.68 0.41 0.31 0.38 

 IS2 0.65 0.12 0.22 0.25 

 IS3 0.76 0.23 0.21 0.34 

 IS4 0.76 0.30 0.20 0.33 

 RS1 0.39 0.91 0.35 0.37 

 RS2 0.37 0.92 0.32 0.31 

 RS3 0.34 0.92 0.31 0.34 

 RS4 0.26 0.85 0.24 0.25 

MAS1 0.21 0.26 0.74 0.37 

MAS2 0.20 0.23 0.83 0.36 

MAS3 0.28 0.22 0.74 0.33 

MAS4 0.33 0.30 0.85 0.47 

MAS5 0.29 0.30 0.78 0.34 

MAS6 0.30 0.30 0.82 0.53 

 MP1 0.41 0.17 0.30 0.77 

 MP2 0.43 0.30 0.52 0.82 

 MP3 0.45 0.33 0.45 0.86 

 MP4 0.37 0.33 0.52 0.85 

 MP5 0.41 0.32 0.39 0.83 

 MP6 0.39 0.25 0.28 0.74 
Note. CH = Charisma; IS = Intellectual stimulation; MAS = Management accounting system; MP = 

Managerial performance; RS = Reward system; TLS = Transformational leadership style. The highest 

loadings in bold. Cross-loadings differing by more than 0.20 
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After assessing the quality of the measurement model with acceptable measurement 

characteristics, the second evaluation process of the PLS-SEM algorithm to test the 

relationships between constructs (structural model) is examined.  

5.2 Structural Model 

The structural model provides the primary evaluation criteria for PSL-SEM results. 

Both the predictive capabilities of the model and the relationships between constructs 

need to be examined through several steps, such as the common method test, 

collinearity issues, the level of path coefficients and their significances, and coefficients 

of determination (R
2
 values). The effect size, mediating effects, and multi-group test are 

considered.  

5.2.1 Common method bias test 

Common method bias can occur due to several sources such as self-reports of the 

respondents and the use of a single questionnaire for all items to measure constructs of 

the study (Podsakoff, MacKenzie, Lee & Podsakoff, 2003). It is important to consider 

this issue because it may affect the research findings. According to Podsakoff et al. 

(2003), a traditional technique widely used by researchers to address the common 

method bias is Harman’s single-factor test. However, this technique has several 

limitations, such as lack of statistical control of method effects and insensitivity. 

Therefore, a multi-factor-method test is suggested to overcome the problem. Both 

techniques were conducted for the common method bias test in this study. 



150 

 

Harman’s single-factor test 

Researchers conduct Harman’s single-factor test by loading all of the observable 

indicators (manifest variables) into an EFA and examining the unrotated factor solution. 

A significant level of common method variance presents when (a) a single factor 

emerges from the EFA or (b) one general factor accounts for the majority of the 

covariance among the measures (Podsakoff et al., 2003, p. 889).  

Table 5.5 indicates the results of the EFA conducted in this study. Twenty-seven 

indicators (manifest variables) used to measure four latent variables (TLS, RS, MAS 

and MP) were loaded in to an EFA. The outputs highlight that principal components 

without rotation determined four distinct components. Thus, the common method bias 

in the research data is not substantial because more than one factor emerged from the 

EFA.  
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Table 5.5. Harman’s Single-factor Test 

 Component Matrix 

(Non-rotation) 

 

 

Pattern Matrix 

(Direct Oblimin rotation) 

Component  Component 

  1 2 3 4  1 2 3 4 

CH1 0.57 -0.35 -0.05 0.03 

 

0.63 -0.03 0.02 -0.10 

CH2 0.67 -0.19 -0.09 -0.07 

 

0.50 0.05 0.04 -0.29 

CH3 0.59 -0.48 0.09 0.02 

 

0.72 -0.16 0.16 -0.03 

CH4 0.52 -0.41 -0.11 0.12 

 

0.70 0.00 -0.06 0.00 

CH5 0.63 -0.45 -0.13 0.19 

 

0.81 0.07 -0.07 0.04 

CH6 0.68 -0.45 -0.05 0.16 

 

0.82 0.04 0.03 0.01 

CH7 0.72 -0.30 -0.01 0.04 

 

0.66 0.04 0.11 -0.14 

CH8 0.63 -0.20 0.16 0.06 

 

0.50 0.05 0.28 -0.06 

IS2 0.51 -0.41 -0.20 0.24 

 

0.75 0.12 -0.16 0.10 

IS3 0.61 -0.48 -0.10 0.12 

 

0.80 -0.02 -0.04 -0.01 

IS4 0.62 -0.46 0.03 0.10 

 

0.77 -0.06 0.10 0.01 

RS1 0.59 0.16 0.64 -0.02 

 

0.06 0.08 0.84 -0.03 

RS2 0.56 0.14 0.71 0.00 

 

0.05 0.04 0.90 0.03 

RS3 0.55 0.18 0.70 -0.05 

 

-0.01 0.03 0.90 -0.03 

RS4 0.45 0.16 0.73 -0.04 

 

-0.05 -0.01 0.90 0.03 

MAS1 0.48 0.49 -0.15 0.29 

 

-0.06 0.74 0.03 -0.06 

MAS2 0.49 0.54 -0.20 0.40 

 

-0.05 0.88 -0.01 0.01 

MAS3 0.49 0.39 -0.17 0.41 

 

0.08 0.77 -0.01 0.07 

MAS4 0.61 0.44 -0.17 0.29 

 

0.05 0.75 0.03 -0.11 

MAS5 0.53 0.41 -0.09 0.42 

 

0.07 0.78 0.09 0.09 

MAS6 0.60 0.46 -0.17 0.18 

 

-0.02 0.68 0.04 -0.23 

MP1 0.58 0.07 -0.28 -0.47 

 

0.09 -0.05 -0.11 -0.81 

MP2 0.68 0.26 -0.22 -0.26 

 

0.05 0.25 -0.01 -0.65 

MP3 0.70 0.20 -0.18 -0.41 

 

0.04 0.09 0.03 -0.79 

MP4 0.67 0.32 -0.18 -0.34 

 

-0.06 0.21 0.04 -0.74 

MP5 0.65 0.20 -0.15 -0.48 

 

-0.01 0.00 0.06 -0.83 

MP6 0.57 0.09 -0.14 -0.54 

 

0.01 -0.13 0.04 -0.82 

Note. CH = Charisma; IS = Intellectual stimulation; MAS = Management accounting system; MP = 

Managerial performance; RS = Reward system; TLS = Transformational leadership style. 

Extraction Method: Principal Component Analysis 

Four components extracted in both non-rotation and rotation  
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Multiple-factor-method test 

This approach is the strongest of the approaches depicted by Podsakoff et al. (2003) as it 

models “method bias at the measurement level”, controls for “measurement error”, and 

incorporates “multiple sources of method bias” (Podsakoff et al., 2003, p. 897). To 

apply this approach by using PLS, Liang, Saraf, Hu, and Xue (2007) recommend that a 

latent method factor should be included in the structural model. This factor is connected 

to all single-indicator constructs, which are converted from manifest variables of the 

study. Each latent variable is also linked to the single-indicator constructs converted 

from its manifest variable. The two incoming path coefficients of each single-indicator 

construct are similar to the observed indicator loadings on its estimated latent variable 

and on the latent method factor. These path coefficients can be used to assess if the 

common method bias presents (Chin, Thatcher & Wright, 2012; Liang et al., 2007).  

To assess common method bias, the significances of indicator loadings of the latent 

method factor need to be examined. Moreover, the variances of each observed indicator 

explained by its latent variable and by the latent method factor should be compared 

(Williams, Edwards & Vandenberg, 2003). Squared values of indicator loadings 

indicate the percentage of indicator variance caused by the construct, the latent variable 

or the method factor. Evidence of common method bias presents when: (1) the latent 

method factor loadings are significant, and (2) the indicator variance caused by the 

latent method factor is greater than that caused by the latent variable (Liang et al., 2007; 

Williams et al., 2003).  

Figure 5.2 presents the PSL model used to assess the common method bias of the study. 

One construct of Common Method and 27 single-indicator constructs converted from 27 
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indicators were added to the structural model in Figure 5.1. Twenty-seven connections 

from the Common Method to these single-indicator constructs were established. The 

connections from each latent variable to its single-indicator constructs were also 

created. The PLS-SEM algorithm and bootstrapping were run with SmartPLS to 

evaluate the path coefficients, indicator loadings and their significant levels. Table 5.6 

exhibits these values. The results indicate that the average variance of the indicators is 

0.64, well above the average method factor variance of 0.02, giving a ratio of around 

32:1. Moreover, most method factor loadings are not significant. This indicates that 

common method bias is not a concern. 
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Table 5.6. Common Method Bias Analysis 

Construct Indicator 

Latent Variables 

 

Method Factor 

Factor 

loadings Significant 

Variance 

explained 

 

Factor 

loadings Significant 

Variance 

explained 

L 

 

L-squared 

 

M 

 

M-squared 

TLS   CH1 0.69 *** 0.48 

 

-0.01 

 

0.00 

 CH2 0.35 ** 0.12 

 

0.38 ** 0.14 

 CH3 0.83 *** 0.68 

 

-0.10 

 

0.01 

 CH4 0.81 *** 0.65 

 

-0.16 

 

0.02 

 CH5 0.92 *** 0.85 

 

-0.16 

 

0.02 

 CH6 0.87 *** 0.75 

 

-0.05 

 

0.00 

 CH7 0.56 *** 0.32 

 

0.25 ** 0.06 

 CH8 0.38 *** 0.14 

 

0.31 ** 0.10 

 IS2 0.86 *** 0.74 

 

-0.21 * 0.05 

 IS3 0.89 *** 0.80 

 

-0.14 * 0.02 

 IS4 0.85 *** 0.72 

 

-0.09 

 

0.01 

RS   RS1 0.84 *** 0.71 

 

0.09 * 0.01 

 RS2 0.91 *** 0.83 

 

0.01 

 

0.00 

 RS3 0.92 *** 0.84 

 

0.00 

 

0.00 

 RS4 0.93 *** 0.86 

 

-0.11 ** 0.01 

MAS  MAS1 0.80 *** 0.64 

 

-0.07 

 

0.00 

MAS2 0.95 *** 0.91 

 

-0.16 ** 0.03 

MAS3 0.75 *** 0.57 

 

-0.01 

 

0.00 

MAS4 0.78 *** 0.61 

 

0.09 * 0.01 

MAS5 0.78 *** 0.61 

 

0.00 

 

0.00 

MAS6 0.70 *** 0.49 

 

0.14 * 0.02 

MP   MP1 0.86 *** 0.73 

 

-0.09 

 

0.01 

 MP2 0.71 *** 0.50 

 

0.12 

 

0.01 

 MP3 0.81 *** 0.65 

 

0.06 

 

0.00 

 MP4 0.83 *** 0.68 

 

0.01 

 

0.00 

 MP5 0.87 *** 0.75 

 

-0.03 

 

0.00 

 MP6 0.82 *** 0.68 

 

-0.08 

 

0.01 

Average 

 

0.79  

 

0.64  

 

-0.00  

 

0.02  

Note. CH = Charisma; IS = Intellectual stimulation; MAS = Management accounting system; MP = 

Managerial performance; RS = Reward system; TLS = Transformational leadership style. 

*p < .05. **p < .01. ***p < .001. 
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Figure 5.2. Common Method Bias Test in the PLS Model 

 
Note. CH = Charisma; IS = Intellectual stimulation; MAS = Management accounting system; MP = Managerial performance; RS = Reward system; TLS = 

Transformational leadership style. 
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5.2.2 Collinearity 

A collinearity problem may occur in a structural model when indicators with the same 

information are used to measure two (or more) constructs. In other words, one 

independent variable is perfectly combined with other independent variables (r = 0.9 

and above). If the collinearity problem appears, redundant indicators need to be 

eliminated because these indicators affect the estimation of weights and statistical 

significances (Tabachnick & Fidell, 2007). This is especially problematic in PLS-SEM 

analysis with a small sample size because sampling error may cause large standard 

errors (Hair et al., 2014).  

The way to assess the collinearity level is to calculate the tolerance and variance 

inflation factor (VIF). Tolerance is defined as “an indicator of how much of the 

variability of the specified independent is not explained by the other independent 

variables in the model”, while a VIF “is just the inverse of the tolerance value” (Pallant, 

2011, p. 158). Hair et al. (2010) suggest the rule of thumb for the VIF values as follows: 

VIF < 3 (not a problem); VIF from 3 to 5 (a potential problem); VIF from 5 to 10 (very 

likely a problem); and VIF > 10 (definitely a problem). In PLS-SEM analysis, a VIF of 

5 and above presents a potential problem of collinearity. Therefore, it should be 

removed because the square root of the VIF is “the degree to which the standard error 

has been increased due to the presence of collinearity” (Hair et al., 2014, p. 124).  

Before assessing the structural model, collinearity issues need to be checked. Several 

software packages, such as Statistica, R, and IBM SPSS Statistics, can be used to 

calculate VIF values for the constructs in the model. The IBM SPSS software was 

employed in this study. First, latent variable scores (Lvs) extracted from the results of 
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the PLS-SEM algorithm in SmartPLS were loaded into the SPSS program. Second, an 

ordinary least square (OLS) regression was run for a set of exogenous constructs. In the 

OLS regression, one endogenous construct was considered as a dependent variable; the 

others were considered as independent variables. In particular, three OLS regressions 

were conducted: (1) TLS and RS as predictors of MAS; (2) RS and MAS as predictors 

of MP; and (3) TLS, RS, and MAS as predictors of MP. As shown in Appendix F, all 

VIF values are well below the potential problem value of 5. Thus, the collinearity 

among the predictor constructs is not significant. Accordingly, the results from the PLS-

SEM algorithm can be used for evaluation of the structural model. 

5.2.3 Path coefficients 

Once the measurement model, common method bias, and collinearity issues are 

considered, criteria, such as path coefficients (hypothesised relationships among 

constructs), significances, and relevance of the structural model, are assessed.  

The standardised values of the path coefficients are from -1 (strong negative 

relationships) to +1 (strong positive relationships). The closer the values are to -1 or +1, 

the stronger (or more significant) the relationship; the closer the values are to zero, the 

weaker (or not significant) the relationship. The path coefficients can be calculated 

through the PLS-SEM algorithm in SmartPLS. To test whether a coefficient is 

significant, a bootstrapping procedure needs to be conducted to obtain the standard error 

and the t value of the coefficient. 

In bootstrapping, several repetitions of drawing random subsamples from the original 

data are set up to simulate the model. Hair et al. (2014) indicate rule of thumb for the 

bootstrap procedures. First, the number of bootstrap samples must be higher than that of 
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valid observations in the original data (5,000 bootstrap samples recommended). Second, 

each bootstrapping subsample should have the same number of cases as the number of 

valid observations in the original data. Third, the empirical t value is determined based 

on the standard error of an estimated coefficient provided by the bootstrap procedure 

(the t distribution is appropriate for a sample size greater than 30). When the empirical 

t value is higher than the critical value at the particular level of significance (p value), 

the coefficient significantly differs from zero. The critical t values for a one-tailed test 

are: 1.28 (p < 0.10), 1.64 (p < 0.05), and 1.96 (p < 0.01). In exploratory research, a 

significant level of 0.10 is acceptable. Fourth, the no sign change option should be 

chosen for bootstrapping. Finally, confidence intervals should be reported.  

In this study, to calculate the values of path coefficients, the PLS-SEM algorithm for the 

research model was conducted (selecting 1 for the initial value, the inner weighting 

scheme, the stop criterion < 0.000001, and 300 iterations). The bootstrap procedure was 

then set up to compute the bootstrapping mean values, standard deviations, standard 

errors, and t values of estimated path coefficients (selecting mean replacement, the no 

sign changes option, 191 cases, and 5000 samples).  Figure 5.3 and Table 5.7 indicate 

the structural (inner) model of the study, with its path coefficients and their significant 

levels. All relationships of the model were significant, at least at the 0.05 level. In 

particular, relating to MAS, the path coefficient of TLS was higher than that of RS; 

relating to MP, the path coefficient of MAS was the highest while that of RS was the 

lowest. However, before interpreting this result, the predictive relevance of the model 

needs to be considered. 
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Figure 5.3. The Structural (Inner) Model 

 

Note. MAS = Management accounting system; MP = Managerial performance; RS = Reward 

system; TLS = Transformational leadership style. 

*p < .05. **p < .01. ***p < .001. 

 

Table 5.7. Path Coefficients' Significances Testing 

Path 

Original 

Sample  

Sample 

Mean  SE t value p value Sig. 

90% Confidence 

intervals 

Upper 

bound 

Lower 

bound 

MAS -> MP 0.364 0.366 0.069 5.262 0.000 *** 0.435 0.296 

RS -> MAS 0.245 0.243 0.087 2.830 0.003 ** 0.330 0.156 

RS -> MP 0.103 0.100 0.062 1.666 0.049 * 0.162 0.038 

TLS -> MAS 0.252 0.263 0.071 3.546 0.000 *** 0.334 0.192 

TLS -> MP 0.338 0.343 0.074 4.555 0.000 *** 0.417 0.269 

TLS -> RS 0.385 0.392 0.064 6.026 0.000 *** 0.456 0.328 
Note. MAS = Management accounting system; MP = Managerial performance; RS = Reward system; TLS = 

Transformational leadership style. SE = Standard Error. 

*p < .05. **p < .01. ***p < .001. 
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5.2.4 Predictive relevance (Q
2
) 

Although the path coefficients of the model are significant, it is crucial to assess the 

relevance of significant relationships in order to be able to discuss the results and draw 

conclusions. The model has predictive relevance for a construct when its path 

coefficient is larger than the path coefficients of the other, and when it has a greater 

effect on the endogenous construct. In other words, if the prediction error (the 

difference between the original value and the predicted value) is close to 0, the path 

model has a high predictive accuracy. The prediction error and a trivial prediction error 

(the mean of the remaining data) are used to calculate the predictive relevance, the 

Q
2
 value. The Q

2
 values of 0.02, 0.15, and 0.35 indicate respectively a small, medium, 

and large predictive relevance of an exogenous construct for an endogenous  construct 

(Chin, 1998). In SmartPLS, the Q
2
 value can be collected by running the blindfolding 

procedure (Hair et al., 2014). Figure 5.3 shows the outputs of the blindfolding procedure 

with the data of this study. All Q
2
 values of endogenous constructs were moderate 

above zero: MP (0.257), MAS (0.105), and RS (0.117). The endogenous construct 

chosen in this procedure was MP. The Q
2
 value of 0.257 was the predictive relevance of 

the research model. Accordingly, the model had an acceptable predictive relevance for 

the latent endogenous variables.  

Assessing the predictive relevance is also necessary for the model with low R
2
 of 

endogenous constructs. 

5.2.5 Coefficient of determination (R
2
) 

The coefficient of determination (the squared correlation of actual value with predicted 

value) is the combination of exogenous latent variables’ effects on an endogenous latent 
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variable. This coefficient is used to evaluate the structural model’s predictive accuracy. 

The R
2
 value close to 1 indicates a high level of accuracy. In the PLS path model, 

R
2
 values of 0.75, 0.50, and 0.25 are substantial, moderate, and weak, respectively. An 

acceptable R
2
 value depends on the complexity of the model and the research context. A 

“moderate” R
2
 may be acceptable if an endogenous latent variable is explained by a few 

(e.g., one or two) exogenous latent variables (Hair et al., 2011). In accounting research, 

R
2
 values of 0.10 and above assure that “the variance explained by the endogenous 

variables has practical, as well as statistical, significance” (Lee et al., 2011, p. 318). As 

shown in Figure 5.3 the R
2
 values of the endogenous latent variables were all above 

0.10: MP (0.395), MAS (0.171), and RS (0.148). In addition, to evaluate the R
2
 values, 

the effect size f
2
 is also considered. 

5.2.6 Effect size
 

The effect size f
2
 measures the change in R

2
 values if an exogenous construct is 

removed from the structural model. This measure indicates the impact of an exogenous 

(independent) variable on an endogenous (dependent) variable. The effect size f
2
 of each 

construct is calculated as follows.  

f
2
 = 

R
2

included – R
2

excluded 

 

where R
2
included and R

2
excluded are provided on the 

endogenous variable with or without the exogenous 

variable in the structural model 1 – R
2
included 

Similarly, the effect size q
2
 measures the change in Q

2
 values when an exogenous 

construct is removed from the structural model. The effect size q
2
 of each construct is 

calculated as follows.  

q
2
 = 

Q
2

included – Q
2
excluded 

 

where Q
2
included and Q

2
excluded are provided on the 

endogenous variable with or without the exogenous 

variable in the structural model 1 – Q
2
included 
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The f
2  

(or q
2
) of  0.02, 0.15, and 0.35 indicates that the effect of a predictor latent 

variable is small, medium, and large, respectively, at the structural level (Chin, 2010; 

Cohen, 1988). 

Figure 5.4 and Table 5.8 indicate that TLS and MAS had moderate effects on MP with 

the f
2 

of 0.136 and 0.182 respectively, while the effect of RS on MP was small with the 

f
2 

of 0.015. The effects of TLS and RS on MAS were also small with the f
2
 of 0.065 and 

0.060. TLS had a moderate effect on RS with f
2 

of 0.174. Relating to the predictive 

relevance, all the exogenous constructs had a small effect size q
2
 from 0.008 to 0.090, 

with the exception of TLS on RS (q
2
 = 0.133). 
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Figure 5.4. Excluding the Exogenous Variables from the Structural Model 
Excluding TLS Excluding RS Excluding MAS 

   

Note. MAS = Management accounting system; MP = Managerial performance; RS = Reward system; TLS = Transformational leadership style. 

 

Table 5.8 Effect Size of the Endogenous Construct  

Exogenous 

variable 

Endogenous variable 

MP MAS RS 

R
2

included R
2
excluded R

2
included – R

2
excluded f

2
 R

2
included R

2
excluded R

2
included – R

2
excluded f

2
 R

2
included R

2
excluded R

2
included – R

2
excluded f

2
 

TLS 0.395 0.313 0.082 0.136 0.171 0.117 0.054 0.065 0.148 0.000 0.148 0.174 

RS 0.395 0.386 0.009 0.015 0.171 0.121 0.050 0.060 
    

MAS 0.395 0.285 0.110 0.182 
        

 

 
Q

2
included Q

2
excluded Q

2
included – Q

2
excluded q

2
 Q

2
included Q

2
excluded Q

2
included – Q

2
excluded q

2
 Q

2
included Q

2
excluded Q

2
included – Q

2
excluded q

2
 

TLS 0.257 0.194 0.063 0.085 0.105 0.072 0.033 0.037 0.117 0.000 0.117 0.133 

RS 0.257 0.251 0.006 0.008 0.105 0.074 0.031 0.035 
    

MAS 0.257 0.190 0.067 0.090 
        

Note. MAS = Management accounting system; MP = Managerial performance; RS = Reward system; TLS = Transformational leadership style.  

