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Abstract  

The study topic is the contribution of management accounting in the decision making of the 
not for profit making organisations. The main objective of the study was to examine the 
effect of management accounting information in the decision making of not for profit 
making organisation in Rwanda. A qualitative and quantitative research design was used. A 
population of 50 not for profit making organisation in the Northern Province was 
considered from which 46 organisations were determined using the Rao soft sample size 
calculator. The respondents within the sample were selected purposively. Both primary and 
secondary data were collected using questionnaires, interviews and desk research. Data 
were entered into SPSS from which analysis was made. A multiple regression analysis was 
used to establish the relationship between the variables. The findings indicate that not for 
profit making organisation uses various management accounting information techniques in 
the decision making. The most used techniques include budgeting (97.8%), financial report 
analysis (97.8%), management report (95.2%), variance analysis (93.5%), CVP analysis 
(91.3%) and cost accounting (91.3%). The results further indicate some challenges the 
organisation faces in the use of management accounting information in the decision 
making. The highest challenges include reporting hierarchy (97.5%), automation of 
processes (97.5%), delay in the management report (95.5%), flexibility of the accounting 
system (78.2%) and update of staff to the changes in the accounting rules, techniques and 
regulations (76.1%). The study indicates that there is a strong relationship between 
management accounting and decision making as indicated by R-square and adjusted R- 
square. From the findings, it is concluded that management accounting is a key input to the 
decision making, therefore it should be incorporated in every level of management to 
ensure effective and efficient decision.    
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1. Introduction 

Management accounting is an important part of the information system, with a key role in 

decision-making, whether profit making organisations or Not-for-Profit organisations. 

Management accounting uses both financial and non-financial information and is generally 

intended for the use of internal users who use the information to make decisions that help 

achieve the goals and objectives of the organisation (Bromwich & Bhimani, 2009).  

The task of management accounting involves furnishing accounting information to the 

management, which may base its decisions on it. It is through management accounting that 

the management gets the tools for an analysis of its administrative actions and can lay 

suitable stress on the possible alternatives in terms of costs, prices and profits. However, it 

should be understood that the accounting information supplied to management is not the 

sole basis for managerial decisions (Horgen et al., 2008). Maheshwari (2002) asserts that, 

along with the accounting information, management takes into consideration or weighs 

other factors concerning actual execution. For reaching a final decision, management has to 

apply its common sense, foresight, knowledge and experience of operating an enterprise, in 

addition to the information that is already has. The word 'accounting' used in this phrase 

should not lead us to believe that it is restricted to a mere record of business transactions 

i.e., book keeping only. 

Today's business environment is changing faster than ever before, and the organisations' 

success in the market depends on the timely possession of quality information (Inanga & 

Schneider, 2005). According to Horngen et al. (2008), the information itself is nothing 

without its correct interpretation.  In recent years, the number of organisations pays 

attention to the regular collection of information on events, thus, management accounting is 

significantly increasing. Management accounting is a particularly important source of 

information for obtaining competitive advantage, and is the extended arm of strategic 

management accounting. 

Management accounting has grown based on the necessity of the research of opportunities 

and threats of competition, and is aimed at creating a strong information base for making 

the right strategic decisions and achieving competitive advantage (Horngen et al., 2008). To 

make good strategic decisions, and to achieve a competitive advantage, it is necessary that 

organisations’ management uses the wealth of information on relevant management 

accounting. 
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The history of management accounting dates back to rapid industrialization of the late 19th 

century. Since then, management accounting information has become dominant due to its 

strategic management role in the early 20th century.  Kaplan (2010) points out that, during 

21st century, a series of researches appeared in journals that made the case for the 

recognition of fundamental principles in management accounting. This, highlighted the 

need decision of manager support information on the inductive principles that underline 

scientific method. Management accounting information is a part and parcel of today’s life 

which is necessary to understand the accurate financial situation of the organization and 

used as the basis of making any decisions. Since strategic decisions have long-term effect 

on the business and therefore it is important to analyse accounting information for making 

strategic decisions. Accounting systems can aid in decision-making providing information 

relevant to the decision and to the decision maker (Mia & Patier, 2001). 

Information is indispensable for decision-making in any organization. The problem 

however lies in the quality and validity of the information, that is, if it is timely, adequate, 

and clear. The making of decision, as everyone knows, is a burdensome task (Fitsuma, 

2012). In most cases indecision is as disastrous as making a wrong one, therefore a plan of 

action is indispensable. Management is constantly confronted with the problem of 

alternative decision-making especially knowing that resources are relatively scarce and 

limited. 

According to the report of the Joints Auditors’ First Bank, Annual Report and Account 

(2016) falsified accounting information was the reason for many failed banks in Nigeria. 