R
2  

is the
 
coefficient of determination; Q2 is the predictive relevance; f

2
 is the effect size measuring the change in R

2
 values; q

2
 is the effect size measuring the change in Q

2
 values. 
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5.2.7 Heterogeneity 

Heterogeneity is “a measure of diversity of all observations across all clusters” of a data 

set (Hair et al., 2010, p. 478). The presence of heterogeneity can threaten the validity of 

PLS-SEM results because two or more subgroups, such as gender, age, industry, and 

work experience, can have different relationships with the constructs. This issue often 

occurs in empirical studies; therefore, it is crucial to evaluate the presence of 

heterogeneity in the structural model (Hair et al., 2011). The PLS-SEM multi-group (for 

categorical moderator variables) or the moderator (for continuous variables) analysis 

needs to be carried out to examine the existence of alternative groups of data (Henseler, 

2012). The results of such analysis can facilitate the requirement of differentiated 

findings and accuracy in conclusions.  

PLS-based multi-group analysis (PLS-MGA) 

The PLS-MGA suggested by Henseler (2012) is a non-parametric approach without any 

requirement for distributional assumption.  First, the PLS algorithm is conducted for the 

research model with full data to obtain Lvs for subsequent analysis, to ensure that all 

subgroups share the same measurement model (Hair et al., 2011). Second, the data with 

Lvs are divided into subgroups based on categorical moderate variables. Third, PLS-

SEM models are run separately for each group to generate values of path coefficients 

(from the PLS algorithm) and standard errors (from the bootstrapping procedure). 

Fourth, elements obtained from previous steps (i.e., number of observations, path 

coefficients, and standard errors for each group) are used as inputs to calculate the test 

statistics for the significance of differences across groups (i.e., the empirical t values 

and p values). 
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where m: sample size of group 1; n: sample size of group 2; and S.E.: Standard Error 

 

To conduct the PLS-MGA for this study, the data were divided into subgroups based on 

possible moderators, such as region, age, experience, size, gender, industry, education, 

and department. According to the 10 times rule for sample size, each subgroup needs at 

least 3*10 = 30 observations because the maximum number of arrows pointing at a 

construct is three. Table 5.9 to 5.16 exhibit the PLS-MGA results based on several 

moderator categorical variables in this study. 

By Region 

The data with Lvs from the PLS-SEM algorithm procedure were divided into three 

groups by the location of enterprises:  Ho Chi Minh City (100 observations), the North 

and Central area (60 observations), and the South area (31 observations). As shown in 

Table 5.9, For differences across groups by region, the relationship between MAS and 

MP of managers in the South was significantly (p < 0.01) weaker than that in Ho Chi 

Minh City and in the North and Central. In addition, the relationship between TLS and 

RS also significantly differed across groups. By contrast, the relationship between TLS 

and managerial performance in the South was significantly higher than that in Ho Chi 

Minh City and in the North and Central area (p < 0.05 and 0.01, respectively).   
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Table 5.9. PLS-MGA Results by Region 

Path 

Path coefficients 

Ho Chi Minh City 

(n=100) 

North and Central 

(n=60) 

South 

(n=31) 

Regression 

Weight 

Standard 

Error 

Regression 

Weight 

Standard 

Error 

Regression 

Weight 

Standard 

Error 

MAS -> MP 0.470 0.108 0.453 0.102 -0.020 0.147 

RS -> MAS 0.332 0.112 0.208 0.167 0.227 0.207 

RS -> MP 0.065 0.102 0.132 0.105 0.169 0.136 

TLS -> MAS 0.229 0.077 0.306 0.134 0.293 0.174 

TLS -> MP 0.242 0.126 0.264 0.088 0.707 0.129 

TLS -> RS 0.396 0.097 0.450 0.103 0.133 0.180 

 

Path 

Differences between groups 

Ho Chi Minh vs 

North and Central 

Ho Chi Minh vs 

South 

North and Central vs 

South 

T-statistic P-value  T-statistic P-value  T-statistic P-value  

MAS -> MP 0.107 0.458 2.341** 0.010 2.704** 0.004 

RS -> MAS 0.643 0.260 0.456 0.324 0.070 0.472 

RS -> MP 0.435 0.332 0.528 0.299 0.213 0.416 

TLS -> MAS 0.540 0.295 0.383 0.351 0.059 0.477 

TLS -> MP 0.125 0.450 1.967* 0.026 2.918** 0.002 

TLS -> RS 0.366 0.358 1.319
#
 0.095 1.663* 0.050 

Note. MAS = Management accounting system; MP = Managerial performance; RS = Reward system; TLS = 

Transformational leadership style. 

#
p < .10. *p < .05. **p < .01.  

 

By Age 

The data with Lvs from the PLS-SEM algorithm procedure were divided into three 

groups by the age of respondents:  from 21 to 30 years old (35 observations), from 31 to 

40 years old  (116 observations), and over 40 years old (40 observations). As shown in 

Table 5.10, For differences across groups by age, the relationship between MAS and 

MP of managers from 31 to 40 years old was significantly weaker than that of managers 
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from 21 to 30 years old (p < 0.05) and managers over 40 years old (p < 0.10). It is 

noteworthy that the RS had a negative effect on MP in the group of managers from 21 

to 30 years old. By contrast, this relationship was positive in the other groups leading to 

significant differences  across groups (p < 0.05). RS had no effect on MAS with 

managers over 40 years old, but it differed significantly from the group of managers 

from 31 to 40 years old (p < 0.10). The relationship between TLS and RS in managers 

from 21 to 30 years old was significantly higher than that in managers over 40 years old 

(p < 0.10). 

Table 5.10. PLS-MGA Results by Age 

Path 

Path coefficients 

From 21 to 30 

(n=35) 

From 31 to 40 

(n=116) 

Over 40 

(n=40) 

Regression 

Weight 

Standard 

Error 

Regression 

Weight 

Standard 

Error 

Regression 

Weight 

Standard 

Error 

MAS -> MP 0.580 0.191 0.269 0.087 0.513 0.118 

RS -> MAS 0.253 0.235 0.289 0.110 0.000 0.174 

RS -> MP -0.163 0.162 0.161 0.084 0.175 0.116 

TLS -> MAS 0.300 0.181 0.218 0.098 0.397 0.122 

TLS -> MP 0.253 0.175 0.387 0.098 0.249 0.144 

TLS -> RS 0.553 0.134 0.382 0.087 0.299 0.146 

 

Path 

Differences between groups 

To 30 vs 31-40 To 30 vs over 40 31-40 vs over 40 

T-statistic P-value  T-statistic P-value  T-statistic P-value  

MAS -> MP 1.650* 0.050 0.311 0.378 1.500
#
 0.068 

RS -> MAS 0.152 0.440 0.891 0.188 1.363
#
 0.088 

RS -> MP 1.844* 0.034 1.750* 0.042 0.089 0.465 

TLS -> MAS 0.404 0.343 0.460 0.323 0.990 0.162 

TLS -> MP 0.666 0.253 0.018 0.493 0.742 0.230 

TLS -> RS 0.985 0.163 1.286
#
 0.101 0.488 0.313 

Note. MAS = Management accounting system; MP = Managerial performance; RS = Reward system; TLS = 

Transformational leadership style. 
#
p < .10. *p < .05.  
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By Experience 

The data with Lvs from the PLS-SEM algorithm procedure were divided into three 

groups by years of experience in managerial functions of managers:  less than 3 years 

(62 observations), from 3 to 6 years (68 observations), and over 6 years (61 

observations). As shown in Table 5.11, only the relationship between MAS and MP 

differed significantly across two group of managers, those with experience less than 3 

years and those from 3 to 6 years (p < 0.10). 

Table 5.11. PLS-MGA Results by Experience 

Path 

Path coefficients 

Less than 3 years 

(n=62) 

From 3 to 6 years 

(n=68) 

Over 6 years 

(n=61) 

Regression 

Weight 

Standard 

Error 

Regression 

Weight 

Standard 

Error 

Regression 

Weight 

Standard 

Error 

MAS -> MP 0.212 0.16 0.457 0.101 0.352 0.112 

RS -> MAS 0.267 0.131 0.309 0.157 0.178 0.16 

RS -> MP 0.034 0.116 0.115 0.101 0.171 0.13 

TLS -> MAS 0.323 0.128 0.243 0.122 0.211 0.119 

TLS -> MP 0.382 0.128 0.282 0.127 0.364 0.133 

TLS -> RS 0.273 0.157 0.405 0.114 0.457 0.092 

 

Path 

Differences between groups 

To 3 vs 3-6 To 3 vs over 6 3-6 vs over 6 

T-statistic P-value  T-statistic P-value  T-statistic P-value  

MAS -> MP 1.329
#
 0.093 0.721 0.236 0.704 0.241 

RS -> MAS 0.205 0.419 0.435 0.332 0.588 0.279 

RS -> MP 0.533 0.297 0.793 0.215 0.347 0.365 

TLS -> MAS 0.456 0.325 0.646 0.260 0.188 0.425 

TLS -> MP 0.558 0.289 0.098 0.461 0.449 0.327 

TLS -> RS 0.694 0.244 1.015 0.156 0.353 0.362 
Note. MAS = Management accounting system; MP = Managerial performance; RS = Reward system; TLS = 

Transformational leadership style. 

#
p < .10. 
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By Firm Size 

The data with Lvs from the PLS-SEM algorithm procedure were divided into two 

groups by firm size:  medium (83 observations) and large (108 observations). As shown 

in Table 5.12, only two relationships, RS -> MP and TLS -> MAS, differed 

significantly across two groups (p < 0.05). In particular, there was no relationship 

between RS and MP in large enterprises, while this relationship was significant and 

positive in medium firms. In large firms, the effect of TLS was significantly higher than 

that in medium firms.  

Table 5.12. PLS-MGA Results by Firm Size 

Path 

Path coefficients 
Differences between 

groups Medium (n=83) Large (n=108) 

Regression 

Weight 

Standard 

Error 

Regression 

Weight 

Standard 

Error T-statistic P-value  

MAS -> MP 0.460 0.094 0.317 0.0791 1.176 0.120 

RS -> MAS 0.148 0.148 0.319 0.1405 0.834 0.203 

RS -> MP 0.250 0.081 -0.005 0.0826 2.172* 0.016 

TLS -> MAS 0.341 0.108 0.195 0.1011 0.984 0.163 

TLS -> MP 0.184 0.089 0.425 0.1101 1.638* 0.052 

TLS -> RS 0.453 0.094 0.325 0.0983 1.176 0.120 
Note. MAS = Management accounting system; MP = Managerial performance; RS = Reward system; 

TLS = Transformational leadership style. 

*p < .05. 

 

By Gender 

The data with Lvs from the PLS-SEM algorithm procedure were divided into two 

groups by gender:  female (59 observations) and male (132 observations). As shown in 

Table 5.13, only the relationship between TLS and MAS significantly differed between 
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genders (p < 0.05). This relationship was not significant with females, but significant 

with males. 

Table 5.13. PLS-MGA Results by Gender 

Path 

Path coefficients 
Differences between 

groups Female (n=59) Male (n=132) 

Regression 

Weight 

Standard 

Error 

Regression 

Weight 

Standard 

Error T-statistic P-value  

MAS -> MP 0.303 0.109 0.310 0.086 0.048 0.481 

RS -> MAS 0.327 0.166 0.096 0.103 1.223 0.111 

RS -> MP 0.045 0.114 0.134 0.072 0.678 0.249 

TLS -> MAS 0.040 0.139 0.418 0.092 2.289* 0.012 

TLS -> MP 0.378 0.129 0.373 0.080 0.034 0.486 

TLS -> RS 0.319 0.129 0.473 0.077 1.076 0.142 
Note. MAS = Management accounting system; MP = Managerial performance; RS = Reward system; TLS = 

Transformational leadership style. 

*p < .05. 

 

By Industry 

The data with Lvs from the PLS-SEM algorithm procedure were divided into two 

groups by industry:  manufacturing (98 observations) and trading and services (93 

observations). As shown in Table 5.14, the relationship between RS and MAS in trading 

and service enterprises was significantly higher than that in manufacturing companies (p 

< 0.05). By constrast, TLS had a strong effect on MAS in manufacturing companies, 

while its effect was very weak in the others. The difference was significant (p < 0.01). 

In addition, the relationship between TLS and RS also differed, depending on sector (p 

< 0.10). 
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Table 5.14. PLS-MGA Results by Industry 

Path 

Path coefficients 
Differences between 

groups Manufacturing (n=98) Trading and Service (n=93) 

Regression 

Weight 

Standard 

Error 

Regression 

Weight 

Standard 

Error T-statistic P-value  

MAS -> MP 0.310 0.103 0.419 0.093 0.787 0.216 

RS -> MAS 0.096 0.117 0.366 0.118 1.633* 0.052 

RS -> MP 0.134 0.086 0.059 0.093 0.596 0.276 

TLS -> MAS 0.418 0.106 0.099 0.091 2.285** 0.012 

TLS -> MP 0.373 0.094 0.315 0.118 0.389 0.349 

TLS -> RS 0.473 0.090 0.292 0.097 1.377
#
 0.085 

Note. MAS = Management accounting system; MP = Managerial performance; RS = Reward system; TLS 

= Transformational leadership style. 

#
p < .10. *p < .05. **p < .01 

 

By Education 

The data with Lvs from the PLS-SEM algorithm procedure were divided into two 

groups by the education level of managers:  Bachelor or below (143 observations) and 

Master and above (48 observations). As shown in Table 5.15, the differences in the 

relationships between constructs were not significant across groups of education except 

the relationship between TLS and RS (p < 0.10).   
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Table 5.15. PLS-MGA Results by Education 

Path 

Path coefficients 
Differences between 

groups Up to Bachelor (n=143) From Master (n=48) 

Regression 

Weight Standard Error 

Regression 

Weight Standard Error T-statistic P-value  

MAS -> MP 0.212 0.11 0.234 0.187 0.101 0.460 

RS -> MAS 0.267 0.081 0.081 0.17 1.095 0.138 

RS -> MP 0.034 0.074 0.033 0.134 0.007 0.497 

TLS -> MAS 0.323 0.081 0.469 0.196 0.817 0.208 

TLS -> MP 0.382 0.084 0.527 0.191 0.800 0.212 

TLS -> RS 0.273 0.103 0.541 0.133 1.389
#
 0.083 

Note. MAS = Management accounting system; MP = Managerial performance; RS = Reward system; TLS = 

Transformational leadership style. 

#
p < .10.  

 

By Department 

The data with Lvs from the PLS-SEM algorithm procedure were divided into four 

groups by department:  production (48 observations), marketing (58), operations (43 

observations), and others (42 observations). As shown in Table 5.16, there were 

differences between groups in the four relationships. MAS had a stronger effect on MP 

with operation managers, compared with production managers (p < 0.10) and marketing 

managers (p < 0.05). The relationship between RS and MAS differed across groups of 

production and operations managers (p < 0.01), as well as across groups of marketing 

and other managers (p < 0.05). In addition, the effect of TLS on MP differed among 

three groups of managers, production, marketing and operations (p < 0.10). Finally, the 

relationship between TLS and RS differed significantly between production and other 

managers (p < 0.10).   
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Table 5.16. PLS-MGA Results by Department 

Path 

Path coefficients 

Production (PRO), n=48 Marketing (MAR), n=58 Operations
a
 (OPER), n=43 Others (OTH), n=42 

Regression 

Weight Standard Error 

Regression 

Weight Standard Error 

Regression 

Weight Standard Error 

Regression 

Weight Standard Error 

MAS -> MP 0.184 0.128 0.384 0.137 0.463 0.161 0.364 0.069 

RS -> MAS 0.007 0.173 0.297 0.191 0.543 0.149 0.245 0.086 

RS -> MP -0.007 0.135 0.176 0.139 0.116 0.158 0.103 0.061 

TLS -> MAS 0.213 0.172 0.197 0.139 0.185 0.11 0.252 0.071 

TLS -> MP 0.546 0.13 0.241 0.143 0.271 0.179 0.338 0.074 

TLS -> RS 0.371 0.108 0.469 0.12 0.451 0.147 0.385 0.064 
 

Path 

Differences between groups  
PRO vs MAR PRO vs OPER MAR vs OPER PRO vs OTH MAR vs OTH OPER vs OTH 

T-statistic P-value  T-statistic P-value  T-statistic P-value  T-statistic P-value  T-statistic P-value  T-statistic P-value  

MAS -> MP 1.060 0.146 1.385# 0.085 2.008* 0.024 0.755 0.226 0.311 0.378 0.378 0.353 

RS -> MAS 1.115 0.134 2.347** 0.011 0.452 0.326 0.726 0.235 2.061* 0.021 0.969 0.168 

RS -> MP 0.942 0.174 0.602 0.274 0.192 0.424 1.134 0.130 0.796 0.214 0.287 0.387 

TLS -> MAS 0.074 0.471 0.135 0.446 0.622 0.268 0.776 0.220 0.979 0.165 0.065 0.474 

TLS -> MP 1.565
#
 0.060 1.275

#
 0.103 1.407

#
 0.082 0.164 0.435 0.017 0.493 0.134 0.447 

TLS -> RS 0.601 0.274 0.450 0.327 0.912 0.182 1.383
#
 0.085 1.166 0.123 0.097 0.462 

Note. MAS = Management accounting system; MP = Managerial performance; RS = Reward system; TLS = Transformational leadership style. 
a
 Operations Managers are often responsible for multiple functions, such as financial, human resources, production, sales and marketing 

#
p < .10. *p < .05. **p < .01 
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Moderator analysis 

Continuous moderators such as income levels or proportion of investment may also 

affect the cause-effect relationships in the PLS-SEM model. Moderators can change the 

strength or direction of a particular relationship. The moderating effect of a continuous 

variable can be assessed by conducting a moderator analysis (Hair et al., 2014). The 

implementation of this analysis in SmartPLS is as follows. First, the moderator variable 

with its indicator(s) is added to the original model. Second, an arrow points from this 

variable to the endogenous construct of the model. Third, the option of creating a 

moderating effect to the endogenous construct with a particular exogenous construct is 

selected. Finally, the model with these choices is run to obtain the moderating effect of 

the moderator variable on the relationship between the endogenous construct and the 

selected exogenous construct. 

In this study, the moderator analysis was conducted separately for each observable 

continuous variable measured on a 5-point Likert scale. Only the following five 

variables had a significant moderating effect on one or two relationships of the model: 

the proportion of foreign-owned capital (foreign investment), the proportion of state-

owned capital (state investment), the total assets, the number of employees, and the firm 

age. Appendix E shows the results of these analyses. In particular, an increase in the 

proportion of state capital may significantly strengthen the relationship between MAS 

and MP. By contrast, this relationship may significantly decrease when the number of 

employees increases (p < 0.10). Firm age and total assets had a significantly negative 

influence on the relationship between RS and MP (p < 0.05 and p < 0.10, respectively). 

Finally, the proportion of foreign capital had a significantly negative effect on two 
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relationships: between TLS and RS and between MAS and MP (p < 0.10 and p < 0.05, 

respectively).  

In summary, the results of the heterogeneity assessment indicate that some observable 

characteristics can influence the relationships between the latent variables of the 

research model. These influences need to be considered when discussing the overall 

results and drawing conclusions. Among these moderating effects, the study focuses on 

the influence of ownership type on the research model. Detailed analysis of the impact 

of ownership type on the model is discussed in Section 5.3.3. 

5.3 Hypothesis Testing 

In the previous section the structural model was evaluated by considering several issues, 

such as the common method bias test; collinearity; the level of path coefficients, and 

their significances; coefficients of determination; the effect size; and heterogeneity. In 

this section, the hypotheses were tested to determine direct (H1 to H6), mediating (H7 to 

H10), and moderating (H11 to H16) effects. 

5.3.1 Direct effects 

As shown in Table 5.17, the R
2
 values of the endogenous constructs were medium (MP 

with 0.395) and weak (MAS with 0.171, RS with 0.148). This means that the structural 

model explains 14.8%, 17.1%, and 39.5% of variance in RS, MAS, and MP 

respectively. In addition, excluding TLS from the model, it led to a considerable change 

in the R
2
 value of RS (the effect size  f

2
 of 0.174) and MP (the effect size  f

2
 of 0.136), 

while the exclusion of TLS  had just a small impact on the R
2
 value of MAS (the effect 

size  f
2
 of 0.065). The impact of removing RS was weak in changing the R

2
 values of 

MAS (the effect size  f
2
 of 0.060) and MP (the effect size  f

2
 of 0.015).  
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For the predictive relevance for these constructs, although all endogenous constructs 

had considerable predictive relevance with Q
2
 values of RS (0.117), MAS (0.105), and 

MP (0.257), the changes in these values were small when one of the exogenous 

constructs was removed: with MAS, the effect size q
2
 value was 0.037 or 0.035 when 

TLS or RS was removed; with MP, the effect size q
2
 value was 0.085, 0.008, or 0.090 

when TLS, RS or MAS was removed. In contrast, the exclusion of TLS had a 

substantial impact on the change of the predictive relevance of RS (the effect size 

q
2
 value of 0.133). 

The results in Table 5.17 indicate that six hypothesised relationships between variables 

of the research model were significant and positive; thus hypotheses 1 to 6 were 

supported to answer RQ1 that TLS, reward systems, managers’ use of the MAS 

information and managerial performance significantly associate with each other in 

Vietnamese enterprises. In particular, hypothesis 1 was supported, since the effect of 

TLS (path coefficient of 0.252) on MAS was positive and significant at p < 0.001. A 

path coefficient of 0.385 (p < 0.001) provided support for hypothesis 2: there was a 

positive relationship between TLS and RS. Further, the relationship between TLS and 

MP was significant and positive, with a path coefficient of 0.338 at p < 0.001, thereby 

supporting hypothesis 3. The effect of RS (path coefficients of 0.245) on MAS was also 

positive at p < 0.003, providing support for hypothesis 4. In addition, the results reveal 

that the relationship between RS and MP was positive and significant (path coefficient 

of 0.103 at p < 0.049); therefore supporting hypothesis 5. Finally, MAS had a 

significant and positive effect on MP (path coefficient of 0.364 at p < 0.001), providing 

support for hypothesis 6. 
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Table 5.17. Summary of the Results of the Structural Model (Inner Model) 

Path 

from 

Path to 

RS (R
2
value = 0.148, Q

2
value = 0.117) MAS (R

2
value = 0.171, Q

2
value = 0.105) MP (R

2
value = 0.395, Q

2
value = 0.257) 

Path 

coefficients p-value f
2
 q

2
 

Path 

coefficients p-value f
2
 q

2
 

Path 

coefficients p-value f
2
 q

2
 

TLS 0.385*** 0.000 0.174 0.133 0.252*** 0.000 0.065 0.037 0.338*** 0.000 0.136 0.085 

RS     0.245**  0.003 0.060 0.035 0.103*    0.049 0.015 0.008 

MAS         0.364*** 0.000 0.182 0.090 
Note. MAS = Management accounting system; MP = Managerial performance; RS = Reward system; TLS = Transformational leadership style.  