The major purpose of the use of management accounting information is to minimize risk, 

failure and uncertainties and also stay ahead of competitors. Notwithstanding the immense 

benefit of use of accounting information, it is generally acknowledged that most unqualified 

accountants generate inaccurate information and so result in failure of organizations to 

achieve desired goal.  

Management accounting information is not only necessary for evaluation of the past and 

keeping the present on course; it is useful in planning the future of the enterprise. 

According to Collier and Gregory (2010), “this planning we may conventionally call 

budget/budgeting targets, which give meaning and direction to operations of the 

organization within a defined period. At the end of the budget period the external results are 

compared with budgeted performance and discrepancies (variance) are analysed for 
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purposes of exposing the causes so as to prevent re-occurrence.  Decision-making is one of 

the key factors that lead to mild development (growth) of private companies in Africa 

(Kaberuka, 2014). There is no evidence in the support of the use of management accounting 

information in the decision-making of Not-for-Profit Organization while those Not-for-

Profit Organizations plays an important role in social and economic development of 

Rwanda (MINECOFIN, 2010). It is within this context the study analyses the effect of 

management accounting information in the decision making of not for profit making 

organisation.  

The conceptual framework shows the relationship between variables. The independent 

variable which is management accounting system is measured by costing, budgeting, CVP 

analysis, variance analysis, pricing, financial report, financial statement analysis and the 

dependent variable which is decision-making is measured by strategic decisions and 

operation decision. In addition, it also shows other variable which affect the dependent 

variable which are management style, environment, objectives and goals. 

Management accounting:  Decision-making: 
� Costing   
� Budgeting  � Strategic Decisions  
� CVP analysis   � Operation Decisions  
� Variance analysis   
� Pricing   
� Management Reports   
� Financial statement analysis 
� TQM 

  

   
   
 Moderating variables  
 � Environment  
 � Management style  
 � Objectives  
 � Society  
 � Goals  

                              Figure 1: Conceptual framework  

Management accounting tools play a vital role in business decision-making process 

(Pellinen, 2003). Management accounting consists of a set of tools that have been proven to 

be useful in making decisions involving cost data, price and profit. The costing system 

provides to the obtainable knowledge of costs, and it builds the basis for numerous 
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decisions like as determining prices, estimating the profit. Profitability is used especially 

for making decisions relating to suspended operations of organization. Nowadays, 

accounting tools apply differ from organization (Pellinen, 2003). A tool that proves to be 

very effective in an organization, however, it may fail in another organization. Different 

information is required for different purposes, so the organization must focus on the 

different accounting tools to support the decision-making process.  

In order to take a decision on financial matters managers need lots of different information 

for forecasting; preparation of budget plans; about plans and objectives; on the actual 

results and their comparison with the plan or objective. These different types of information 

provide the grounds for financial planning and control as well as allow taking of 

knowledge-based decisions regarding the enterprise future, production, services, 

departments (Atkinson & Brown, 2012). 

Garrison & Noreen (2005) defines financial statement analysis as a methodical and 

systematic analysis and interpretation of the data as disclosed in the balance sheet and 

income statement with a view to extract necessary and relevant information for proving 

them to the management for determining liquidity, solvency, profitability, activity and the 

managerial performance of the enterprise. Various tools of Financial Statement Analysis 

such as Comparative Financial Statement, Common-Size Statement and Ratio analysis are 

frequently used in Management Accounting for analysis and interpretation of financial 

statements. 

A statement of cash flows reports the cash receipts and cash payments of an organization 

during a particular period (Horngren et al., 2008). It is widely used as a tool for assessing 

the financial health of an organization. Other important purposes of maintaining this 

statement are to predict future cash flows, to evaluate management’s generation and use of 

cash and to determine a company’s ability to pay interest, dividends, and to pay debts when 

they are due. The relationship between cost-volume-profit is ascertained by the technique 

“Cost-Volume- Profit Analysis”. This technique attempts to analyse the impact of change in 

price, cost, and volume on the profitability of the business. For the Not-for-Profit, the 

profitability means the satisfaction of stakeholders’ ratio (Kaplan, 2010). 

The most popular approach to continuous improvement is known as total quality 

management.   TQM is an approach to improving the competitiveness, effectiveness and 

flexibility of a whole organization.  
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It is essentially a way of planning, organizing and understanding each activity, and depends 

on each individual at each level.  TQM is also a way of ridding people’s lives of wasted 

effort by bringing everyone into the process of improvement, so that results are achieved in 

less time. The methods and techniques used in TQM can be applied throughout any 

organization (Kaplan, 2010)  

According to Atrill and McLaney (2009), whether a decision is good or acceptable depends 

on the goals and objectives of management. Consequently, a prerequisite to decision-

making is that management have set the organization’s goals and objectives. For example, 

management must decide strategic objectives such as the company’s product line, pricing 

strategy, quality of product, willingness to assume risk, and profit objective. Bound et al. 