R
2  

is the
 
coefficient of determination; Q2 is the predictive relevance; f

2
 is the effect size measuring the change in R

2
 values; q

2
 is the effect size measuring the change in 

Q
2
 values. 

*p < .05. **p < .01. ***p < .001. 
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5.3.2 Mediating effect 

The study examines not only the direct effect of a construct on another but also its 

indirect effects via a mediator. The total effect, the sum of direct and indirect effects, 

interprets the differential influence of a construct on a particular construct via one or 

more mediating variables. As discussed in Section 3.2, a construct is considered a 

mediator when it meets three conditions (Baron & Kenny, 1986): (1) the direct effect 

between independent variable (IV) and mediator variable (MV) is significant; (2) MV is 

significantly correlated with dependent variable (DV); (3) when the MV is excluded, the 

relationship between IV and DV changes significantly (i.e., the indirect effect is 

significant). 

A traditional approach which uses Sobel (1982) test to test mediating effects has been 

applied in several previous SEM studies. However, this test depends on distributional 

assumption, which is often beyond the control of the indirect effect. Recently, Preacher 

and Hayes (2008) suggest a bootstrapping approach for this test. This approach 

bootstraps the sampling distribution of the indirect effect with no assumption about the 

shape of the variable’s distribution and provides more confidence for a small sample 

size. It is thus suitable for the PLS-SEM path model (Hair et al., 2014). This approach 

assesses the significance of (1) the direct effect between IV and MV; (2) the direct 

effect between MV and DV; and (3) the indirect effect (i.e., (2)*(3)). Finally, the size of 

the indirect effect in relation to the total effect is determined based on the variance 

accounted for (VAF). The VAF is defined as follows.  

VAF = 
Indirect effect 

= 
Indirect effect 

Direct effect + Indirect effect Total effect 
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The assessment of mediating effects relies on the VAF values: a full mediation (VAF > 

80%), a partial mediation (20% ≤ VAF ≤ 80%), and non-mediation (VAF < 20%). 

Figure 5.5 indicates the procedures for assessing mediator analysis. 

Figure 5.5. Mediator Analysis Procedure in PLS-SEM 

 Assess the 

significance 

of the direct 

effect without 

the mediator 

    

      

The direct 

effect without 

the mediator 

is not 

significant 

 The direct 

effect without 

the mediator 

is significant 

   

      

No mediation  Include the 

mediator and 

assess the 

significance 

of the indirect 

effect 

   

      

 The indirect 

effect is not 

significant 

 The indirect effect 

is significant 

  

      

 No mediation  Assess the variance 

accounted for 

(VAF) 

  

      

 VAF < 20%  20% ≤ VAF ≤ 80%  VAF > 80% 

      

 No mediation  Partial mediation  Full mediation 

Note. VAF = Variance accounted for. Adapted from Hair et al. (2014, p. 224)  
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Figure 5.6 exhibits the four mediating models of the study: TLS-MAS-MP, RS-MAS-

MP, TLS-RS-MP, and TLS-RS-MAS. Table 5.18 shows the results of the mediating test 

for these models when the bootstrapping procedure was applied. The bootstrapping 

procedure was conducted for each model as follows. First, the PLS path model was 

estimated without the potential mediator to obtain path coefficient of the direct effect 

(column 1). Second, the PLS path model including the mediator was run to collect three 

path coefficients of the model (columns 3, 5, and 7). Third, the indirect effect was 

calculated by multiplying the coefficients of two paths IV-> mediator and mediator-

>DV (column 9 = column 5 x column 7). Fourth, the total effect was computed by 

summing the direct and indirect effects (column 13 = column 3 + column 9). Fifth, the 

indirect effect was divided by the total effect to compute the VAF value (column 14 = 

column 9 / column 13). Finally, based on conditions of the mediating effect, the 

mediating type of the model was assessed (column 15).  

Significances of all path coefficients (columns 2, 4, 6, and 8) were calculated from the 

t values obtained from the bootstrapping routine (with 191 observations, 5000 

subsamples, and no sign changes). However, the significance of the various indirect 

effects were tested in five steps as follows. First, the results of 5000 bootstrap 

subsamples for two path coefficients (IV->mediator and mediator->DV) from 

SmartPLS were copied into a spreadsheet in Microsoft Excel. Second, the indirect effect 

for each subsample was computed by multiplying the two path coefficients. Third, the 

standard deviations (which equal standard errors in bootstrapping) were calculated in 

Microsoft Excel with the function of STDEV for the indirect effects of all 5000 samples 

(results shown in column 10). Fourth, empirical t values of the indirect effects were 
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obtained by dividing the original value by the bootstrapping standard error (column 11). 

Finally, p values were calculated based on t values with the function of TDIST in 

Microsoft Excel (results shown in column 12). 

Table 5.18 indicates that the procedures (as shown in Figure 5.5) for testing mediating 

effects are addressed. In particular, all direct effects without the mediator and all 

indirect effects are significant at the 0.01 or 0.001 level; path coefficients of the direct 

effects with the potential mediator are smaller than without the potential mediator 

(column 3 < column 1). Hypotheses 7, 8, and 10 are supported with the VAF values of 

26.9%, 43%, and 27.1% respectively. In particular, MAS has a partial mediating effect 

in the two relationships, TLS with MP and RS with MP. TLS also has a positive effect 

on MAS via RS. However, hypothesis 9 is not supported because the VAF value is 

14.4% (below the minimum level of 20%). This means that RS does not play the role of 

a mediator in the relationship between TLS and MP. The multiple mediator model (e.g., 

TLS-RS-MAS-MP) with two mediators, RS and MAS, has no mediating effect. It is 

because (1) RS has no mediating role in the relationship between TLS and MP, (2) the 

indirect effect is not significant (p = 0.279), and (3) the VAF value is 8.9% (by far 

lower than the minimum level of 20%). 
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Figure 5.6. Mediating Effect Models 

TLS-MAS-MP RS-MAS-MP  

  

TLS-RS-MP TLS-RS-MAS 

  

TLS-RS-MAS-MP 

 

Note. MAS = Management accounting system; MP = Managerial performance; RS = Reward system; TLS = 

Transformational leadership style. 
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Table 5.18. Summary of the Results of Mediating Effects 

Panel A. One mediator 

Hypothesis 

Direct effect without 

mediator 

Direct effect with 

mediator IV -> Mediator Mediator -> DV Indirect effect 

Total 

effect VAF 

Mediation 

type 

Path 

coefficient 

p  

value 

Path 

coefficient p value 

Path 

coefficient 

p  

value 

Path 

coefficient 

p  

value Value SE 

t  

value 

p  

value 

Column No. 1 2 3 4 5 6 7 8 9=5x7 10 11=9/10 12 13=3+9 14=9/13 15 

7. TLS-MAS-MP 0.506*** 0.001 0.368*** 0.001 0.348*** 0.001 0.389*** 0.001 0.135*** 0.038 3.521 0.000 0.503 0.269 Partial 

8. RS-MAS-MP 0.364*** 0.001 0.206*** 0.001 0.342*** 0.001 0.454*** 0.001 0.155*** 0.044 3.551 0.000 0.361 0.430 Partial 

9. TLS-RS-MP 0.506*** 0.001 0.433*** 0.001 0.387*** 0.001 0.188** 0.004 0.073** 0.030 2.424 0.008 0.506 0.144 Non  

10. TLS-RS-MAS 0.354*** 0.001 0.254*** 0.001 0.389*** 0.001 0.243** 0.002 0.095** 0.037 2.540 0.006 0.349 0.271 Partial 

Panel B. Two mediators 

 

Direct effect 

without mediator 

Direct effect with 

mediators IV -> Mediators -> DV Indirect effect 

Total 

effect VAF 

Mediation 

type 

Path 

coefficient p value 

Path 

coefficient p value TLS-RS RS-MAS MAS-MP 

p 

value Value SE t value p value 

Column No. 1 2 3 4 5 6 7 8 9=5x6x7 10 11=9/10 12 13=3+9 14=9/13 15 

TLS-RS-MAS-MP 0.506*** 0.001 0.370*** 0.001 0.387*** 0.342*** 0.389*** 0.001 0.051
ns

 0.088 0.586 0.279 0.580 0.089 Non 
Note. MAS = Management accounting system; MP = Managerial performance; RS = Reward system; TLS = Transformational leadership style. 

DV = Dependent variable; IV = Independent variable; SE = Standard Errors were calculated in Microsoft Excel by the function of STDEV for boostrapping results of indirect 

effect from 5000 subsamples; VAF = Variance accounted for. 

*p < .05. **p < .01. ***p < .001. ns = not significant 
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5.3.3 Impact of ownership type (moderating effects) 

Of the moderating effects discussed in Section 5.2, the influence of ownership type on 

the model is the focus of this study to answer RQ2 (as discussed in Section 1.1 and 

Section 1.3). The moderating effects of ownership type are interpreted as follows. 

Descriptive statistics 

The descriptive statistics by ownership type for four latent variables of the research 

model were produced by SPSS. These variables were measured within a range from one 

to seven. Table 5.19 indicates the frequency of respondents rating on the 7-point Likert 

scale: Table 5.20 presents the results of descriptive statistics for three groups of 

enterprises, SOEs, POEs, and FOEs.  

For the frequency of respondents for latent variables, Table 5.19 indicates that, overall, 

64.9% of the respondents rated a high score for the transformational leadership style of 

their superiors. In particular, 70.6% of respondents from POEs perceived that their 

leader demonstrated a higher transformational leadership style compared to 

respondents’ perception in other enterprises (59.7% in FOEs and 56.4% in SOEs). The 

percentage of respondents evaluating their leaders at a moderate level of 

transformational leadership style is around 30%. Few respondents considered their 

leaders to have a low transformational leadership style, particularly in POEs with only 

1.2%. About half of respondents reported that the reward system (RS) was strong. In 

particular, 60% of respondents in POEs perceived that link to be high in their 

companies, while it was about 44% in SOEs and FOEs. By contrast, only 29.4% of 

respondents ranked a moderate link in POEs, when it was 46.1% in SOEs and 41.8% in 

FOEs. More than half the respondents frequently used broad scope MAS information 
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while about 40% used it sometimes. More than two thirds of the respondents rated 

themselves at a high level of performance.  

Table 5.19. Frequency of Respondents Rating on 7-point Likert Scale (%) 

 

SOEs 

(n=39) 

POEs 

(n=85) 

FOEs 

(n=67) 

All 

(N=191) 

TLS  

 

 

 

 

 

 

 

 

 

Low (less than 3.00) 7.7  1.2  6.0  4.2  

 

Moderate (3.00 – 5.00) 35.9  28.2  31.3  30.9  

 

High (more than 5.00) 56.4  70.6  59.7  64.9  

RS 

 

 

 

 

 

 

 

 

 

Low (less than 3.00) 10.3  10.6  13.4  11.5  

 

Moderate (3.00 – 5.00) 46.1  29.4  41.8  37.2  

 

High (more than 5.00) 43.6  60.0  44.8  51.3  

MAS 

 

 

 

 

 

 

 

 

 

Low (less than 3.00) 5.1  3.5  4.5  3.1  

 

Moderate (3.00 – 5.00) 38.5  37.7  41.8  40.4  

 

High (more than 5.00) 56.4  58.8  53.7  56.5  

MP 

 

 

 

 

 

 

 

 

 

Low (less than 3.00) 2.6  2.4  1.5  2.1  

 

Moderate (3.00 – 5.00) 25.6  22.3  19.4  23.6  

 

High (more than 5.00) 71.8  75.3  74.6  74.3  
Note. MAS = Management accounting system; MP = Managerial performance; RS = Reward system; 

TLS = Transformational leadership style. 

The results in Table 5.20 indicate that the maximum values of variables are 7.00 with 

the exception of a maximum score of 6.83 for MP in SOEs. The mean values of all 

constructs were very high (more than 5.00), although the mean values of RS in SOEs 

and FOEs were just under 5.00 (4.853 and 4.877 respectively). The minimum value of 

MAS in SOEs was moderate (3.00); while in FOEs it reached the lowest value (1.00). 

For MP, minimum values were around the moderate value in all three groups of 

enterprises (2.67 for SOEs, 2.83 for POEs, and 2.17 for FOEs). This was also the case 
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for the minimum values of TLS in POEs and FOEs (2.82 and 2.18 respectively). By 

contrast, TLS in SOEs had a lower minimum score (1.91). For the skewness and 

kurtosis statistics, all values were in the normal range from -1 to +1, with the exception 

of the skewness and kurtosis values for MP and MAS in FOEs. These were outside the 

range, less than -1 (skewness statistic of -1.013 for MP) and above 1 (kurtosis statistics 

of 1.226 for MAS and of 1.255 for MP). These values indicated non-normal 

distributions of the variables. 

Table 5.20. Descriptive Statistics 

 

Minimum Maximum Mean SD 

Skewness Kurtosis 

Statistic SE Statistic SE 

SOEs 

(N=39) 

TLS 1.91 7.00 5.054 1.262 -.815 .378 .189 .741 

RS 2.00 7.00 4.853 1.421 -.270 .378 -.921 .741 

MAS 3.00 7.00 5.137 0.998 -.155 .378 -.196 .741 

MP 2.67 6.83 5.312 1.055  -.824  .378 -.029  .741 

POEs 

(N=85) 

TLS 2.82 7.00 5.496 1.000 -.413 .261 -.436 .517 

RS 1.00 7.00 5.309 1.690 -.953 .261 .230 .517 

MAS 1.67 7.00 5.290 1.157 -.752 .261 .749 .517 

MP 2.83 7.00 5.506 0.950  -.760 .261 .525 .517  

FOEs 

(N=67) 

TLS 2.18 7.00 5.144 1.228 -.695 .293 -.299 .578 

RS 1.25 7.00 4.877 1.522 -.441 .293 -.648 .578 

MAS 1.00 7.00 5.017 1.277 -.946 .293 1.226 .578 

MP 2.17 7.00 5.609 0.961 -1.013 .293  1.255 .578  
Note. FOEs = foreign-owned enterprises; POEs = privately owned enterprises; SOEs = state-owned 

enterprises. MAS = Management accounting system; MP = Managerial performance; RS = Reward 

system; TLS = Transformational leadership style. SD = Standard Deviation; SE = Standard Error. 

To compare the scores of latent variables for three groups of enterprises, a Kruskal-

Wallis test was carried out. It is a non-parametric test, with all the scores converted to 

ranks; therefore the actual distribution of the scores is not a concern (Pallant, 2011). 
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Figure 5.7 exhibits the difference in the score for latent variables across groups. POEs 

had the highest scores in TLS, RS and MAS; however, the difference was only 

significant with the score for RS (5.31 for POEs > 4.85 for SOEs, significant at the 0.10 

level). The scores of latent variables in SOEs were lowest, with the exception of the 

score for MAS (5.14), which was higher than that in FOEs (5.02). FOEs had the highest 

score in MP (5.61).  

 

Figure 5.7. Mean Values of Latent Variables by Ownership 

 

Note. FOEs = foreign-owned enterprises; POEs = privately owned enterprises; SOEs = 

state-owned enterprises.
 

#
p < .10. 

 

In summary, there were differences in the mean values of latent variables between 

groups of enterprises; however, only the RS was significantly different (p < 0.10). 
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Structural Model 

To compare the PLS path models across three groups of enterprises, the structural 

model needs to be run separately for each subgroup. The results of the PLS path model 

for groups are interpreted and differences between groups are also tested.  

As discussed in Section 5.2.7, a PLS-MGA by ownership was carried out as follows. 

The data with Lvs of the full model from the PLS-SEM algorithm procedure were 

divided into three groups by ownership type:  SOEs (39 observations), POEs (85 

observations), and FOEs (67 observations). Then, the PLS path model was run for each 

subset of data; with the PLS-SEM algorithm procedure, the structural model of each 

group was run to obtain the path coefficients and the R
2
 values (Figure 5.8, Figure 5.9, 

and Figure 5.10). The significance of each of the path coefficients was estimated based 

on t values obtained from the bootstrapping procedure, while the Q
2
 values were 

calculated through the blindfolding procedure. Microsoft Excel was used to compute 

some criteria, such as p values, standard errors, f
2
, q

2
, and mediating effects (Table 5.21 

to 5.29). The results of these procedures are interpreted as follows. 

SOEs 

The results of the PLS path model for SOEs are exhibited in Figure 5.8 and Table 5.21, 

5.22, and 5.23.  

As shown in Table 5.22, the R
2
 values of endogenous constructs were medium (MP 

with 0.445) and weak (MAS with 0.182, RS with 0.244). This means that the structural 

model explained 24.4%, 18.2%, and 44.5% of variance in RS, MAS, and MP 

respectively. In addition, when TLS was excluded from the model, it led to a 
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considerable change in the R
2
 value of RS (the effect size  f

2
 of 0.323) and MAS (the 

effect size  f
2
 of 0.111), while the exclusion of TLS had only a small impact on the 

R
2
 value of MP (the effect size  f

2
 of 0.054). The impact of removing RS was weak in 

changing the R
2
 values of MAS (the effect size  f

2
 of 0.015) and makes no change in MP 

(the effect size  f
2
 of 0.000).  

For the predictive relevance for these constructs, two endogenous constructs had 

considerable predictive relevance with Q
2
 values of 0.193 (RS) and 0.330 (MP). MAS 

had a weak predictive relevance Q
2
 (0.099). The changes in Q

2
 values of MP were small 

when TLS or RS was removed, with the effect size q
2
 values of 0.022 and -0.029 

respectively. By contrast, the removal of TLS led to a considerable change in the 

predictive relevance of RS with q
2
 of 0.323. This was also the case with the predictive 

relevance of MP once MAS was removed (q
2
 of 0.551).  

The results in Table 5.22 indicate that only three of six hypothesised relationships 

between variables of the research model were significant and positive; thus, hypotheses 

1, 2, and 6 were supported. In particular, hypothesis 1 was supported since the effect of 

TLS (path coefficient of 0.348) on MAS was positive and significant at p < 0.022. A 

path coefficient of 0.494 (p < 0.001) provided support for hypothesis 2: there was a 

positive relationship between TLS and RS. Further, MAS had a significant and positive 

effect on MP (path coefficient of 0.548 at p < 0.001), providing support for hypothesis 

6. Finally, the relationships of RS-MAS, TLS-MP and RS-MP were not significant to 

support hypotheses 3, 4, and 5 in SOEs. 

Table 5.23 indicates that the procedures (as shown in Figure 5.5) for testing mediating 

effects were addressed only for hypothesis 7 and 8. In particular, the direct effect 
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without mediator and indirect effects were significant and path coefficients of the direct 

effects with the potential mediator were smaller than without the potential mediator 

(column 3 < column 1). Hypotheses 7 and 8 were supported with the VAF values of 

51.2% and 65.9% respectively. In particular, MAS had a partial mediating effect on the 

two relationships, TLS with MP and RS with MP. The results reveal that RS did not 

have mediating effects in the relationships of TLS-MP and TLS-MAS. Thus, 

hypotheses 9 and 10 were not supported in SOEs. 

Figure 5.8. PLS Path Model for SOEs 

 

Note. MAS = Management accounting system; MP = Managerial performance; RS = Reward 

system; TLS = Transformational leadership style. 

 *p < .05. *** p < .001 

  Not significant 
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Table 5.21. Effect Size of the Endogenous Construct for SOEs 

Exogenous 

variable 

Endogenous variable 

MP MAS RS 

R
2

included R
2
excluded R

2
included – R

2
excluded f

2
 R

2
included R

2
excluded R

2
included – R

2
excluded f

2
 R

2
included R

2
excluded R

2
included – R

2
excluded f

2
 

TLS 0.445 0.415 0.030 0.054 0.182 0.091 0.091 0.111 0.244 0.000 0.244 0.323 

RS 0.445 0.445 0.000 0.000 0.182 0.170 0.012 0.015 
    

MAS 0.445 0.200 0.245 0.441 
        

 

 
Q

2
included Q

2
excluded Q

2
included – Q

2
excluded q

2
 Q

2
included Q

2
excluded Q

2
included – Q

2
excluded q

2
 Q

2
included Q

2
excluded Q

2
included – Q

2
excluded q

2
 

TLS 0.417 0.404 0.013 0.022 0.182 0.091 0.091 0.111 0.244 0.000 0.244 0.323 

RS 0.417 0.434 -0.017 -0.029 0.182 0.170 0.012 0.015 
    

MAS 0.417 0.096 0.321 0.551 
        Note. MAS = Management accounting system; MP = Managerial performance; RS = Reward system; TLS = Transformational leadership style.  

R
2  

is the
 
coefficient of determination; Q2 is the predictive relevance; f

2
 is the effect size measuring the change in R

2
 values; q

2
 is the effect size measuring the change in 

Q
2
 values. 
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Table 5.22. Summary of the Results of the Structural Model (Inner Model) for SOEs 

Path 

from 

Path to 

RS (R
2
value = 0.244, Q

2
value = 0.193) MAS (R

2
value = 0.182, Q

2
value = 0.099) MP (R

2
value = 0.445, Q

2
value = 0.330) 

Path coefficients p-value f
2
 q

2
 Path coefficients p-value f

2
 q

2
 Path coefficients p-value f

2
 q

2
 

TLS 0.494*** 0.000 0.323 0.323 0.348* 0.022 0.111 0.111 0.212 0.129 0.054 0.022 

RS     0.129  0.273 0.015 0.015 0.009    0.476 0.000 -0.029 

MAS         0.548*** 0.000 0.441 0.551 

Note. MAS = Management accounting system; MP = Managerial performance; RS = Reward system; TLS = Transformational leadership style. R
2  

is the
 
coefficient of 

determination; Q2 is the predictive relevance; f
2
 is the effect size measuring the change in R

2
 values; q

2
 is the effect size measuring the change in Q

2
 values. 

*p < .05. ***p < .001. 

 

Table 5.23. Summary of the Results of Mediating Effects for SOEs 

Hypothesis 

Direct effect without 

mediator 

Direct effect with 

mediator IV -> Mediator Mediator -> DV Indirect effect 

Total 

effect VAF 

Mediation 

type 

Path 

coefficient p value 

Path 

coefficient p value 

Path 

coefficient p value 

Path 

coefficient p value Value SE t value p value 

Column No. 1 2 3 4 5 6 7 8 9=5x7 10 11=9/10 12 13=3+9 14=9/13 15 

7. TLS-MAS-MP 0.442** 0.009 0.216 0.121 0.412** 0.002 0.549*** 0.001 0.226** 0.088 2.573 0.005 0.442 0.512 Partial 

8. RS-MAS-MP 0.279* 0.050 0.095 0.266 0.301* 0.047 0.609*** 0.001 0.183# 0.123 1.484 0.070 0.278 0.659 Partial 

9. TLS-RS-MP 0.442** 0.009 0.402* 0.019 0.494*** 0.001 0.080 0.312 0.040 0.085 0.464 0.322 0.442 0.090 Non 

10. TLS-RS-MAS 0.412** 0.002 0.348* 0.023 0.494*** 0.001 0.129 0.270 0.064 0.112 0.570 0.285 0.412 0.155 Non 

Note. MAS = Management accounting system; MP = Managerial performance; RS = Reward system; TLS = Transformational leadership style. SE = Standard Errors were 

calculated in Microsoft Excel by the function of STDEV for boostrapping results of indirect effect from 5000 subsamples. R
2  

is the
 
coefficient of determination; Q2 is the 

predictive relevance; f
2
 is the effect size measuring the change in R

2
 values; q

2
 is the effect size measuring the change in Q

2
 values.  

#
p < .10. *p < .05. **p < .01. ***p < .001. 
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POEs 

The results of the PLS path model for POEs are exhibited in Figure 5.9 and Table 5.24, 

5.25, and 5.26.  

As shown in Table 5.25, the R
2
 values of endogenous constructs were medium (MP 

with 0.455) and weak (MAS with 0.188, RS with 0.147). This means that the structural 

model explained 14.7%, 18.8%, and 45.5% of variance in RS, MAS, and MP 

respectively. In addition, when TLS was excluded from the model, it led to a 

considerable change in the R
2
 value of RS (the effect size  f

2
 of 0.172), while the 

exclusion of TLS had only a small impact on the R
2
 value of MAS (the effect size  f

2
 of 

0.069) and of MP (the effect size f
2
 of 0.088). The impact of removing RS was weak in 

changing the R
2
 values of MAS (the effect size f

2
 of 0.075) and of MP (the effect size f

2
 

of 0.050). By contrast, the removal of MAS could cause a significant change in the 

R
2
 value of MP (the effect size f

2
 of 0.284). 

MP had a considerable predictive relevance with Q
2
 values of 0.290. RS and MAS had a 

weak predictive relevance with the Q
2
 values of 0.120 and 0.116 respectively. The 

changes in Q
2
 values of MP were small when TLS or RS was removed with effect size 

q
2
 values of 0.087 and 0.056 respectively. By contrast, the removal of TLS led to a 

considerable change in the predictive relevance of RS with q2 of 0.172. This was also 

the case with the predictive relevance of MP once MAS was removed (q
2
 of 0.361). The 

Q
2
 value of MAS changes slightly when TLS or RS was removed, resulting in effect 

size q
2
 values of 0.068 or 0.075, respectively.  
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The results in Table 5.25 also indicate that six hypothesised relationships between 

variables of the research model were significant and positive; thus, hypotheses 1 to 6 

were supported. In particular, hypothesis 1 was supported since the effect of TLS (path 

coefficient of 0.254) on MAS was positive and significant at p < 0.004. A path 

coefficient of 0.383 (p < 0.001) provided support for hypothesis 2: there was a positive 

relationship between TLS and RS. Further, the relationships of RS-MAS, TLS-MP and 

RS-MP were significant with path coefficients of 0.267 (p < 0.033), 0.245 (p < 0.003), 

and 0.185 (p <0.018), providing support for hypotheses 3, 4, and 5. Finally, MAS had a 

significant and positive effect on MP (path coefficient of 0.437 at p < 0.001), providing 

support for hypothesis 6 in POEs.  

Table 5.26 indicates that the procedures (as shown in Figure 5.5) for testing mediating 

effects were addressed for all hypothesised relationships. In particular, the direct effects 

(without mediator) and indirect effects were significant; the path coefficients of the 

direct effects with the potential mediator were smaller than without the potential 

mediator (column 3 < column 1); and the VAF values were more than 20%. For 

example, hypotheses 7 and 8 were supported with the VAF values of 36.7% and 41.5%. 

In other words, MAS had a partial mediating effect on the relationship between TLS 

and MP and between RS and MP. In addition, the RS had a mediating effect on the 

relationships of TLS-MP (VAF 0f 24.5%) and TLS-MAS (VAF of 28.7%). Therefore, 

hypotheses 9 and 10 were supported in POEs. 

 

 



195 

 

Figure 5.9. PLS Path Model for POEs 

 

Note. MAS = Management accounting system; MP = Managerial performance; RS = Reward 

system; TLS = Transformational leadership style. 

*p < .05. **p < .01. *** p < .001 
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Table 5.24. Effect Size of the Endogenous Construct for POEs 

Exogenous 

variable 

Endogenous variable 

MP MAS RS 

R
2

included R
2
excluded R

2
included – R

2
excluded f

2
 R

2
included R

2
excluded R

2
included – R

2
excluded f

2
 R

2
included R

2
excluded R

2
included – R

2
excluded f

2
 

TLS 0.455 0.407 0.048 0.088 0.188 0.132 0.056 0.069 0.147 0.000 0.147 0.172 

RS 0.455 0.428 0.027 0.050 0.188 0.127 0.061 0.075 
    

MAS 0.455 0.300 0.155 0.284 
        

 
 

Q
2

included Q
2
excluded Q

2
included – Q

2
excluded q

2
 Q

2
included Q

2
excluded Q

2
included – Q

2
excluded q

2
 Q

2
included Q

2
excluded Q

2
included – Q

2
excluded q

2
 

TLS 0.456 0.409 0.048 0.087 0.188 0.133 0.056 0.068 0.147 0.000 0.147 0.172 

RS 0.456 0.426 0.030 0.056 0.188 0.127 0.061 0.075 
    

MAS 0.456 0.260 0.197 0.361 
        Note. MAS = Management accounting system; MP = Managerial performance; RS = Reward system; TLS = Transformational leadership style.  

R
2  

is the
 
coefficient of determination; Q2 is the predictive relevance; f

2
 is the effect size measuring the change in R

2
 values; q

2
 is the effect size measuring the change in 

Q
2
 values. 
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Table 5.25. Summary of the Results of the Structural Model (Inner Model) for POEs 

Path 

from 

Path to 

RS (R
2
value = 0.147, Q

2
value = 0.120) MAS (R

2
value = 0.188, Q

2
value = 0.116) MP (R

2
value = 0.455, Q

2
value = 0.290) 

Path coefficients p-value f
2
 q

2
 Path coefficients p-value f

2
 q

2
 Path coefficients p-value f

2
 q

2
 

TLS 0.383*** 0.001 0.172 0.172 0.254** 0.004 0.069 0.068 0.245** 0.003 0.088 0.087 

RS     0.267*  0.033 0.075 0.075 0.185*    0.018 0.050 0.056 

MAS         0.437*** 0.001 0.284 0.361 
Note. MAS = Management accounting system; MP = Managerial performance; RS = Reward system; TLS = Transformational leadership style.  

R
2  

is the
 
coefficient of determination; Q2 is the predictive relevance; f

2
 is the effect size measuring the change in R

2
 values; q

2
 is the effect size measuring the change in 

Q
2
 values. 

*p < .05. **p < .01. ***p < .001. 
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Table 5.26. Summary of the Results of Mediating Effects for POEs 

Hypothesis 

Direct effect without 

mediator 

Direct effect with 

mediator IV -> Mediator Mediator -> DV Indirect effect 

Total 

effect VAF 

Mediation 

type 

Path 

coefficient p value 

Path 

coefficient p value 

Path 

coefficient p value 

Path 

coefficient p value Value SE t value p value 

Column No. 1 2 3 4 5 6 7 8 9=5x7 10 11=9/10 12 13=3+9 14=9/13 15 

7. TLS-MAS-MP 0.471*** 0.001 0.298*** 0.001 0.356*** 0.001 0.485*** 0.001 0.173*** 0.055 3.152 0.001 0.471 0.367 Partial 

8. RS-MAS-MP 0.438*** 0.001 0.256** 0.002 0.364** 0.004 0.498*** 0.001 0.181* 0.079 2.281 0.012 0.437 0.415 Partial 

9. TLS-RS-MP 0.471*** 0.001 0.356*** 0.001 0.383*** 0.001 0.302** 0.003 0.116** 0.047 2.460 0.007 0.472 0.245 Partial 

10. TLS-RS-MAS 0.356*** 0.001 0.254** 0.003 0.383*** 0.001 0.267* 0.031 0.102* 0.057 1.800 0.037 0.356 0.287 Partial 
Note. MAS = Management accounting system; MP = Managerial performance; RS = Reward system; TLS = Transformational leadership style. 

DV = Dependent variable; IV = Independent variable; SE = Standard Errors were calculated in Microsoft Excel by the function of STDEV for boostrapping results of indirect 

effect from 5000 subsamples; VAF = Variance accounted for. 

*p < .05. **p < .01. ***p < .001. 
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FOEs 

The results of the PLS path model for FOEs are exhibited in Figure 5.10 and Table 5.27, 

5.28, and 5.29.  

As shown in Table 5.28, the R
2
 values of endogenous constructs were medium (MP 

with 0.426) and weak (MAS with 0.143, RS with 0.095). This means that the structural 

model explained 9.5%, 14.3%, and 42.6% of variance in RS, MAS, and MP 

respectively. In addition, when TLS was excluded from the model, it led to a large 

change in the R
2
 value of MP (the effect size  f

2
 of 0.390), while the exclusion of TLS 

had only a small impact on the R
2
 value of MAS (the effect size  f

2
 of 0.051) and RS 

(the effect size  f
2
 of 0.105). The impact of removing RS was weak in changing the 

R
2
 values of MAS (the effect size  f

2
 of 0.064) and of MP (the effect size  f

2
 of 0.010). 

Removal of MAS led to a small change in the R
2
 value of MP (the effect size  f

2
 of 

0.080). 

MP had a substantial predictive relevance with Q
2
 values of 0.450. RS and MAS had a 

weak predictive relevance with Q
2
 values of 0.095 and 0.143 respectively. The changes 

in Q
2
 values of MP were significant when TLS or MAS was removed with the effect 

size q
2
 values of 0.452 and 0.246 respectively. By contrast, removing TLS led to a small 

change in the predictive relevance of RS, with q
2
 of 0.105, and of MAS, with q

2
 of 

0.051. This was also the case with the predictive relevance of MAS (q
2
 of 0.064) and ò 

MP (q
2
 of 0.042) once MAS was removed.  

The results in Table 5.28 also indicate that all hypothesised relationships between 

variables of the research model were significant and positive, with the exception of 
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hypothesis 5. Thus, hypotheses 1, 2, 3, 4, and 6 were supported. In particular, 

hypothesis 1 was supported since the effect of TLS (path coefficient of 0.221) on MAS 

was positive and significant at p < 0.056. A path coefficient of 0.308 (p < 0.009) 

provides support for hypothesis 2: there was a positive relationship between TLS and 

RS. Further, the relationships of RS-MAS and TLS-MP were significant with path 

coefficients of 0.247 (p < 0.025) and 0.510 (p <0.001), providing support for hypotheses 

3 and 4. Finally, MAS had a significant and positive effect on MP (path coefficient of 

0.230 at p < 0.019), providing support for hypothesis 6. Hypothesis 5 was not supported 

(the path coefficient of 0.080 at p < 0.217) in FOEs.  

Table 5.29 indicates that the procedures (as shown in Figure 5.5) for testing mediating 

effects were addressed for hypothesised relationships 8 and 10. In particular, the direct 

effects (without mediator) and indirect effects were significant; path coefficients of the 

direct effects with the potential mediator were smaller than without the potential 

mediator (column 3 < column 1); and VAF values were more than 20%. For example, 

hypothesis 8 was supported with the VAF value of 35%. In other words, MAS had a 

partial mediating effect on the relationship between RS and MP. RS also mediates the 

relationship between TLS and MAS (VAF 0f 25.6%), providing support for hypothesis 

10. Hypotheses 7 and 9 were not supported because of the non-significance of the 

indirect effects and the low VAF: only 12.3% and 6.9% respectively. Therefore, only 

hypothesis 8 and 10 were supported in FOEs.  
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Figure 5.10. PLS Path Model for FOEs 

 

Note. MAS = Management accounting system; MP = Managerial performance; RS = Reward 

system; TLS = Transformational leadership style. 

 #
p < .10. *p < .05. **p < .01.  

 Not significant 
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Table 5.27. Effect Size of the Endogenous Construct for FOEs 

Exogenous 

variable 

Endogenous variable 

MP MAS RS 

R
2

included R
2
excluded R

2
included – R

2
excluded f

2
 R

2
included R

2
excluded R

2
included – R

2
excluded f

2
 R

2
included R

2
excluded R

2
included – R

2
excluded f

2
 

TLS 0.426 0.202 0.224 0.390 0.143 0.099 0.044 0.051 0.095 0.000 0.095 0.105 

RS 0.426 0.420 0.006 0.010 0.143 0.088 0.055 0.064 
    

MAS 0.426 0.380 0.046 0.080 
        

 

 
Q

2
included Q

2
excluded Q

2
included – Q

2
excluded q

2
 Q

2
included Q

2
excluded Q

2
included – Q

2
excluded q

2
 Q

2
included Q

2
excluded Q

2
included – Q

2
excluded q

2
 

TLS 0.450 0.201 0.249 0.452 0.143 0.099 0.044 0.051 0.095 0.000 0.095 0.105 

RS 0.450 0.427 0.023 0.042 0.143 0.088 0.055 0.064 
    

MAS 0.450 0.315 0.135 0.246 
        

Note. MAS = Management accounting system; MP = Managerial performance; RS = Reward system; TLS = Transformational leadership style.  

R
2  

is the
 
coefficient of determination; Q2 is the predictive relevance; f

2
 is the effect size measuring the change in R

2
 values; q

2
 is the effect size measuring the change in 

Q
2
 values. 

 

 

 

 

 

 

 

 

 



203 

 

Table 5.28. Summary of the Results of the Structural Model (Inner Model) for FOEs 

Path 

from 

Path to 

RS (R
2
value = 0.095, Q

2
value = 0.095) MAS (R

2
value = 0.143, Q

2
value = 0.143) MP (R

2
value = 0.426, Q

2
value = 0.450) 

Path coefficients p-value f
2
 q

2
 Path coefficients p-value f

2
 q

2
 Path coefficients p-value f

2
 q

2
 

TLS 0.308** 0.009 0.105 0.105 0.221
#
 0.056 0.051 0.051 0.510*** 0.001 0.390 0.452 

RS     0.247*  0.025 0.064 0.064 0.080 0.217 0.010 0.042 

MAS         0.230* 0.019 0.080 0.246 

Note. MAS = Management accounting system; MP = Managerial performance; RS = Reward system; TLS = Transformational leadership style.  

R
2  

is the
 
coefficient of determination; Q2 is the predictive relevance; f

2
 is the effect size measuring the change in R

2
 values; q

2
 is the effect size measuring the change in 

Q
2
 values. 

#
p < .10. *p < .05. **p < .01. ***p < .001. 
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Table 5.29. Summary of the Results of Mediating Effects for FOEs 

Hypothesis 

Direct effect without 

mediator 

Direct effect with 

mediator IV -> Mediator Mediator -> DV Indirect effect 

Total 

effect VAF 

Mediation 

type 

Path 

coefficient p value 

Path 

coefficient p value 

Path 

coefficient p value 

Path 

coefficient p value Value SE t value p value 

Column No. 1 2 3 4 5 6 7 8 9=5x7 10 11=9/10 12 13=3+9 14=9/13 15 

7. TLS-MAS-MP 0.603*** 0.001 0.529*** 0.001 0.297** 0.011 0.250** 0.013 0.074# 0.055 1.345 0.090 0.603 0.123 Non 

8. RS-MAS-MP 0.309** 0.005 0.201* 0.044 0.315** 0.004 0.343** 0.003 0.108* 0.060 1.810 0.036 0.309 0.350 Partial 

9. TLS-RS-MP 0.603*** 0.001 0.561*** 0.001 0.308** 0.009 0.136# 0.107 0.042 0.043 0.967 0.167 0.603 0.069 Non 

10. TLS-RS-MAS 0.297** 0.010 0.221* 0.055 0.308** 0.008 0.247* 0.025 0.076* 0.053 1.444 0.075 0.297 0.256 Partial 
Note. MAS = Management accounting system; MP = Managerial performance; RS = Reward system; TLS = Transformational leadership style. 

DV = Dependent variable; IV = Independent variable; SE = Standard Errors were calculated in Microsoft Excel by the function of STDEV for boostrapping results of indirect 

effect from 5000 subsamples; VAF = Variance accounted for. 

#
p < .10. *p < .05. **p < .01. ***p < .001. 

 

 



205 

 

Testing differences 

Figure 5.11 summarises the path coefficients, R
2
, and the significant levels of structural 

models in three groups of enterprises: SOEs, POEs, and FOEs. Obviously, there were 

differences in the relationships of TLS-MP, RS-MAS and RS-MP across groups. In 

particular, TLS-MP and RS-MAS were not significant in SOEs while they were 

significant in two other groups, providing support for hypothesis 13 and 14. Moreover, 

RS-MP relationship was also not significant in the case of SOEs and FOEs, while it was 

significant in the case of POEs; therefore, hypothesis H15 was partly supported. 

To compare the values of path coefficients among groups, the test statistics for the 

significance of differences in path coefficients across groups (as discussed in Section 

5.2.7) was conducted. As shown in Table 5.30 and Figure 5.12, the positive effect of 

MAS on MP in FOEs was significantly lower than that in SOEs and POEs (p < 0.031 

and p < 0.064, respectively). By contrast, the effect of TLS on MP in FOEs was 

significantly higher than that in SOEs and POEs (p < 0.065 and p < 0.026, respectively). 

Therefore, hypothesis 14 and 16 were suppported. Statistically, differences in the 

coefficients of TLS-MAS and TLS-RS relationships were not significant aross groups; 

therefore, hypotheses 11 and 12 were not supported.  

In addition, the mediating roles of MAS and RS in the relationships between latent 

variables also differed between groups. In particular, Table 5.31 indicates that MAS had 

a partial mediation in the relationship between TLS and MP in SOEs (VAF of 51.2%) 

and POEs (VAF of 36.7%), while it did not have such an effect in FOEs (VAF of 

12.3%). There was a partial mediating effect of RS in the relationship between TLS and 

MP in POEs (VAF of 24.5%), while this was not significant in SOEs (VAF of 9%) and 
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FOEs (VAF of 6.9%). Finally, RS partially mediated the relationship between TLS and 

MAS in POEs (VAF of 28.7%) and FOEs (25.6%), while it had no mediating effect in 

the TLS-MAS relationship in SOEs (VAF of 15.5%).  

Figure 5.11. Submodels by Ownership Type 

 

Note. MAS = Management accounting system; MP = Managerial performance; RS = Reward 

system; TLS = Transformational leadership style.  

#
p < .10. *p < .05. **p < .01. ***p < .001. 
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Table 5.30. PLS-MGA Results by Ownership Type 

Path 

Path coefficients 

SOE POE FOE 

Regression 

Weight 

Standard 

Error 

Regression 

Weight 

Standard 

Error 

Regression 

Weight 

Standard 

Error 

1. TLS -> MAS 0.348* 0.168 0.254** 0.094 0.221
#
 0.137 

2. TLS -> RS 0.494** 0.130 0.383** 0.102 0.308** 0.127 

3. RS -> MAS 0.129 0.211 0.267* 0.143 0.247* 0.124 

4. TLS -> MP 0.212 0.184 0.245** 0.088 0.510** 0.106 

5. RS -> MP 0.009 0.151 0.185* 0.087 0.080 0.101 

6. MAS -> MP 0.548** 0.122 0.437** 0.086 0.230* 0.109 

 

Path 

Differences between groups 

SOE vs POE SOE vs FOE POE vs FOE 

T-statistic P-value  T-statistic P-value  T-statistic P-value  

1. TLS -> MAS 0.528 0.299 0.584 0.280 0.209 0.417 

2. TLS -> RS 0.647 0.260 0.971 0.167 0.467 0.321 

3. RS -> MAS 0.544 0.294 0.521 0.302 0.103 0.459 

4. TLS -> MP 0.187 0.426 1.526
#
 0.065 1.958* 0.026 

5. RS -> MP 1.082 0.141 0.406 0.343 0.800 0.213 

6. MAS -> MP 0.739 0.231 1.881* 0.031 1.529
#
 0.064 

Note. MAS = Management accounting system; MP = Managerial performance; RS = Reward system; 

TLS = Transformational leadership style. FOEs = foreign-owned enterprises; POEs = privately owned 

enterprises; SOEs = state-owned enterprises. 

#
p < .10. *p < .05. **p < .01. 
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Figure 5.12. Path Coefficients by Ownership Type 

 

Note. MAS = Management accounting system; MP = Managerial performance; RS = Reward system; TLS = Transformational leadership style. FOEs 

= foreign-owned enterprises; POEs = privately owned enterprises; SOEs = state-owned enterprises. 

#
p < .10. *p < .05.  
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Table 5.31. Criteria for PSL Path Models by Ownership 

Criteria Overall SOEs POEs FOEs 

Value Strength Value Strength Value Strength Value Strength 

Coefficient of determination (R
2
)  

 MP 0.395 Medium 0.445 Medium 0.455 Medium 0.426 Medium 

 MAS 0.171 Small 0.182 Small 0.188 Small 0.143 Small 

 RS 0.148 Small 0.244 Small 0.147 Small 0.095 Small 

The effect size of R
2
 (f

2
)  

 TLS removed         

  MP 0.136 Medium 0.054 Small 0.088 Small 0.390 Large  

  MAS 0.065 Small 0.111 Small 0.069 Small 0.051 Small 

  RS 0.174 Medium 0.323 Medium 0.172 Medium 0.105 Small 

 RS removed         

  MP 0.015 Small 0.000 Small 0.050 Small 0.010 Small 

  MAS 0.060 Small 0.015 Small 0.075 Small 0.064 Small 

 MAS removed         

  MP 0.182 Medium 0.441 Large 0.284 Medium 0.080 Small 

The predictive relevance (Q
2
) 

 MP 0.257 Medium 0.330 Medium 0.290 Medium 0.450 Large 

 MAS 0.105 Small 0.099 Small 0.116 Small 0.143 Medium 

 RS 0.117 Small 0.193 Medium 0.120 Small 0.095 Small 

The effect size of Q
2
 (q

2
) 

 TLS removed         

  MP 0.085 Small 0.022 Small 0.087 Small 0.452 Large 

  MAS 0.037 Small 0.111 Small 0.068 Small 0.051 Small 

  RS 0.133 Medium 0.323 Medium 0.172 Medium 0.105 Small 

 RS removed         

  MP 0.008 Small -0.029 Small 0.056 Small 0.042 Small 

  MAS 0.035 Small 0.015 Small 0.075 Small 0.064 Small 

 MAS removed         

  MP 0.090 Small 0.551 Large 0.361 Large 0.246 Medium 

Mediating effect (VAF)         

 TLS-MAS-MP 26.9% Partial 51.2% Partial 36.7% Partial 12.3% Non 

 RS-MAS-MP 43.0% Partial  65.9% Partial 41.5% Partial 35.0% Partial 

 TLS-RS-MP 14.4% Non  9.0% Non 24.5% Partial  6.9% Non 

 TLS-RS-MAS 27.1% Partial 15.5% Non 28.7% Partial 25.6% Partial 
Note. MAS = Management accounting system; MP = Managerial performance; RS = Reward system; 

TLS = Transformational leadership style. FOEs = foreign-owned enterprises; POEs = privately owned 

enterprises; SOEs = state-owned enterprises. R
2  

is the
 
coefficient of determination; Q2 is the predictive 

relevance; f
2
 is the effect size measuring the change in R

2
 values; q

2
 is the effect size measuring the 

change in Q
2
 values. Compileded from Tables 5.22 and 5.23 for SOEs; Tables 5.25 and 5.26 for POEs; 

and Tables 5.28 and 5.29 for FOEs. 
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Table 5.32. Summary of Hypothesis Testing 

Hypotheses Overall SOEs POEs FOEs 

Direct effects     

H1 The higher the level of superiors’ transformational leadership style perceived by the 

subordinate managers, the higher is the subordinate managers’ use of the MAS information. 

Supported Supported Supported Supported 

H2 Superiors’ transformational leadership style perceived by subordinate managers is positively 

associated with the reward systems. 

Supported Supported Supported Supported 

H3 The more inclusive the reward systems perceived by managers, the greater is their use of the 

MAS information. 

Supported Not 

supported 

Supported Supported 

H4 The higher the level of superiors’ transformational leadership style perceived by the 

subordinate managers, the greater is managerial performance. 

Supported Not 

supported 

Supported Supported 

H5 The reward system perceived by managers as appropriate is positively associated with their 

performance. 

Supported Not 

supported 

Supported Not 

supported 

H6 The higher managers’ use of the MAS information, the greater is managerial performance. Supported Supported Supported Supported 

Mediating effects     

H7 Managers’ use of the MAS information plays a mediating role in the relationship between 

transformational leadership style and managerial performance. 

Supported Supported Supported Not 

supported 

H8 Managers’ use of the MAS information plays a mediating role in the relationship between 

reward systems and managerial performance. 

Supported Supported Supported Supported 

H9 Reward systems play a mediating role in the relationship between transformational 

leadership style and managerial performance. 

Not 

supported 

Not 

supported 

Supported Not 

supported 

H10 Reward systems play a mediating role in the relationship between transformational 

leadership style and managers’ use of the MAS information. 

Supported Not 

supported 

Supported Supported 
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Table 5.32. Summary of hypothesis testing (continued) 

Moderating effect  

H11 The relationship between transformational leadership style and managers’ use of the 

MAS information varies between different groups of enterprises due to difference in 

ownership. 

Not 

supported 

H12 The relationship between transformational leadership style and reward systems 

varies between different groups of enterprises due to difference in ownership. 

Not 

supported 

H13 The relationship between reward systems and managers’ use of the MAS information 

varies between different groups of enterprises due to difference in ownership. 

Partly 

Supported 

H14 The relationship between transformational leadership style and managerial 

performance varies between different groups of enterprises due to difference in 

ownership. 

Supported  

H15 The relationship between reward systems and managerial performance varies 

between different groups of enterprises due to difference in ownership. 

Partly 

Supported 

H16 The relationship between managers’ use of the MAS information and managerial 

performance varies between different groups of enterprises due to difference in 

ownership. 

Supported  
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Chapter 6: Discussion and Conclusion 

Introduction 

This chapter discusses and draws conclusions about issues relating to two main research 

questions as addressed in chapter 1: (1) how are transformational leadership style, 

reward systems, managers’ use of the MAS information, and managerial performance 

associated in organisations in Vietnam?; (2) how does ownership type affect these 

associations in Vietnamese enterprises? Previous studies on these issues were reviewed 

in chapter 2 and hypothesised relationships developed in chapter 3. In Chapter 4, the 

methods (such as cross-sectional survey and in-depth interviews) used to test these 

hypotheses were described; the results presented in chapter 5.  

In this chapter, the results of hypothesis testing in chapter 5 are discussed in three 

sections: Section 6.1 − three sets of hypothesised relationships: direct effects, mediating 

effects, and moderating effects; Section 6.2 − the contribution of the study including 

theoretical and managerial implications; Section 6.3 − the limitations and suggestions 

for future study. Section 6.4 is the conclusion of the study. 

6.1 Discussion of Findings 

A number of issues have been argued in chapter 2, developed into hypotheses in chapter 

3, and tested in chapter 5. The results from chapter 5 are discussed in this section.  

6.1.1 Direct effects 

This study examines six relationships addressing the research question 1 of how the 

factors, such as leadership style and reward systems, affect managers’ use of the MAS 
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information and managerial performance. The results of testing the hypotheses reveal 

that these relationships are positive and significant.  

Hypothesis 1 

The higher the level of superiors’ transformational leadership style perceived by the 

subordinate managers, the higher is the subordinate managers’ use of the MAS 

information. 

The results in Table 5.17 indicate that the relationship between transformational 

leadership style (TLS) and managers’ use of the MAS information was significant and 

positive, providing support for hypothesis 1. It can be interpreted that managers’ use of 

the MAS information may increase when the leadership style of their superiors is more 

of transformational style. As discussed in Section 3.1.1, superiors with a TLS often 

consider external factors in business environment and long-term perspectives. Such 

managers also encourage their subordinates to become involved in the decision-making 

process (Ardichvili, 2001; Avolio, 2011; Bass & Bass, 2008). Consequently, the 

subordinates (e.g., department managers) acquire information related to external and 

future events, such as government policies, environment impacts, and long-term plans to 

make management decisions (Chong, 2004; Chong & Eggleton, 2003; Mia, 1993; 

Patiar, 2005).  

The results of this study are in line with previous studies (e.g., Hassan, Jati & Lazan, 

2012; Patiar, 2005). Patiar (2005) reports the effect of TLS in the relationship between 

managers’ use of the MAS information and department performance. Patiar (2005) 

highlights that the effect of TLS along with market competition, and managers’ use of 

the MAS information, and departmental performance is contextual, as it was significant 

and positive in Australia, but not significant in India. In addition, relating to the 
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relationship between TLS and managers’ use of the MAS information, Hassan et al. 

(2012) argue that organisations practising TLS might improve managers’ use of the 

information provided by MAS in making decisions. There is rarely any discussion on 

the direct effect of TLS on managers’ use of the MAS information in previous studies, 

particularly in Vietnam.  

This study provides evidence of a positive and direct relationship between TLS and 

managers’ use of the MAS information in Vietnam, a transitional economy. In a rapidly 

changing business environment as transitional economies, TLS is suitable (Ardichvili, 

2001; Bass, 1990). This is because senior managers with a TLS can help firms achieve 

flexibility in forecasting and meeting new demands and changes (Bass, 1990). Such 

leaders inspire their subordinates to participate actively in making decisions to deal with 

demands for renewal and change. In particular, several activities and operations, such as 

diversification of ownership types, renewal of laws, regulations, and technology, have 

emerged in the transitional economy (Farber et al., 2006; Vietnam, 2001). When 

managers are delegated tasks, they need to update information related to these changes 

in the decision-making process. Therefore, the results of this study support the argument 

that a high TLS can encourage the subordinates to use more MAS information to deal 

with problems, changes, and uncertainties in the transitional economy. 

Personal interviews with managers reveal that a leader who challenged department 

managers to solve problems by themselves could motivate these managers to search for 

information relating to those problems as they make decisions. For example, manager A 

(see Table 4.1) from a food production company, noted that:  
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My boss assigns work to me and lets me create the procedures by myself. When I 

have problems, he encourages me to find the way to solve them and only involves 

when I ask for his help. With a new project, I have to seek for information, such 

as the labour market, alternative prices of the product in domestic versus 

international market, and customer requirements, to suggest a work process for the 

project. 

Agreeing with manager A, manager K (see Table 4.1) from a health and wellbeing 

service, also noted that: 

My boss encourages me to participate in goal setting for our company and 

supports me to fulfil my functions. She (the boss) leaves me to be free in making 

decisions in my job [in charge of three elements: operations, finance and 

accounting]. I have developed the management accounting system for the 

company. This system can provide necessary information that we need in 

decision-making process. My boss often recognizes my efforts and believes in me.  

Thus, when these interviewees perceived their superiors as having a high TLS, their use 

of broad scope MAS information increased to respond to problems, rapid changes, and 

challenges of the Vietnamese transitional economy. The findings of the interviews 

support hypothesis 1. 

Hypothesis 2 

Superiors’ transformational leadership style perceived by subordinate managers is 

positively associated with the reward systems. 

The results in Table 5.17 reveal that TLS had a positive effect on RS, thus, hypothesis 2 

was supported.  It can be interpreted that RS may be stronger when the leadership style 

of superiors is more transformational. As discussed in Section 3.1.2, a leader who has a 

TLS, is likely to innovate processes in the organisation (Jung et al., 2003). To do so, 

such a leader often supports the development of an appropriate reward system, which 

can motivate subordinates by providing rewards for innovative thinking and creative 

ideas (Epstein, 2008; Yukl, 2008). An effective reward system may motivate managers 
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when they perceive a close link between rewards and their efforts (Langfield-Smith et 

al., 2006). Accordingly, TLS may enhance an appropriate reward system. 

The results of this study support previous studies (Chen, Lin, Lin & McDonough III, 

2012; Epstein, 2008; Wang, Oh, Courtright & Colbert, 2011). Epstein (2008) discussed 

that an organisation needed committed senior leadership style for the implementation of 

effective performance measurement and reward systems. A leader who inspires 

empowerment (TLS) often motivates individuals through extrinsic and intrinsic rewards 

linked to performance. Wang et al. (2011) argued that TLS was needed to motivate 

individuals to enhance their performance through an appropriate reward system. Chen 

(2012) also reported a significant association between TLS and non-financial rewards 

which individuals received for their achievement. However, the authors highlighted the 

interaction between TLS and non-financial rewards only in relation to technological 

innovation. 

This study provides evidence of a positive effect of TLS on RS in Vietnamese 

enterprises. Enterprises operating in a rapidly changing environment of a transitional 

economy typically implement contemporary management practices to transform the 

organisation (Zhu, 2005). For example, in the reform process the labour market “to 

employ causal and temporary employees” increases and becomes more competitive 

(Zhu, 2005, p. 1270). To attract employees, Vietnamese companies need to develop 

appropriate reward systems to replace the old systems which lack equity (Zhu & 

Verstraeten, 2013). TLS is suitable in this context because such leaders are likely to use 

rewards linked to performance, in relation to innovation and changes, to motivate 
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subordinates (Epstein, 2008). Therefore, the results of this study support the argument 

that a high TLS can strengthen RS in companies operating in the transitional economy. 

Personal interviews with managers reveal that a leader who considered subordinates’ 

interests and who gave them personal attention provided reasonable rewards linked to 

effort of subordinates. For example, manager C (see Table 4.1) from a beauty product 

company, noted that:  

I am satisfied with leadership styles and reward systems in my company. They are 

very good and motivate us at work. I can participate in the development of 

performance and negotiate with my boss about evaluating measures of my 

performance. Then, we are rewarded based on these measures.  

Manager J (see Table 4.1) from a textiles and garments company reported the policies 

as applied by his company in attracting employees: 

During the 2007-2008 period, the labour market in textiles and garments industry 

was very competitive. The job-hopping culture increased and employees tended to 

seek for companies [where] they could earn more. Our board of managers 

satisfied employees’ needs by implementing flexible policies such as 

consideration about employees’ interests (earlier payment when employees had 

unexpected issues, praises and rewards for employees’ achievement in front of 

teams). [Accordingly], several employees stayed loyal to the company. 

Thus, the results of interviews support the argument that RS was stronger in Vietnamese 

enterprises applying high level of TLS. These findings support hypothesis 2. 

Hypothesis 3 

The more inclusive the reward systems perceived by managers, the greater is their use 

of the MAS information. 

The results in Table 5.17 indicate that the relationship between reward systems and 

managers’ use of the MAS information was significant and positive, providing support 
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for hypothesis 3. It can be interpreted that managers’ use of the MAS information may 

increase when they perceive an appropriate reward system. As discussed in Section 

3.1.3, performance measures can influence managers’ use of such information. When 

managers are rewarded, based on these performance measures, they are likely to seek 

for the information related to these measures in decision making in order to improve 

their performance (Sprinkle & Williamson, 2007). For example, once a production 

manager perceives that rewards depend on the achievement of performance measures of 

quality and productivity, this manager may require the information of production budget 

and product quality to make decisions (Fullerton & McWatters, 2002; van Veen-Dirks, 

2010).  

The results of this study are in line with previous research. Banker, Potter, and 

Schroeder (1993) found a strong association between rewards for employees’ quality 

improvement and their use of information on quality and productivity. Chow, Deng, and 

Yuen (2006) discussed that managers needed both quantity and quality of information in 

decision making, as well as understanding how their performance was rewarded. 

Merchant (1998) indicated that performance measures and reward systems played roles 

of both motivating and providing information. However, these studies did not highlight 

the relationship between managers’ rewards linked to performance and their use of the 

MAS information. 

This study found a positive association between reward systems and managers’ use of 

the MAS information in Vietnamese enterprises. Under pressure of the reform process 

and the increase of competition, several companies have developed comprehensive 

performance measurement systems linked to rewards to motivate employees (Zhu et al., 
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2007). Results from the interviews indicate that managers’ use of information related to 

the performance measurement system (e.g., MAS information) in making decisions of 

management and control increased when they and their subordinates were rewarded 

based on the performance measures of this system. These findings support hypothesis 3. 

For example, manager I from a wood processing corporation (see Table 4.1) noted that: 

Our corporation has developed a comprehensive performance measurement 

system based on American standards because of the requirement from our partner. 

This system is also used to evaluate and reward employees. The performance 

measures are both quantitative (80%) and qualitative (20%) for many levels (e.g., 

corporate, plant, department, or team) from annual to daily activities. Every day, 

managers use information from this system as well as from other sources related 

to theses measure to manage and control their unit. 

Hypothesis 4 

The higher the level of superiors’ transformational leadership style perceived by the 

subordinate managers, the greater is managerial performance.  

The results in Table 5.17 show that TLS had a positive effect on managerial 

performance, thus, hypothesis 4 was supported. It can be interpreted that the 

performance of managers may be higher when the leadership style of their superiors is 

more transformational. As discussed in Section 3.1.4, TLS is suitable in a less stable 

and highly competitive environment because such a leader often encourages 

subordinates to participate in the decision-making process of the company and 

challenges them to think creatively in finding solutions to solve problems (Avolio, 

2011; Bass, 1990; Bass & Bass, 2008). Therefore, the subordinates can have better 

understanding of the context and fulfil their functions independently, which in turn, 

improves their performance (Zhu et al., 2011).  
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The results of this study are consistent with previous research. Using meta-analysis 

review research, Wang et al. (2011)  report that TLS positively affects subordinates’ 

performance. Patiar and Mia (2009) indicate that TLS is positively related to non-

financial performance of departments. Ardichvili (2001) also highlights that managers 

achieve higher performance when their company utilises TLS. However, these studies 

have examined managers’ performance across several criteria: task, contextual, and 

creative performance (Wang et al., 2011); financial and non-financial performance of 

the department (Patiar & Mia, 2009); and employees’ satisfaction, motivation and needs 

(Ardichvili, 2001). This study measures managers’ performance based on their 

fulfilment of eight functions: planning, investigating, coordinating, evaluating, 

supervising, staffing, negotiating, and representing. 

The results of this survey provide evidence of a positive effect of TLS on the 

performance of department managers in Vietnamese enterprises. Moreover, managers 

A, C, E, I, J and K (see Table 4.1) from the interview also confirm this positive effect, 

saying that leadership style influenced their emotions at work. For example, manager E 

from an entertainment program producer said: 

my boss assigns program(s) to me and I have all authorities to operate it/them. I 

am feel free to create at work and try my effort to perform it well. I set up plans 

and procedures for each program and prepare progress reports of what has been 

done. My boss’ leadership style is flexible depending on the projects.   

Further, manager C from the beauty product company added: 

the leadership style of my boss affects me at work. For example, my current 

superior always encourages me [so] I try my best to fulfill manager’s functions 

and achieve high performance. But my old manager was not open-minded so I felt 

uncomfortable at work. 
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Hypothesis 5 

The reward system perceived by managers as appropriate is positively associated with 

their performance. 

The results in Table 5.17 indicate that the relationship between reward systems and 

managerial performance is significant and positive, providing support for hypothesis 5. 

It can be interpreted that managers enhance their performance when they perceive an 

appropriate reward system. As discussed in Section 3.1.5, managers are motivated when 

they perceive rewards are closely linked to their performance (Kominis et al., 2007). For 

example, when a skillful manager is appointed to take charge of an ineffective 

department, this manager may be motivated to fulfil the task of innovation within the 

department if the manager is rewarded based on the performance of management 

skills/functions, instead of being based on the department’s outputs (Horngren et al., 

2012, p. 821).  

The results of this study are in line with previous research (Gomez-Mejia & Werner, 

2008; Langfield-Smith et al., 2006; Purcell & Hutchinson, 2007).  When employees 

perceive that the achievement of performance targets will be rewarded, they may extend 

their efforts to enhance performance (Langfield-Smith et al., 2006). Employees are 

more likely to be motivated to increase effort in an organisation that rewards more for 

people who perform better, and less for those who are lazier; this may motivate 

employees’ efforts (Purcell & Hutchinson, 2007). Furthermore, if the performance 

measurement system is based on specific managers’ functions, such a system can 

encourage managers’ efforts (Gomez-Mejia & Werner, 2008). 
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This study found that RS had a positive association with managers’ performance in 

Vietnamese enterprises. Operating in an up-coming competitive business environment 

of a transitional economy, these enterprises face challenges in business landscape and 

labour market. To survive in this context, organisations need to implement several 

management practices such as performance-based reward systems (Le et al., 2007). This 

has become an important human resource practice (Zhu & Verstraeten, 2013) that can 

help firms enhance employees’ long-term performance (Nyberg, Pieper & Trevor, 

2013).  

Results from the interviews also support these observations. According to managers B, 

D, and I (see Table 4.1), during the reform process, their companies have developed 

comprehensive performance measures for several levels in the organisation. Based on 

these measures, their boss assigns jobs, evaluates performance and rewards them. These 

managers said that they felt satisfied with such systems because they could gain better 

understanding of their tasks through the systems, and consequently, achieve high 

performance. Thus, the results of interviews support the argument that managers 

achieve higher performance when their firms strengthen the reward system. These 

findings support hypothesis 5. 

Hypothesis 6 

The higher managers’ use of the MAS information, the greater is managerial 

performance. 

The results in Table 5.17 indicate that the relationship between managers’ use of the 

MAS information and managerial performance is significant and positive, providing 

support for hypothesis 6. It can be interpreted that the performance of managers 
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improves when their use of the MAS information increases. As discussed in Section 

3.1.6, the MAS information can help managers to gain better understanding of their jobs 

(Mia, 1987) as well as facilitate them to fulfil management functions (Sprinkle, 2003; 

Sprinkle & Williamson, 2007; van Veen-Dirks, 2010). For example, when managers 

want to win a contract, they need the MAS information such as the quality and 

production and delivery time to make decisions in their negotiating function (Banker et 

al., 1993; Davis & Albright, 2004). 

The results of this study support previous research (Chong, 2004; Chong & Eggleton, 

2003; Mia, 1993). These earlier studies report that under high levels of uncertainty (e.g. 

task and environmental uncertainty), the performance of managers improves when they 

use more MAS information in decision making. The findings from more recent studies 

in developing countries also share this argument. Hammad, Jusoh, and Ghozali (2013) 

emphasise the significant and positive association between managers’ use of broad 

scope MAS information and their performance in Egyptian hospitals, while Chung, Su, 

and Su (2012) indicate that this association is only significant via the mediation of role 

ambiguity in Taiwanese manufacturing companies.  

The results of this survey provides evidence of a positive effect of managers’ use of the 

MAS information on the performance of department managers in Vietnamese 

enterprises. Operating in a rapidly changing business environment, with the emergence 

of several new issues (Meyer et al., 2006), managers in these enterprises require broad 

scope information, such as new laws, government regulations and policies, and new 

business conditions (Painter, 2003). Once managers obtain such information they can 
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make appropriate managerial decisions in order to improve their performance (Chenhall 

& Morris, 1986; Chong & Eggleton, 2003; Mia, 1993). 

Personal interviews with managers reveal that to fulfil managers’ functions, broad scope 

MAS information is necessary in making decisions. However, the extent to which 

managers use broad scope MAS information depends on their functional position. For 

example, manager C from the production department and manager H from the 

marketing department (see Table 4.1) will have different requirements. Manager C 

noted that: 

Most information that I use at work is about internal issues, such as cost expenses 

allocated for my department, budgets, outputs, and production plans. I rarely use 

broad scope information because my job is related to production but other 

managers [in marketing department] may need such information. 

On the other hand, manager I from the marketing department of the wood processing 

corporation (see Table 4.1) noted that: 

At work, I often use accounting information to make most decisions. For some 

other decisions, I use external information, such as market, promotion, business 

environment, and macroeconomics. Such information is not widely available for 

use in the accounting information system of my company. 

Thus the results of interviews support the argument that managers’ use of the MAS 

information in making decisions increases in order to fulfil their management functions, 

which in turn improves managerial performance in Vietnamese enterprises. These 

findings support hypothesis 6. 

6.1.2 Mediating effects 

This study observes four mediating effects (see Figure 5.6): (1) of managers’ use of the 

MAS information on the relationship between TLS and managerial performance 
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(hypothesis 7); (2) of managers’ use of the MAS information on the relationship 

between reward system and managerial performance (hypothesis 8); (3) of reward 

systems on the relationship between TLS and managerial performance (hypothesis 9); 

and (4) of reward systems on the relationship between TLS and managers’ use of the 

MAS information (hypothesis 10). After testing these hypotheses, the results reveal that 

these effects were positive and significant with the exception of hypothesis 9 (see Table 

5.18). Details of these findings follow. 

Hypothesis 7 

Managers’ use of the MAS information plays a mediating role in the relationship 

between transformational leadership style and managerial performance. 

The results in Table 5.18 indicate that the relationship between TLS and managerial 

performance is partially mediated by managers’ use of the MAS information, providing 

support for hypothesis 7. It can be interpreted that senior managers with a TLS 

encourage department managers to use the MAS information in making decisions, 

which in turn improves their performance. As discussed in Section 3.2.1, TLS often 

shares organisational goals with subordinates and encourage them to participate in 

decision making (Bass & Avolio, 1997). Managers’ use of the MAS information may 

facilitate managers in the decision-making process (Sprinkle & Williamson, 2007), 

which in turn, helps them fulfil their responsibilities to improve performance (Chong, 

2004; Chong & Eggleton, 2003; Mia, 1993). 

The results of this study are consistent with previous research which reports positive 

relationships between: (1) TLS and managers’ performance (Hassan et al., 2012; Patiar 

& Mia, 2009); (2) TLS and managers’ use of the MAS information (Hassan et al., 2012; 
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Patiar & Mia, 2009); and (3) managers’ use of the MAS information and their 

performance (Chong, 2004; Chong & Eggleton, 2003; Mia, 1993). When these 

relationships exist, there may be an indirect relationship between them (Baron & Kenny, 

1986). However, previous studies have not examined the mediating role of managers’ 

use of the MAS information in the relationship between TLS and managerial 

performance. 

The results of this survey provide evidence of an indirect effect of TLS on department 

managers’ performance via their use of the MAS information in Vietnamese enterprises. 

Senior managers with a TLS play an important role in the reform process of transitional 

economies such as Vietnam (Ardichvili, 2001; Zhu, 2005). Such leaders can respond 

flexibly to challenges and changes such as new policies, regulations, and laws 

introduced by the government (Zhu et al., 2008). By sharing organisational objectives 

and decision-making responsibilities with subordinates, senior managers with a TLS 

motivate the subordinates to use external information related to these changes in making 

decisions (Hassan et al., 2012; Patiar & Mia, 2009). In turn, this will potentially 

improve their performance (Doan et al., 2011).  

Hypothesis 8 

Managers’ use of the MAS information plays a mediating role in the relationship 

between reward systems and managerial performance. 

The results in Table 5.18 indicate that the relationship between reward systems and 

managerial performance is partially mediated by managers’ use of the MAS 

information, providing support for hypothesis 8. It can be interpreted that an appropriate 

reward system encourages department managers to use MAS information in making 
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decisions, which in turn improves their performance. As discussed in Section 3.2.2, 

performance measures play both decision-influencing and decision-facilitating roles 

(Sprinkle & Williamson, 2007; van Veen-Dirks, 2010). When managers perceive that 

the rewards are linked to performance measures, such as quality and productivity, they 

will be likely to use information related to these measure to achieve them (Merchant, 

1998). In turn, this helps managers improve their performance (Mia & Chenhall, 1994).  

The results of this study are in line with previous research which highlights positive 

relationships between: (1) rewards-performance link and managerial performance 

(Epstein, 2008; Schulz et al., 2010); (2) rewards-performance link and managers’ use of 

the MAS information (Ittner & Larcker, 1995; Sprinkle & Williamson, 2007);  and (3) 

managers’ use of the MAS information and their performance (Chong, 2004; Chong & 

Eggleton, 2003; Mia, 1993). When these relationships are in existence, there may be an 

indirect relationship between them (Baron & Kenny, 1986). However, previous studies 

have not examined the mediating role of managers’ use of the MAS information in the 

relationship between rewards-performance link and managerial performance. 

The results of this survey provides evidence of an indirect effect of reward systems on 

department managers’ performance via their use of the MAS information in Vietnamese 

enterprises. To motivate employees to improve their performance, the companies 

innovate reward systems with a clear link to performance achievement instead of being 

based on seniority and length of service in the traditional systems (Le et al., 2007). In 

order to achieve performance targets, Vietnamese managers need to use the MAS 

information (Doan et al., 2011).  
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Hypothesis 9 

Reward systems play a mediating role in the relationship between transformational 

leadership style and managerial performance. 

The results in Table 5.18 indicate that the indirect relationship between TLS and 

managerial performance via reward systems is rather weak with no mediation; therefore, 

hypothesis 9 is not supported. An interpretation of the insignificant indirect effect is as 

follows. Although all direct and indirect relationships between the construct are 

significant, the size of the indirect effect in relation to the total effect is very small (see 

Table 5.8). This is because the direct effect of TLS on managerial performance is high 

and there is only a small decline when the mediator (reward systems) is included (Hair 

et al., 2014). The high association between TLS and managerial performance found in 

this study is consistent with previous research (Cavazotte et al., 2012; Judge & Piccolo, 

2004; Wang et al., 2011). Results from meta-analysis studies argue that TLS strongly 

motivates subordinates (Judge & Piccolo, 2004), influencing both their contextual and 

task performance (Wang et al., 2011). Wang et al. (2011) suggest that influence of 

potential mediators/moderators in this relationship needs to be explored in future 

research.  

Following this suggestion, the study examines the mediating effect of reward systems in 

this relationship in Vietnamese enterprises. The results of this survey provides evidence 

of a high relationship between TLS and managerial performance; this relationship 

declines only very slightly via reward systems. Consequently, there is no mediating role 

of RS in the relationship between TLS and department managers’ performance.  
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Hypothesis 10 

Reward systems play a mediating role in the relationship between transformational 

leadership style and managers’ use of the MAS information. 

The results in Table 5.18 indicate that the relationship between TLS and managers’ use 

of the MAS information is partially mediated by reward systems, providing support for 

hypothesis 10. It can be interpreted that reward systems mediate the effect of TLS on 

managers’ use of the MAS information in making decision. As discussed in Section 

3.1.1, 3.1.2, 3.1.3 and 3.2.4, TLS often encourages subordinates to participate in making 

decisions (Bass & Avolio, 1997); therefore, it motivates them to use appropriate 

information (e.g., the MAS information) to make decisions (Avolio, 2011). In addition, 

senior managers with a TLS are also flexible in influencing the implementation of 

performance measurement systems (Epstein, 2008; Lau & Buckland, 2001). To 

encourage employees, such systems strengthen the link between rewards and 

performance measures, which motivates managers to use information related to these 

measures (Sprinkle & Williamson, 2007). 

The results of this study are in line with previous research which highlight positive 

relationships between: (1) TLS and managers’ use of the MAS information (Hassan et 

al., 2012; Patiar, 2005); (2) TLS and rewards-performance link (Chen et al., 2012; 

Epstein, 2008; Wang et al., 2011); and (3) rewards-performance link and managers’ use 

of the MAS information (Ittner & Larcker, 1995; Sprinkle & Williamson, 2007). When 

these relationships prevail, there may be an indirect relationship between them (Baron 

& Kenny, 1986). However, previous studies have not examined the mediating role of a 

rewards-performance link in the relationship between TLS and managers’ use of the 

MAS information. 
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The results of this survey present evidence of an indirect effect of TLS on managers’ 

use of the MAS information via the reward systems in Vietnamese enterprises. In 

transitional economies, TLS is appropriate because such a leader often challenges 

subordinates to solve problems and make decisions independently (Ardichvili, 2001; 

Bass, 1990). To encourage subordinates, senior managers with a TLS can help 

organisations to implement management practices, such as a contemporary performance 

measurement with both finanancial and non-financial measures linked to rewards (Zhu 

& Verstraeten, 2013). Subordinates will be motivated to use information related to these 

measures (e.g., the MAS information) when making decision to resolve problems 

(Sprinkle & Williamson, 2007).  

6.1.3 Moderating effects 

This study examines the influence of ownership types on the relationships between 

variables in the research model to address the research question 2. Regarding the mean 

values on the construct, Figure 5.7 shows that the scores of constructs in SOEs are 

lower than those in the other enterprises. The results are in line with previous research. 

The management practices of old systems from the centrally planned economy have 

been common in SOEs (Zhu et al., 2007). In particular, managers appointed by the state 

may prefer to pursue state targets rather than to make decisions independently (Nguyen, 

2008; Painter, 2003); as found in the survey, the level of TLS in SOEs is not very high 

compared with that in POEs. Reward systems are often based on seniority and length of 

service but rarely related to performance (Zhu et al., 2008); as found in the survey, the 

link between rewards and performance measures in SOEs is significantly weaker than 

that in POEs. These findings support Zhu and Verstraeten (2013). The MAS in Vietnam 
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is in the initial stages of development and SOEs often implement MAS, based on 

guidance from the Ministry of Finance, instead of its being based on their own needs. 

Consequently, MAS information is not widely available for use in SOEs (Huynh, 2008; 

Nguyen, 2003; Nishimura, 2005). Moreover, managers appointed by the state often 

follow legitimate procedures rather than proactively acquiring useful information to 

make non-routine decisions (Kamoche, 2001; Painter, 2003); as found in the survey, 

managers in SOEs use the MAS information to a lesser extent than their counterparts in 

POEs do.  

Figures 5.11, 5.12, and Table 5.30 highlight the influence of ownership types on the 

direct relationships between constructs in the research model. The results reveal that 

there are significant differences across groups of enterprises in the relationship between: 

(1) reward systems and managers’ use of the MAS information, (2) TLS and managerial 

performance, and (3) reward systems and managerial performance; therefore, 

hypotheses 13, 14, 15 are supported. On the other hand, the relationships between TLS 

and managers’ use of the MAS information, TLS and reward systems, and managers’ 

use of the MAS information and their performance do not significantly differ across 

enterprises of different ownerships; therefore, hypotheses 11, 12, and 16 are not 

supported. In addition, the indirect effects of TLS on managerial performance via 

managers’ use of the MAS information as well as on reward systems in the enterprises 

are influenced by ownership type of the organisations (see Table 5.31). Detailed 

discussions of these findings are as follows. 
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Hypothesis 11 

The relationship between transformational leadership style and managers’ use of the 

MAS information varies between different groups of enterprises due to difference in 

ownership. 

As shown in Figure 5.11, the relationship between TLS and managers’ use of the MAS 

information is positive and significant for all groups of enterprises; therefore, hypothesis 

11 is not supported. This indicates that senior managers with a TLS encourage 

subordinates to use the MAS information to a great extent regardless of the ownership 

type. A possible reason for the result is that Vietnamese enterprises are operating in a 

less stable business environment in the transitional economy, so they all need to cope 

with an uncertain and changing context. A TLS is appropriate in challenging 

subordinates to participate in decision making (Ardichvili, 2001; Avolio, 2011; Bass & 

Bass, 2008). In order to face challenges and make the right decisions to solve problems, 

the subordinates require information, such as technological innovation, markets, 

competitors, customers, laws, and regulations, emerging in the new business environment 

(Farber et al., 2006; Vietnam, 2001).  

Findings from the interviews are consistent with the result. Managers from different 

ownership types shared the same perception of the positive effect of senior managers with a 

TLS on their use of information. In particular, manager A from a foreign-owned food 

processing company, manager E from a state-owned entertainment producer, and manager 

K from a private beauty salon (see Table 4.1), noted that their superiors often assigned work 

to them and gave them the authority to make decisions independently. In order to fulfill 

their job, these managers used a wide range of information related to the job. For example, 

manager A said that “… I use information provided by accounting department, such as 
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production expenses and outputs. I also use external information, such as labour market and 

competitors, to make decisions.” In addition, manager E noted that “the accounting system 

of my company does not provide enough information for me to make decisions. So, I obtain 

relevant information by myself.” Accordingly, working with transformational leaders, these 

interviewees (from different groups of enterprises) are encouraged to make decisions and 

fulfil their tasks independently. To carry out such responsibilities, managers use information 

from both internal and external sources (broad scope information). In other words, TLS 

increases managers’ use of the MAS information in their subordinates irrespective of the 

ownership type. 

Hypothesis 12 

The relationship between transformational leadership style and reward systems varies 

between different groups of enterprises due to difference in ownership.  

As shown in Figure 5.11, the relationship between TLS and reward systems is positive 

and significant for all groups of enterprises. Therefore, hypothesis 12 is not supported. 

A possible reason for the result is that, within a transitional economy, Vietnamese 

enterprises are in the process of reform. Companies from both state and non-state 

sectors need to innovate their organisations to become competitive, for example, to 

transform from an old reward system with lack of equality to a new one with a close 

link between rewards and performance targets (Zhu, 2005). Senior managers with a TLS 

can help companies implement the innovation process effectively (Avolio, 2011). 

Findings from the interview also support the result. Leaders who have a high level of 

TLS often strengthen the link between rewards and performance targets. For example, 

manager C from a multinational company (see Table 4.1) reported that:  
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I work for a 100% foreign-owned company. My boss often encourages me to 

participate in developing performance measures related to my department. If there 

are some conflicts, we will discuss/negotiate to go to the final solutions. In my 

opinion, the performance measurement system in my company is very effective 

with detailed measures related to the performance of each unit. These measures 

include both quantitative (revenues, scrap rate, production cost) and qualitative 

(workforce development, spirit at work). We are satisfied with this system 

because it is linked to rewards that we receive daily, monthly, quarterly, and 

annually. 

Although working in SOEs, managers F and L had different perceptions of the reward 

systems in their companies. In particular, the extent to which rewards are linked to 

performance depends on the leadership style of their leaders. For example, manager F 

from a company with 35% state investment (see Table 4.1) reported that:  

After equitisation, my company has a new board of directors, which is more 

flexible than the old one. The board proactively implement a new reward system 

which is based on the achievement of performance targets, such as sales target and 

sales volume. Managers perceive that their performance is linked to the benefits 

[that] they receive from the company [so] they try their best to fulfil their job. 

On the other hand, manager L from another company with only 18% state investment 

(see Table 4.1) noted that: 

The board of directors before equitisation is still in place after that [i.e., 

equitisation process]. The board still keeps the old management style from the 

centrally planned economy. For example, they rarely support us to fulfil our task. 

They are not clear about our job. Therefore, their evaluation style is based on their 

emotions with unclear performance measures.  

Although manager F and L are both from SOEs, their leaders have different leadership 

styles, leading to different effects on the reward systems of their organisation. Overall, 

the leaders, who are more transformational, are more likely to have a positive effect on 

reward systems to encourage the subordinates. 
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Hypothesis 13 

The relationship between reward systems and managers’ use of the MAS information 

varies between different groups of enterprises due to difference in ownership. 

As shown in Figure 5.11, the relationship between reward systems and managers’ use of 

the MAS information is positive and significant in POEs and FOEs. However, this 

relationship in SOEs is not significant. Therefore, hypothesis 12 is supported. This 

indicates that reward systems in POEs and FOEs can strongly influence the use of the 

MAS information by managers, while that impact does not matter in SOEs. A possible 

reason for the result is as discussed in the beginning of Section 6.1.3. As highlighted, 

the old management practices are still common in SOEs: (1) the reward systems are 

rarely related to performance and (2) MAS information is not widely available for use. 

Moreover, these systems are often implemented based on government regulations rather 

than the needs of organisations (Doan et al., 2011; Nguyen, 2003; Zhu et al., 2007).  

The results of the interviews with managers from non-state companies support those in 

previous studies. When the performance measurement systems include both financial 

and non-financial measures,  managers use the MAS information related to these 

measures to make decisions in order to achieve performance targets (Sprinkle & 

Williamson, 2007). Findings from the interviews support this argument. For example, 

manager C, from a multinational company (see Table 4.1), reported that the 

performance measurement system in his company includes both financial and non-

financial measures for each unit and these measures are the criteria for rewarding 

employees. As a manager of the production department in a multinational company, 

manager C often uses information related to performance targets/measures, such as 

revenues, materials, scrap rate, production cost, and labour, to make decisions. In 
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addition, manager I from a private corporation (see Table 4.1) reported that his 

company developed the Enterprise Resource Planning Systems. The systems included 

work plans, performance measures, and rewards for all units across the company from 

daily to annual activities. Managers could perceive the association among these criteria 

and used them in managing and controlling their sections. 

On the other hand, the result of an insignificant association between reward systems and 

managers’ use of the MAS information in SOEs is supported by the explanation of 

manager E from a state-owned company (see Table 4.1). He noted that: 

My company does not develop detailed performance measures. Annually, my boss 

evaluates if I fulfil my jobs [in general] and I am rewarded based on this 

evaluation. I think it is inequity to be rewarded like that but it is acceptable. The 

information that I use to make decision depends on each project not on 

performance measures.  

Thus this result provides the first evidence of the impact of ownership type on the 

relationship between the reward systems and managers’ use of the MAS information. 

These findings support hypothesis 13. 

Hypothesis 14 

The relationship between transformational leadership style and managerial 

performance varies between different groups of enterprises due to difference in 

ownership. 

As shown in Figure 5.11, the relationship between TLS and managerial performance 

was positive and significant in POEs and FOEs. However, this relationship in SOEs was 

not significant. In addition, Table 5.30 and Figure 5.12 highlight that the strength of this 

relationship in FOEs was significantly greater than that in the others. Therefore, 

hypothesis 14 was supported. This indicates that TLS in POEs and FOEs can strongly 
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influence the performance of subordinates, while that impact does not exist in SOEs. A 

possible reason for the result is as discussed at the beginning of Section 6.1.3, which 

outlines that the old leadership style is still common in SOEs. It takes time to transform 

the old leadership style to the contemporary (transformational) leadership style (Le & 

Truong, 2005b). 

The results of the interviews with managers from non-state companies support previous 

studies. TLS often motivates subordinates to improve their performance (Ardichvili, 

2001; Hartmann et al., 2010; Huang et al., 2010). Findings from the interviews support 

this argument. For example, manager C from a multinational company (see Table 4.1) 

reported, “leadership style [whether my boss encourages me or he is not open-minded] 

can have an impact on my attitude to work. This affects the efficiency of my 

performance.” Manager K from a health and wellbeing service (see Table 4.1), also 

noted that: 

My boss assigns me overall objectives and encourages me to have creative ideas. 

She listens to my suggestions and provides good facilities for me to fulfil my 

tasks. She cares about my interests and believes in my proficiencies. I feel I am 

useful and respected. [This motivates me] to try my best at work. 

On the other hand, manager H from a company with 45% state investment (see Table 

4.1) explained the reasons for weak effect of leadership style on department managers in 

his company: 

My boss is very bureaucratic. He communicates with us in writing [to have 

written evidence] as in the centrally planned economy. He dares not innovate and 

create. He often does not to listen to our creative ideas. However, his leadership 

style does not affect us very much because we [middle managers] think of the 

general goal of our company. We encourage each other to fulfil our tasks in order 

to achieve performance targets. Then we can learn and earn more from our 

performance. 
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Thus, the result provides the first evidence of the impact of ownership type on the 

relationship between TLS and managerial performance. These findings support 

hypothesis 14. 

Hypothesis 15 

The relationship between reward systems and managerial performance varies between 

different groups of enterprises due to difference in ownership. 

As shown in Figure 5.11, the relationship between reward system and managerial 

performance was positive and significant in POEs. However, this relationship in SOEs 

and FOEs was not significant. Therefore, hypothesis 14 was supported. This indicates 

that reward systems can strongly affect the performance of department managers in 

POEs while it has no effect on managers’ performance in the other groups of 

enterprises. As discussed in Section 3.3.5, company ownership type plays an important 

role in determining reward systems (Gunnigle et al., 1994). In other words, the extent to 

which reward systems influence managers’ performance varies depending on ownership 

types (Gomez-Mejia et al., 2003; Jiang, 2011; Khan et al., 2005). The result agrees with 

previous studies  that POEs often strengthen the link between rewards and performance 

targets (Kato & Long, 2004) and that POEs implement performance-based pay systems 

more than SOEs (Zhu & Verstraeten, 2013).  

The results of this study indicate that the association between reward systems and 

managerial performance is not significant in SOEs. Probable reasons for the results can 

be inferred from the interviews. Manager D from a private company (see Table 4.1) 

with experience of working at SOEs, said that: 
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The implementation of reward systems in SOEs is less flexible than the others.  

They have to follow the government’s guidelines, such as ensure that employees 

earn enough to live on but do not reward employees too highly, and differences 

between reward levels should not be dramatic. Therefore, such a reward system is 

unlikely to motivate employees to fulfil their functions.  

 In addition, manager H from a company with 45% state investment (see Table 4.1) 

noted that:  

In my company, the traditional reward system [which was inequitable and 

strongly based on seniority and length of service] has been transformed to a 

performance-based system. However, we are rewarded only based on the 

achievement of the company’s goal such as revenues, not based on individual 

performance. The rewards are calculated by multiplying the individual’s salary 

rate with the revenue growth rate of the company. This system is hardly better 

than the old one, so it rarely motivates us.  

The results also determine that the relationship between reward systems and managerial 

performance in FOEs is insignificant. Possible reasons for the results are as follows. 

First, FOEs often implement the performance measurement system from the parent 

company (e.g., from developed countries such as America, Europe, and Australia). 

FOEs have implemented international standards of management practices in the 

enterprises (Zhu et al., 2008), such as setting up performance measures across all levels 

of companies to evaluate and reward individuals’ performance. Therefore, an increase 

in the link between rewards and performance targets may not significantly affect the 

efforts of managers to fulfil their functions. For example, manager C from a 

multinational company (see Table 4.1) said that he was satisfied with the current reward 

system in his company because it already rewarded people based on individual as well 

as team performance. 
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Second, results from the interviews highlight that the performance measurement system 

from western countries might not be efficient in the context of Vietnam. For example, 

Manager A from a foreign-owned food processing company noted that: 

My company implements the performance measurement system which is parallel 

with the system of [the] parent company. Monthly and annually, my boss uses 

these measures to evaluate if I achieve the targets [on a scale of A, B, C and D] to 

reward or increase salary. This system works well in western countries but may 

not work in Vietnam because the increments can be reduced significant by high 

inflation rates in Vietnam. So, managers are not strongly motivated by the system. 

Thus, the results provide the first evidence of the impact of ownership type on the 

relationship between the reward systems and managers’ performance. In other words, 

the effect of reward systems on managers’ performance varies by ownership types. 

These findings support hypothesis 15. 

Hypothesis 16 

The relationship between managers’ use of the MAS information and managerial 

performance varies between different groups of enterprises due to difference in 

ownership. 

As shown in Figure 5.11, the relationship between managers’ use of the MAS 

information and managerial performance was positive and significant for all groups of 

enterprises; therefore, hypothesis 16 was not supported. This indicates that managers’ 

use of the MAS information helps them to improve their performance regardless of the 

ownership type. A possible reason for the outcome is that within a transitional economy, 

Vietnamese enterprises are operating in an uncertain business environment. Several 

factors emerge in the new business environment, such as technological innovation, 

emerging markets, and changes in competitors, customers, laws and regulations (Farber et 

al., 2006; Vietnam, 2001). Facing challenges and coping with an uncertain and changing 
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context, managers require a broad range of information, such as the MAS information, 

to make the right decisions to improve their performance (Chong, 2004; Chong & 

Eggleton, 2003; Mia, 1993). 

Findings from the interviews are consistent with the results. Managers from different 

ownership types shared the same perception of the positive effect of their use of the MAS 

information on their performance. Somewhat surprisingly, this effect was strongest in SOEs 

and followed by POEs. In FOEs, it was significantly lower than the others. This result may 

be attributed to the high level of instability in the business environment of SOEs in the 

2000s and 2010s. The process of conversion of state-owned enterprises into 

corporations (equitisation) occurred rapidly at this time due to pressure from 

international donors, such as the World Bank and the IMF (World Bank, 2001). All 

state enterprises had to be transformed into one-member limited companies or 

corporations by July 2010 and had to operate under the same law (Enterprise Law) as 

other organisations, instead of under the Law on State Enterprises prior to July 2010 

(Pham, 2010; Sjöholm, 2006; Vietnamese Government, 2006). Since then, the 

companies with poor performance have been privatised. In this context, the business 

environment in SOEs might be more competitive and less stable, which led to the effect 

of managers’ use of the MAS information on their performance being more positive 

(Agbejule, 2005; Patiar & Mia, 2008). 

In the equitisation process, the state sector made efforts to improve organisational 

efficiency and effectiveness (Le & Truong, 2005b).  In such a rapidly changing business 

environment, managers in SOEs require broad scope information in decision making. 

However, the MAS in SOEs is in the initial stages of implementation; therefore, the MAS 
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information is not available for managers to use (Huynh, 2008; Nguyen, 2003; Nishimura, 

2005). Managers in the interviews noted that if the necessary information was not available 

from their company’s accounting system, they would seek it from newspapers, internet, and 

their colleagues. Consequently, an increase in the use of such information can help 

managers to improve their performance. For example, manager E from a company with 

100% state investment (see Table 4.1) said that “I use information collected by myself 

to make management decisions.” Manager H from a company with 45% state 

investment (see Table 4.1) noted that: 

When I suggest that my company should implement a management information 

system which provides necessary information for managers to make decision, my 

boss does not listen to me. So, I often collect broad scope information, such as 

government policies, market forecasting, and customers, for decision making by 

myself. 

The results confirm that there was a relationship between managers’ use of the MAS 

information and their performance in Vietnamese enterprises, regardless of the 

ownership type. Thus, hypothesis 16 was not supported. 

Impact of ownership type on the mediating effects 

Transformational leadership style and managerial performance via managers’ use of 

the MAS information  

The results in Table 5.31 indicate that the relationship between TLS and managerial 

performance is partially mediated by managers’ use of the MAS information, providing 

support for hypothesis 7. Regarding the impact of ownership types, this hypothesis was 

supported in all groups of enterprises with the exception of FOEs. Table 5.29 shows that 

this mediating effect was not significant in FOEs because there was a strong 
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relationship between TLS and managerial performance and there was only a small 

decline when the mediator (managers’ use of the MAS information) was included (Hair 

et al., 2014). Moreover, the association between TLS and managerial performance in 

FOEs was significantly stronger than that in other enterprises (see Figure 5.12). As seen 

in the discussions of the result of hypothesis 14, managers A and C from FOEs in the 

interviews (see Table 4.1) reported that their bosses, who were transformational, 

strongly influenced and supported their managers’ efforts to fulfil assigned tasks.  

Reward systems and managerial performance via managers’ use of the MAS 

information 

The results in Table 5.31 indicate that the relationship between reward systems and 

managerial performance was partially mediated by managers’ use of the MAS 

information, providing support for hypothesis 8. Regarding the impact of ownership 

types, this hypothesis was supported in all groups of enterprises. The possible reasons 

for this result is noted in the discussion of the outcome of hypothesis 8. The results 

reveal that managers’ use of the MAS information mediates the indirect relationship 

between reward systems and managers’ performance in the organisations irrespective of 

the ownership type. 

Transformational leadership style and managerial performance via reward systems 

The results in Table 5.31 indicate that the relationship between TLS and managerial 

performance was not mediated by reward systems. Hypothesis 9 was not supported. 

Regarding the impact of ownership types, this hypothesis was not supported in all 

groups of enterprises with the exception of POEs. Table 5.26 shows that this mediating 
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effect was significant in POEs, but not significant in the others (see Table 5.23 and 

Table 5.29). As noted in the discussion of the result of hypothesis 9, this indirect effect 

was not significant in SOEs and FOEs because the relationship between TLS and 

managerial performance was strong and declines slightly when the mediator (reward 

systems) was included. However, the effect of reward systems on managerial 

performance was not significant in these companies (see the discussion of the result of 

hypothesis 15). On the other hand, the relationship between reward systems and 

managerial performance in POEs was significant, leading to the partially mediating 

effect of reward systems in the relationship between TLS and managerial performance.  

Transformational leadership style and managers’ use of the MAS information via 

reward systems 

The results in Table 5.31 indicate that the relationship between TLS and managers’ use 

of the MAS information was mediated by reward systems, providing support for 

hypothesis 10. Regarding the impact of ownership types, this hypothesis was also 

supported in all groups of enterprises with the exception of SOEs. Table 5.23 shows that 

this mediating effect was not significant because the effect of reward systems on 

managers’ use of the MAS information was not significant in SOEs. As noted in the 

discussion of the result of hypothesis 13, managers from SOEs in the interviews said 

that they were rewarded based on very general measures, such as sales growth of the 

company. The extent to which they used information for decision making rarely 

depended on performance measures of the reward system in their firm. Therefore, the 

direct effect and mediating effect of reward systems in SOEs were meaningless. 
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6.2 Contributions of the Study 

This study has the theoretical as well as the managerial implications as follows. 

6.2.1 Theoretical Implications  

The results from this study support previous findings and contribute towards additional 

understanding of the relevant issues.  

First, Chenhall (2007) encourages contingency-based studies on the use of broad scope 

MAS information in particular contexts. Such studies are few in number, particularly in 

developing economies (e.g., Bangchokdee et al., 2011; Patiar & Mia, 2008) and 

transitional economies (e.g., Ivankovic & Jerman, 2010; Tsui, 2001). In transitional 

economies, leadership style, reward systems, and ownership type play important roles 

within organisations (Tan, 2002; Truong & Nguyen, 2002; Zhu et al., 2007). This study 

contributes to existing knowledge by providing evidence of the effect of these factors on 

managers’ use of the MAS information in the context of the transitional economy of 

Vietnam. 

Second, this is the first study in Vietnam reporting the effect of reward systems on 

managers’ use of the MAS information. It provides understanding of the extent to which 

managers use the MAS information is useful in Vietnamese organisations. 

Third, previous studies have discussed the influence of leadership style on the use of 

information in organisations (Bass & Avolio, 1994; Hopwood, 1974; Lee & Chang, 

2006; Moores & Yuen, 2001). However, the extant literature identifies that very few 

studies examined the relationship between TLS and managers’ use of the MAS 

information (Patiar, 2005). The present study provides additional evidence of the 
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positive and significant impact of TLS on subordinates’ use of the MAS information in 

a competitive business environment, as is the case of the Vietnamese transitional 

economy.  

Fourth, the present study provides additional understanding of the mediating effect of 

managers’ use of the MAS information on the relationship between TLS and managerial 

performance and between reward systems and managerial performance. In addition, 

evidence of the indirect effect of TLS on subordinates’ use of the MAS information via 

reward systems is provided. 

Finally, the extant literature suggests that in transitional economies, ownership type is 

an important factor that may influence organisational characteristics such as leadership 

style, reward systems, and managers’ use of information (Tan, 2002; Wang & Judge, 

2012). However, in this liturature, there has been a lack of evidence on the impact of 

ownership type on the relationships between these factors. This study fill in this gap by 

providing evidence of the moderating effect of ownership type on the relationships 

between TLS, reward systems, managers’ use of the MAS information, and managerial 

performance. These empirical findings enhance the existing understanding of 

considerable differences in the effect of TLS, reward systems and managers’ use of the 

MAS on managerial performance in organisations with differential ownership. 

Overall, this study has contributed to the body of knowledge in at least two respects. 

First, this study has provided supporting evidence for the positive effect of factors, such 

as TLS, performance-based reward systems, and managers’ use of the MAS information 

on managerial performance. Furthermore, the results support the partial mediating role 

of managers’ use of the MAS information in the relationship between TLS and MP and 
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between RS and MP; and the mediating role of RS in the relationship between TLS and 

MAS. This study thus has answered the first research question, i.e., RQ1 (as discussed 

in Section 1.1), achieved the first seven objectives (as discussed in Section 1.3) through 

supporting hypothesized relationships, H1-H10 with the exception of H9, as discussed 

in Section 5.3.1 and 5.3.2. Second, this study found that ownership type had a 

moderating effect on the direct relationships between RS-MAS, TLS-MP, RS-MP, and 

MAS-MP; and on the indirect relationships between TLS-MAS-MP, TLS-RS-MP, and 

TLS-RS-MAS. Thus achieving the 8th
th

 and 9
th

 objectives to answer RQ2 through 

supporting hypothesized relationships, H13-H16. However, ownership type did not 

have a moderating effect on the relationships of TLS-MAS, TLS-RS, and RS-MAS-MP. 

6.2.2 Managerial Implications 

The empirical findings of the study have managerial implications for organisations 

operating in Vietnam as explained below.  

First, in line with previous studies (Ardichvili, 2001; Moores & Yuen, 2001; Naranjo-

Gil & Rinsum, 2006; Patiar, 2005; Tsui, 2001), this study suggests that TLS plays an 

important role in influencing subordinates’ behaviour with respect to their use of the 

MAS information in making decisions and their efforts in performing managerial 

functions. The results of this study indicate that in a competitive and changing business 

environment, leaders practising transformational leadership style can encourage 

subordinates to use the MAS information in decision making because such leadership 

style often involves the subordinates in the decision-making process. Once managers are 

assigned the task, they need to update information in relation to the business landscape 

in order to make decisions.  
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This is particularly the case for SOEs in the equitisation process. An old leadership 

style, which was bureaucratic, familial, conservative and authoritarian (Truong & 

Nguyen, 2002), has had an influence on most equitised SOEs, since the state is often the 

majority shareholder in these companies, even those with less than 20% state capital 

investment. The old management system in these companies needs time to change (Le 

& Truong, 2005b). The findings of this study suggest that TLS should be developed in 

equitised SOEs to encourage managers to use more broad scope MAS information in 

making decisions, which, in turn, may improve managerial performance. 

Second, TLS supports the organisation to strengthen the reward systems in all groups of 

enterprises. Therefore, companies should place emphasis on developing TLS in the 

organisation to encourage the innovation and reform process of the transitional 

economy. The findings also indicate that, the effect of this leadership style on 

managers’ use of the MAS information and their performance in SOEs was significant. 

Therefore, SOEs should develop TLS to promote the reform process of reward systems 

in the organisation. 

Third, the evidence from this study suggests that reward systems can positively 

influence managers’ behaviour, such as their use of the MAS information in making 

decisions and their efforts in performing managerial functions. This study indicates that, 

in transitional economies, enterprises with a strong link between rewards and 

performance measures may encourage subordinates strive for higher performance. This 

is especially the case in POEs. Thus, performance-based reward systems may be 

important in Vietnamese POEs. On the other hand, the old reward system, which was 

egalitarian but rarely based on individual efforts and organisational efficiency (Zhu et 
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al., 2008),  has had an influence on managers’ behaviour in SOEs. For example, lifetime 

employment, wage and reward scales set up by the government continue to influence 

managers’ decision-making process. This system needs time and positive factors such as 

TLS, to change to a more efficient one (e.g., performance-based reward systems). 

Consequently, this study suggests that the reward system should be strengthened in 

SOEs to encourage managers to use the MAS information in making decisions to 

achieve performance targets, which in turn improves managerial performance. 

Fourth, the results of this research support the previous findings (Chenhall & Morris, 

1986; Chong & Eggleton, 2003; Mia, 1993) that in a competetive and changing business 

environment, managers need to use more broad scope information to obtain better 

understanding of the external environment and future events in order to make more 

efficient decisions, which in turn will improve managerial performance. The findings of 

this research further reveal that in SOEs, although the MAS was in the initial stages of 

development and the MAS information was not widely available for use, the effect of 

managers’ use of the MAS information on their performance was significantly stronger 

than that in other enterprises. Therefore, SOEs should develop the appropriate MAS 

which adapts managers’ need for information for decision making. This, in turn, will 

facilitate managers to improve their performance.  

Finally, the study provides evidence for the influence of ownership type on 

hypothesised relationships between TLS, reward systems, managers’ use of the MAS 

information, and managerial performance. In general, the results reveal that these 

relationships were significant and positive in POEs. Therefore, POEs should continue 

the development and use of contemporary management practices, such as TLS and 
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performance-based reward systems. These practices encourage managers to use the 

MAS information and improve their performance. On the other hand, although results of 

the survey indicate that the effects (i) of TLS on managerial performance and (ii) of 

reward systems on managers’ use of the MAS information and managerial performance 

were not significant in SOEs, findings from the interviews suggest that these practices 

were very important in the equitisation process of SOEs. Hence, these enterprises 

should develop and practise TLS among top managers, should link reward to individual 

effort, and should implement the MAS to motivate department managers to participate 

in decision-making and perform well in the equitisation process.  

6.3 Limitations and Directions for Future Research 

The results of the study are subject to several limitations, which need to be considered 

in generalising the results. Future research can overcome these limitations to make 

valuable contributions to the literature of management accounting and management 

practices. The limitations are as follows. 

First, the measurements of the variables in the model were based questionnaire based; 

therefore, associations between these variables may be somewhat overestimated. A 

future study should collect longitudinal data to examine the causal relationships among 

variables of the study, in particular, follow-up key changes through the equitisation 

process of SOEs to note the trend of the reform process. 

The second limitation is that the use of convenience sampling to collect data is prone to 

sampling bias in terms of under or over representing subgroups of enterprises (Kumar, 

2006). Although necessary steps (e.g. careful review of previous studies, in-depth 

interviews with managers, and continual reviews of cases included in the sample) to 
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reduce sampling bias were taken, the findings of the study should be treated only as 

suggestions. A probability sampling approach may provide a more representative 

sample of the population to participate in the survey.  

The third limitation of the study is that the measurement of managerial performance was 

based only on self-rating scales (subjectivity). This measurement is a threat to the 

validity of the results and is likely to have higher mean values (Thornton, 1968). Future 

research may improve the validity of the construct by using 360-degree
 
feedback (from 

the superior, self, co-workers, subordinates and customers) to assess managerial 

performance (Fletcher & Baldry, 2000).  

The fourth limitation is that the study has not measured the full range of leadership 

styles. The extant literature suggests that there are several dimensions of leadership 

styles, such as transformational, transactional, management-by-exception, and laissez-

faire (Avolio, 2011; Avolio, Bass, et al., 1999; Bass, 1990). This study focused only on 

TLS. Future studies should examine the influence of other dimensions of leadership 

style to improve the understanding of how leadership styles affect managers’ use of the 

MAS information and their performance across various dimensions.  

Fifth, the sample size is sufficient to run the PLS path model in SmartPLS. However, to 

conduct a multigroup analysis, there was only a small sample from SOEs (i.e., 39 

responses from SOEs compared with 85 responses from POEs and 67 responses from 

FOEs). Moreover, the data included were from only medium to large enterprises; 

therefore, the results of the study may not be generalisable to all Vietnamese 

enterprises. Future research should collect more samples from SOEs and include small 
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enterprises to enhance understanding of the research issues in a wide range of 

enterprises. 

Finally, a large number of factors may affect the relationships examined in this study; 

therefore, future studies should consider more factors (such as the firm size, location, 

industry, culture, and gender) in the research model in order to enrich the literature 

regarding how contextual factors affect managers’ use of the MAS information and 

influence managerial performance. 

6.4 Conclusion 

This research investigated the influence of factors, namely leadership style and reward 

systems on managers’ use of broad scope MAS information and their performance in 

the context of Vietnam (to answer research question 1). In addition, the impact of 

ownership type was also investigated (to answer research question 2). The aim was to 

attain a number of research objectives below. 

The first objective was to examine the association between TLS and managers’ use of 

the MAS information. The results reveal that this relationship was positive and 

significant. The evidence from this study suggests that when a senior managers employs 

more of a TLS, their subordinates are motivated to use more broad scope MAS 

information for making decisions. The empirical findings in this study support the 

findings from Patiar (2005) and Hassan et al. (2012). 

The second objective of this study was to investigate the influence of TLS on the reward 

systems in organisations. The results reveal that when senior managers’ 

transformational leadership style foster a positive effect on reward systems. The 
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findings suggest that enterprises operating in a rapidly changing business environment 

as in a transitional economy may benefit from senior managers with a transformational 

leadership style as such leadership style encourages innovation process in the 

organisation.  

Third, the study examined the effect of reward systems on managers’ use of the MAS 

information. The results reveal that this effect was positive and significant. It can be 

interpreted that when managers perceive a close link between rewards and performance 

targets, they are likely to increase their use of the MAS information related to these 

measures in their decision making. This study contributes to the current literature by 

providing evidence of a positive relationship between performance-based reward 

systems and managers’ use for the MAS information in the context of a transitional 

economy.  

Fourth, the association between TLS and managerial performance was examined. This 

association was positive and significant, indicating that when superior managers 

practise more transformational leadership style, the subordinate managers may achieve 

higher performance. The present study confirms findings reported in previous studies 

and contributes additional evidence that TLS often encourages managers to enhance 

their performance in a competitive and rapidly changing business environment (Avolio, 

2011; Bass, 1990; Bass & Bass, 2008). 

Fifth, the relationship between reward systems and managerial performance was 

investigated. The results reveal that this relationship was positive and significant. This 

means that once managers perceive the link between rewards and performance 

measures, they may increase their effort to achieve performance targets. The findings 
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suggest that to motivate managers to improve their performance, enterprises should 

develop reward systems which are strongly related to performance. 

The sixth objective of this study was to investigate the association between managers’ 

use of the MAS information and their performance. This association was significant and 

positive. The findings suggest that managers, who increase their use of the MAS 

information in making management decisions, are able to improve their performance. 

The present study confirms previous findings and contributes additional evidence that 

suggests the MAS information is useful for managers to enhance their performance in a 

competitive and rapidly changing business environment (Chenhall & Morris, 1986; 

Chong & Eggleton, 2003; Mia, 1993).  

The seventh objective of this study comprised two investigations. The first investigation 

was to examine the mediating role of managers’ use of the MAS information in the 

relationships (i) between TLS and managerial performance and (ii) between reward 

systems and managerial performance. The results reveal that managers’ use of the MAS 

information partially mediated these relationships. This indicates that having 

transformational leadership style plus a close link between rewards and performance 

measures can motivate managers to use the MAS information in their decision making, 

which in turn improves their performance. The findings of this study provide evidence 

in support of the indirect effects of TLS on department managers’ performance via their 

use of the MAS information.  

The second investigation of the seventh objective of the study was to examine the 

mediating role of reward systems in the relationships (i) between TLS and managerial 

performance and (ii) between TLS and managers’ use of the MAS information. The 
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results confirmed only the mediating role of reward systems in the relationship between 

TLS and managers’ use of the MAS information; the mediating effect of reward 

systems was not significant in the relationship between TLS and managerial 

performance. This indicates that senior managers with a TLS can encourage managers 

to use the MAS information by supporting the innovation process to strengthen the link 

between rewards and performance targets. However, this link does not mediate the 

indirect effect of TLS on the managers’ performance. The findings of the current study 

provide empirical evidence of the indirect effects of TLS on department managers’ use 

of the MAS information via reward systems. 

The eighth objective of the research was to examine the moderating effect of ownership 

type on the direct relationships between the constructs (i.e., TLS, reward systems, 

managers’ use of the MAS information, and managerial performance) in the study. The 

empirical findings of the study provide a new understanding of the moderating effect of 

ownership type on these direct relationships. In particular, there were significant 

differences in the following relationships between groups of enterprises. First, the 

relationships between reward systems and managers’ use of the MAS information and 

between TLS and managerial performance were positive and significant in POEs and 

FOEs, but not significant in SOEs. Second, the relationship between reward systems 

and managerial performance was positive and significant in POEs, but not significant in 

the others. Finally, the association between managers’ use of the MAS information and 

managerial performance in FOEs was significantly lower than that in the others. On the 

other hand, the direct effects of TLS on managers’ use of the MAS information and 

reward systems were irrespective of the ownership type. 
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The ninth objective of the research was to examine the moderating effect of ownership 

type on the indirect relationships between the constructs of the study. The empirical 

findings in this study provide first evidence of the moderating effect of ownership type 

on the indirect relationships. In particular, there were significant differences in the 

following indirect relationships between groups of enterprises. First, the indirect 

relationship between TLS and managerial performance via managers’ use of the MAS 

information was significant in SOEs and POEs, but not significant in SOEs. Second, the 

indirect effect of TLS on managerial performance via reward systems was significant in 

POEs, but not significant in the others. Third, the mediating effect of reward systems in 

the relationship between TLS and managers’ use of the MAS information was 

significant in POEs and FOEs, but not significant in SOEs. On the other hand, the 

indirect effect of reward systems on managerial performance via managers’ use of the 

MAS information was irrespective of the ownership type. 

Vietnam is a transitional economy following the ideology of communism and reforming 

from a centrally planned to a socialist-oriented market economy. The context of 

Vietnam is different from other Southeast Asian countries, such as Thailand, Indonesia, 

and Malaysia, encouraging a liberalisation economy (Yamazawa, 2011); or from 

developed countries with a capitalist economy such as Australia. In particular, Vietnam 

is still in the early stage of the reform process. The state sector has dominated the 

economy in terms of the annual average capital. State-owned enterprises (SOEs) 

accounted for a proportion of 54.4% of annual average capital in 2005. Since then, this 

proportion has fallen slowly to 45.1%, 38.9%, 32.8%, and 34.4% in 2008, 2009, 2010, 

and 2011 respectively (General Statistics Office, 2012). The proportion of around 30 per 
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cent is high, compared to the transitional economy of China with an average of 7 per 

cent SOEs (Tower, Vu & Scully, 2011). The consequence of a high proportion of SOEs 

in the economy may have influence on organisational characteristics, such as leadership 

styles and reward systems. 

In the context of Vietnam, this study provides some practical implications for managers 

in Vietnamese enterprises. The findings reveal that, in the context of the transitional 

economy with a rapidly changing business environment in Vietnam, managers’ use of 

the management accounting system (MAS) information has a positive effect on their 

performance. Therefore, an implication of the results is that Vietnamese enterprises 

should create a work environment that encourages managers to use the MAS 

information in making decisions. This in turn could improve managerial performance. 

The MAS information is not widely used in Vietnamese enterprises. This is due reasons, 

such as accounting systems are often implemented to serve the state’s requirements 

(e.g., taxation, general statistics) instead of the needs of managers in decision-making. 

To encourage the use of MAS information, several factors need to be considered, such 

as leadership style, reward systems, and ownership type. The findings of this study 

reveal positive effects of transformational leadership style (TLS) on managers’ use of 

the MAS information as well as their performance. Consistent with the concept of TLS, 

the study found that a performance-based reward system has a positive effect on 

managers’ performance (MP) and their use of the MAS information. Therefore, one 

implication of this finding is that Vietnamese enterprises are likely to benefit from 

improving performance-based reward systems. Such systems may motivate managers to 

seek for information related to performance targets in order to improve their 
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performance. The findings of this study also indicate that a TLS may help companies in 

implementing performance-based reward systems.  

The overall results of this study are in line with previous studies from other countries. 

However, a further examination of the impact of ownership type provides different 

results for the case of SOEs, a group of enterprises that have a high proportion in the 

economy of Vietnam. Regarding the influence of ownership type on hypothesised 

relationships, the findings of this study reveal that in SOEs, although the effect of TLS 

on managers’ performance is not significant, the relationships between TLS and MAS, 

MAS and MP, and between TLS-MAS-MP are positive. Managers in most levels are 

often appointed by the state in order to manage the state’s assets and fulfil the state’s 

main goals such as maximizing social welfare. Therefore, the leadership styles may not 

have significant influence on the performance of subordinate managers. However, 

leaders who practise a TLS often encourage their subordinates to work independently; 

consequently, they would seek the necessary information to make decisions in order to 

fulfil their functions. Therefore, managers in SOEs could practise a TLS to encourage 

their subordinates to use more MAS information in decision-making, which in turn 

improve their performance. 
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Appendices 

Appendix A: Ethical Clearance Approval 

GRIFFITH UNIVERSITY HUMAN RESEARCH ETHICS COMMITTEE 

Date: 07-Dec-2011 

Dear Mrs Nguyen 

I write further to the additional information provided in relation to the conditional 

approval granted to your application for ethical clearance for your project "NR: 

Leadership Style, Reward System, Use of MAS Information and Managerial 

Performance: Evidence from Vietnamese Enterprises" (GU Ref No: AFE/16/11/HREC). 

This is to confirm receipt of the remaining required information, assurances or 

amendments to this protocol. 

Consequently, I reconfirm my earlier advice that you are authorised to immediately 

commence this research on this basis. 

The standard conditions of approval attached to our previous correspondence about this 

protocol continue to apply. 

Regards 

Chris Rose'Meyer 

Policy Officer, Research Ethics and Governance 

Office for Research 

G39 3.56 Gold Coast Campus 

Griffith University 

Phone: +61 (0)7 5552 7227 

Facsimile: +61 (0)7 5552 9058 

Email: c.rosemeyer@griffith.edu.au 
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Appendix B1: Letter 

 

 

Dear Department Manager, 

I am a PhD student under the supervision of Professor Lokman Mia (Contact Phone: 

+61-7-373-57112; email: l.mia@griffith.edu.au) at Griffith University, Australia. I am 

carrying out a study on managerial use of the management accounting system (MAS) 

information in medium to large Vietnamese enterprises. This study is conducted in 

fulfilment of the requirements of my Doctor of Philosophy. 

The findings of this study will: (1) provide a better understanding of the effects of 

leadership styles and reward systems on the use of MAS information; and (2) provide 

Vietnamese managers a better understanding of the benefit of using MAS information in 

making decisions to improve their performance.  

To obtain data for the study, we invite you to complete the enclosed questionnaire, 

which takes between 20 to 40 minutes. The reply-paid envelope attached is for the 

return of the completed questionnaire. Additionally, we would like to invite you to 

participate in a one-hour interview to clarify some issues raised in the survey. It is a 

voluntary choice to participate in the survey and interview. All data collected from the 

survey and interview will be treated confidentially. Only aggregated results will be 

reported in the thesis and a summary of findings will be sent to the participants if they 

require. 

This study has been approved by the Griffith University Research Ethics Committee. 

Please contact the Senior Manager, Research Ethics and Integrity on +61-7-37355585 

or by email to research-ethics@griffith.edu.au  if you have any concern about the ethical 

conduct of the study. 

Thank you for your valued assistance, and please do not hesitate to contact me at the 

following address if you have further enquiries. 

Yours sincerely, 

Thi Thu Nguyen 

PhD Candidate 

Department of Accounting, Finance and Economics, 

Griffith University, Nathan, QLD, Australia, 4215, 

Contact Ph: +61-7-373-56761, Email: thu.nguyen@griffith.edu.au 

PLEASE RETAIN THIS LETTER FOR YOUR REFERENCE 

mailto:l.mia@griffith.edu.au
mailto:research-ethics@griffith.edu.au
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Appendix B2: Questionnaire 

 

SURVEY 

Part A: Background Information 

Please tick () your response or fill appropriate answers in the blank spaces.  

Your company location (province/city):  

    Operation activities in your company: 

 Manufacturing  Trading  Service  Others, please specify:  

Number of full-time  equivalent employees:  

 10-50  51-100  101-200  201-300  > 300 

Total Assets (in billion VND):  

 < 10  10-20  >20-50  >50-100  >100 
 

When was your company established?  

    Capital structure 

         Please indicate the proportion of STATE-OWNED capital in your company: 

 0%  > 0% to 20%  > 20 to 50%  > 50% to <100%  100% 

         Please indicate the proportion of FOREIGN-OWNED capital in your company: 

 0%  > 0% to 20%  > 20 to 50%  > 50% to <100%  100% 

   Ownership type 

 Limited Liability   Joint Stock  
      

 Sole Proprietorship   Partnership  
      

    Other, please specify  

You are a manager of 

 Production   Marketing  
      

 Service   Operations  
      

    Other, please specify  

How long have you been in this position? 

 <3 years  3 to < 6yrs  6 to < 9yrs  >9 yrs:  
 

Are you Vietnamese?  Yes  No, please specify:  
 

Are you?  Male  Female 
 

Your highest educational qualification is:  
 

 

To which age group do you belong?  21-30  31-40  41-50  >50 
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Part B: Leadership Style 

This part relates to the leadership style of your superior. Leadership style is defined as 

the way of “influencing others to understand and agree about what needs to be done and 

how to do it” and “facilitating individual and collective efforts to accomplish shared 

objectives”. 

Please indicate, by placing an appropriate number from 1 to 7 in the right column, the 

extent to which the following leadership behaviours represent your superior.  

Not at all   Sometimes   Frequently, if not always 

1 2 3 4 5 6 7 

 Your superior Rating 

1 is confident and powerful, high-order ideals and ethics  

2 centres on value, beliefs and a sense of mission  

3 arouses subordinates’ awareness about what is really important  

4 talks positively about the future  

5 has subordinates’ respect  

6 makes subordinates feel proud of the group  

7 emphasises the collective mission  

8 talks enthusiastically about what needs to be accomplished  

9 challenges subordinates to think creatively and find solutions to difficult 

problems 

 

10 re-examines critical statements to query if they are appropriate  

11 suggests different viewpoints  

12 shows subordinates how to attain their targets  
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Part C: Managerial Performance 

Managerial performance is defined as the extent to which managers have accomplished 

their functions effectively. 

Please indicate your own performance by placing an appropriate number from 1 to 7 

in the far right column for each of the following functional dimensions.  

Very poor Poor Below 

average 

Average Above 

average 

Very 

good 

Excellent 

1 2 3 4 5 6 7 

   Rating 

1 Planning Determining goals, policies and courses of action (e.g. 

scheduling work, budgeting, setting up procedures) 

 

2 Investigating Collecting and preparing information for records, reports 

and accounts (e.g. measuring output, inventorying, analysing 

job/contract/process) 

 

3 Coordinating Exchanging information with people in your organisation in 

order to relate and adjust procedures, policies and plans; 

advising and liaising with other personnel in the organisation 

 

4 Evaluating Assessing and appraising of actual performance and 

proposals for future performance (e.g. appraising employees, 

judging output records, judging financial reports, inspecting) 

 

5 Supervising Directing, leading and developing your personnel (e.g. 

counselling, training and explaining work rules to 

subordinates; assigning work and handling complaints) 

 

6 Staffing Maintaining the work force of your responsibility area (e.g. 

recruiting, interviewing and selecting new employees; 

placing, promoting and transferring employees) 

 

7 Negotiating Purchasing, selling or contracting for products or services 

(e.g. contacting suppliers, dealing with sales representatives, 

selling to dealers or customers, collective bargaining) 

 

8 Representing Attending conventions, consultation with other firms, 

business club meetings, public speeches, community drives; 

advancing the general interests of your organisation 
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Part D: The use of broad scope management accounting system (MAS) 

information 

This part relates to managerial use of MAS information in decision making process. 

Please indicate the extent to which you use MAS information for making decisions at 

work by placing an appropriate number from 1 to 7 in the far right column for each of 

the following items.  

Not used at all   Average use   Used to a great extent 

1 2 3 4 5 6 7 

  Rating 

1 The information that relates to future events (e.g. expected material price or 

expected sales volume for next year) 

 

2 The information that relates to probability estimated (e.g. probability of an 

increase in material price) 

 

3 Non-economic information (e.g. customer preferences, employee attitudes and 

competitive threats) 

 

4 Information on broad factors external to your company (e.g. economic 

conditions, population growth, GDP growth rate) 

 

5 Non-financial production (e.g. output rate, scrap levels, machine efficiency, 

employee absenteeism) 

 

6 Non-financial market information (e.g. market size, market growth)  
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Part E: Reward System  

This part relates to the reward system of your company. A reward system consists of 

processes, practices and systems that are used to provide levels of pay and benefits to 

employees. 

Please indicate the extent to which you disagree or agree with each of the following 

statements applied to your company by placing an appropriate number from 1 to 7 in 

the far right column.  

Strongly disagree   Neutral   Strongly agree 

1 2 3 4 5 6 7 

 In your company, Rating 

1 the reward system for managers is very clearly specified in terms of how 

rewards are based on managerial performance 

 

2 rewards for managers increase as their performance increases/improves  

3 rewards are directly tied to managers’ performance  

4 managers whose performance ranks in the top 25% receive higher rewards 

than those in the bottom 25% 

 

 

Please indicate, by placing an appropriate number from 1 to 7 in the far right column, 

the extent to which your company use the following types of reward to motivate 

managers. 

Not used at all   Average use   Used to a great extent 

1 2 3 4 5 6 7 

Items  Rating 

1 Financial rewards (e.g. bonuses, awards, and benefits)  

2 Non-financial rewards (e.g. praise, recognition, and congratulations)  

3 Intrinsic rewards (e.g. a sense of meaningfulness, free choice, competence, 

progress, job satisfaction, and better relationship with colleagues) 
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Part F: Optional  

As mentioned in the letter, in order to clarify the issues relating to the survey, this study 

will also include in-depth interviews. The interview will take about 20 to 40 minutes 

and confidentiality will be maintained.  

1. Are you willing to participate in the interview?    Yes  No 

     

2. Would you like to receive a summary of the findings?    Yes  No 

     

If yes, how would you like to receive it?  
 

Email   Post  
In person 

If you answer “yes” to any of the two questions, please provide your contact details 

(they will be treated confidentially):  

Company’s name:  

Your name:  

Postal address:  

Email:  

Phone Number:  

 

 

Thank you for your assistance in completing this questionnaire 
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Appendix C: Consent Form 

 

CONSENT FORM 

Research team 

 Primary Investigator Senior Investigator Senior Investigator 

Name Thi Thu Nguyen Lokman Mia Lanita Winata 

Title PhD in Accounting,  

student researcher 

Professor of Accounting Doctor of Accounting, 

Lecturer 

School Griffith Business School Griffith Business School Griffith Business School 

Address Griffith University,  

Nathan campus 

Griffith University, 

Nathan campus 

Griffith University, 

Nathan campus 

Email thu.nguyen@griffith.edu.au l.mia@@griffith.edu.au l.winata@griffith.edu.au 

Phone +61-7-373-56761 +61-7-373-57112 +61-7-555-29083 

 

By signing below, I confirm that I have read and understood the information package 

and in particular have noted that: 

 I understand that my involvement in this research will include participation in 

questionnaire survey and interviews about leadership style, reward system, use 

of MAS information and managerial performance; 

 I have had any question answered to my satisfaction; 

 I understand the risk involved; 

 I understand that my participation in this research is voluntary and I am free to 

withdraw at any time, without comment or penalty; 

 I understand that if I have any additional question I can contact the research 

team; 

 I understand that I can contact the Manager, Research Ethics, at Griffith 

University Human Research Ethics Committee on +61-7-3735-5585 (or 

research-ethics@griffith.edu.au) if I have any concern about the ethical conduct 

of the project; and I agree to participate in the project. 

 I understand that I can contact Mrs Nguyen Thuy Hang, a local independent 

contact, on +84 838531533 or thuyhang@ueh.edu.vn if I have any concern 

about the ethical conduct of the research, and the Manager, Research Ethics will 

be promptly notified. 

 

Yours sincerely, 

mailto:research-ethics@griffith.edu.au
mailto:thuyhang@ueh.edu.vn
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Appendix D: Interview Information 

 
INTERVIEW INFORMATION 

The conduct of this research involves the collection, access and/or use of your identified 

personal information. The information collected is confidential and will not be disclosed 

to third parties without your consent, except to meet government, legal or other 

regulatory authority requirements.  A de-identified copy of this data may be used for 

other research purposes.  However, your anonymity will at all times be safeguarded.  

For further information consult the University’s Privacy Plan at 

http://www.griffith.edu.au/about-griffith/plans-publications/griffith-university-privacy-

plan or telephone +61 7 3735 5585. 

Name of company: _______________________________________________________ 

Industry: _______________ Size: _________________ Ownership:________________ 

Job title of manager: _____________________________________ for _______ year(s) 

Brief definitions of leadership style, reward system, use of MAS information and 

ownership are provided before asking questions in the following topics. 

Leadership Style 

Leadership style is defined as the way of “influencing others to understand and agree 

about what needs to be done and how to do it” and “facilitating individual and collective 

efforts to accomplish shared objectives”.  

In your opinion,  

1.1 Describe how the managers in your company behave (i.e., their leadership style). 

1.2 How do such leadership style(s) affect the performance of managers in your 

company? 

1.3 How do such leadership style(s) affect the MAS use of managers in your company? 

http://www.griffith.edu.au/about-griffith/plans-publications/griffith-university-privacy-plan
http://www.griffith.edu.au/about-griffith/plans-publications/griffith-university-privacy-plan
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2. Reward System 

A reward system consists of processes, practices and systems that are used to provide 

levels of pay and benefits to employees. 

2.1 What kinds of rewards do you prefer for your efforts?  

Financial rewards (e.g. bonuses, awards, and benefits) 

Non-financial rewards (e.g. praise, recognition, and congratulations) 

Intrinsic rewards (e.g. a sense of meaningfulness, free choice, competence, progress, 

job satisfaction, and better relationship with colleagues) 

2.2 To what extent do these rewards motivate you? 

Very low extent      Very high extent 

1 2 3 4 5 6 7 

3. Use of Broad Scope MAS Information 

3.1 What external, nonfinancial and future-oriented information do you use for making 

decisions? 

Very low extent      Very high extent 

1 2 3 4 5 6 7 

3.2 How is such information made available to you? 

3.3 How does such information help you to make decisions?  
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4. Managerial Performance 

Managerial performance is defined as the extent to which managers have accomplished 

their functions effectively. 

4.1 Which indicators have been used in evaluating managerial performance in your 

company? Indicate weighting allocated to each performance indicator. 

4.2 To what extent do these performance indicators affect your efforts? 

4.3 Do you think current performance indicators need to be developed or changed? 

Why?  

5. Ownership type 

5.1 To what extent does ownership type influence managerial performance in your 

company? 

5.2 To what extent does ownership type influence managerial use of the MAS 

information in your company? 

5.3 To what extent does ownership type influence leadership style in your company? 

5.4 To what extent does ownership type influence reward system in your company? 
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Appendix E: The Results of Moderator Analysis  

Appendix E1: Moderating effect of foreign investment 

 

Moderation effect 

Path 

coefficients 

Standard 

Error t value p value  

MAS * Foreign Investment -> MP - 0.451*   0.256    1.765    0.040  

RS * Foreign Investment -> MP - 0.146    0.194    0.754    0.226  

RS * Foreign Investment  -> MAS - 0.124    0.278    0.444    0.329  

TLS * Foreign Investment -> MP   0.362    0.310    1.170    0.122  

TLS * Foreign Investment -> MAS - 0.511    0.476    1.073    0.142  

TLS * Foreign Investment -> RS - 0.803
#
   0.553    1.452    0.074  

Note. FI = Foreign investment; MAS = Management accounting system; MP = Managerial 

performance; RS = Reward system; TLS = Transformational leadership style. 

#
p < .10. *p < .05.  
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Appendix E2: Moderating effect of state investment 

 

Moderation effect 

Path 

coefficients 

Standard 

Error t value p value  

MAS * State Investment -> MP   0.749
#
    0.483    1.549    0.062  

RS * State Investment -> MP - 0.017    0.303    0.057    0.477  

RS * State Investment  -> MAS - 0.032    0.280    0.115    0.454  

TLS * State Investment -> MP - 0.310    0.463    0.669    0.252  

TLS * State Investment -> MAS   0.135    0.265    0.509    0.306  

TLS * State Investment -> RS - 0.173    0.369    0.468    0.320  

Note. SI = State investment; MAS = Management accounting system; MP = Managerial 

performance; RS = Reward system; TLS = Transformational leadership style. 

#
p < .10.  
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Appendix E3: Moderating effect of firm age 

 

Moderation effect 

Path 

coefficients 

Standard 

Error t value p value  

MAS * Firm Age -> MP   0.231    0.411    0.562    0.287  

RS * Firm Age -> MP - 0.428*    0.259    1.654    0.050  

RS * Firm Age -> MAS - 0.197    0.341    0.577    0.282  

TLS * Firm Age -> MP - 0.129    0.487    0.265    0.396  

TLS * Firm Age -> MAS - 0.261    0.441    0.593    0.277  

TLS * Firm Age -> RS   0.414    0.673    0.615    0.270  

Note. FAge = Firm age; MAS = Management accounting system; MP = Managerial 

performance; RS = Reward system; TLS = Transformational leadership style. 

*p < .05.  
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Appendix E4: Moderating effect of total assets 

 

Moderation effect 

Path 

coefficients 

Standard 

Error t value p value  

MAS * Total Asset -> MP - 0.229    0.362    0.633    0.264  

RS * Total Asset -> MP - 0.401
#
    0.264    1.521    0.065  

RS * Total Asset -> MAS   0.057    0.380    0.150    0.441  

TLS * Total Asset -> MP   0.241    0.432    0.558    0.289  

TLS * Total Asset -> MAS - 0.051    0.522    0.098    0.461  

TLS * Total Asset -> RS   0.144    0.541    0.267    0.395  

Note. ASS = Total assets; MAS = Management accounting system; MP = Managerial 

performance; RS = Reward system; TLS = Transformational leadership style. 

#
p < .10.  
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Appendix E5: Moderating effect of number of employees 

 

Moderation effect 

Path 

coefficients 

Standard 

Error t value p value  

MAS * Number of employees -> MP - 0.502
#
    0.374    1.340    0.091  

RS * Number of employees -> MP   0.020    0.254    0.077    0.469  

RS * Number of employees -> MAS - 0.111    0.301    0.369    0.356  

TLS * Number of employees -> MP   0.123    0.385    0.319    0.375  

TLS * Number of employees -> MAS   0.000    0.453    0.001    0.500  

TLS * Number of employees -> RS - 0.204    0.541    0.377    0.353  

Note. EMP = Employees; MAS = Management accounting system; MP = Managerial 

performance; RS = Reward system; TLS = Transformational leadership style. 

#
p < .10.  
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Appendix E6: Summary of the results of moderating effects 

 
Note. MAS = Management accounting system; MP = Managerial performance; 

RS = Reward system; TLS = Transformational leadership style. The rectangles are 

the continuous moderator variables 
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Appendix F: Collinearity Assessment (Linear regression based on Lvs from PLS-

SEM path model) 

Coefficients
a
 

Model 1 Collinearity Statistics 

Tolerance VIF 

1 

MAS .829 1.207 

RS .803 1.246 

TLS .800 1.250 

Note. MAS = Management accounting system; MP = Managerial performance; RS = Reward system; TLS 

= Transformational leadership style; VIF = Variance inflation factor. 
a
 Dependent Variable: MP 

 

Coefficients
a
 

Model 2 Collinearity Statistics 

Tolerance VIF 

1 
MAS .883 1.132 

RS .883 1.132 

Note. MAS = Management accounting system; MP = Managerial performance; RS = Reward system; TLS 

= Transformational leadership style; VIF = Variance inflation factor. 
a
 Dependent Variable: MP 

 

Coefficients
a
 

Model 3 Collinearity Statistics 

Tolerance VIF 

1 
RS .852 1.173 

TLS .852 1.173 

Note. MAS = Management accounting system; MP = Managerial performance; RS = Reward system; TLS 

= Transformational leadership style; VIF = Variance inflation factor. 
a
 Dependent Variable: MAS 

 

Coefficients
a
 

Model 4 Collinearity Statistics 

Tolerance VIF 

1 

TLS .695 1.438 

RS .792 1.263 

MAS .701 1.426 

MP .605 1.652 

Note. MAS = Management accounting system; MP = Managerial performance; RS = Reward system; OT = 

Ownership type; TLS = Transformational leadership style; VIF = Variance inflation factor. 
a
 Dependent Variable: OT 
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