(2005), point out that, in setting goals and objectives, it is useful to distinguish between 

strategic and tactical decisions. Strategic decisions are broad-based, qualitative type of 

decisions which include or reflect goals and objectives. Strategic decisions are non-

quantitative in nature. Strategic decisions are based on the subjective thinking of 

management concerning goals and objectives. 

Tactical decisions are quantitative executable decisions which result directly from the 

strategic decisions. The distinction between strategic and tactical is important in 

management accounting because the techniques of management accounting pertain 

primarily to tactical decisions.  Examples of strategic decisions and tactical decisions from 

a management accounting point of view include: Cash Maintain minimum level without 

excessive risk Specific level of cash; Accounts receivable Sell on credit Specific credit 

terms; Inventory Maintain safety stock Specific level of inventory and Price Be volume 

dealer by Specific price setting price lower than competition (Fremount et al., 2008) 

The tools in management accounting such as C-V-P analysis, variance analysis, budgeting, 

and incremental analysis are not designed to deal with long range objectives and decision. 

The only tools that look forward to more than one year are the capital budgeting models. 

Consequently, the results obtained from using management accounting tools should be 

interpreted as benefits for the short-run, and not necessarily the long-run.  
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2. Methodology

3.1. Research design�

The study design was based on a multi-method strategy which used both qualitative and 

quantitative research strategies. A case study and a survey strategy were used in this study. 

This helped to have a triangulation of different strategies. According to Bryman & Bell 

(2003), a multi-method strategy occurs when more than one research strategy and data 

source are used in a study of social phenomena.  

3.2. Study population, sample size and selection procedure

In this research, a survey was made from 50 not for profit making organisation located in 

Northern Province. However, the study only targeted those employees that are acquainted 

with decision-making.  The sample size was calculated using the Raosoft sample size 

calculator. Basing on the sample size calculator, a sample of 46 respondents was 

determined.  The respondents within the selected population were selected purposively. 

Since the study required people with technical knowledge about the study, the respondents 

within each sample was selected using purposive judgement.  

3.3. Data collection techniques and tools�

In order to address the objectives of the study, primary data was collected by holding in-

depth interviews using interview guide with financial institution manager on their coverage. 

These in-depth interviews involved discussions between the researcher and the respondents 

on the management accounting information in decision-making.  This approach was 

consistent with the work of Kothari (1998) and Saunders et al. (1999) who argued that in-

depth interviews constitute one of the vital approaches for understanding phenomena that 

have not been significantly studied. During the interview, a set of questions were designed 

to guide the researcher in the interview process.  The quantitative was collected using one 

sets of questionnaire. The questionnaire was designed using a five point scale, both closed 

and open ended questions were used. Open ended questions were seeking the views of 

respondents on the subject matter.  The last approach that was used in data collection is the 

documentation of literature search. Secondary data is the data which may be used by raw 

data if there has been little if any processing or compiled data that have been received some 

of selection or summarising (Saunders et al., 1999).   



��������	
��������
���������	�������� ����	����������������������������������������������           

60       

3.4. Data processing and analysis�

The data that was collected through interview was edited and imported into SPSS through 

rich text format. Data was classified and organised into themes using mother and child 

nodes.  Themes were merged and modified as meaning was attached to the data being 

analysed.  The coding resulted into concepts that were used to identify the emerging 

relationships amongst the different variables. The survey data that was generated from the 

questionnaires was analysed using both exploratory and confirmatory statistical techniques. 

After receiving the completed questionnaires from the field, a data entry capture template 

was designed in the Statistical Package for Social Scientists (SPSS) which was used for 

data entry. After data entry and cleaning up, exploratory statistical data analysis was 

conducted using frequency distribution tables to summarise and display the respondents’ 

views on the questions under study. The relationship between variables was analysed using 

�� �����	�
� �
��
���� 
��������� �� ����������� �
�� ��� �� �� ��� ��� considered for the 

significance of the variables.  Decision making (D) = f(costing (c ), budgeting (b), CVP 

analysis (CVP), variance analysis (V), pricing (P), management reports (MR), financial 

statement analysis (FS), TQM (T) 

����������������!"����#�$%�� �&$�����%����'*+����-/3����45���6 

3. Results and Discussion 

In order to establish the level of the use of management accounting information in the 

decision-making of IFDC, the respondents were asked to rate the frequency of the use of 

management accounting information. The results in the table 1 show that 15.2% of the 

respondents indicated that they sometimes use management accounting information in the 

decision-making, 69.6% of the respondents indicated they frequently use the management 

accounting information and 15.2% indicated that they always use management accounting 

information in the decision-making.  The results from the survey revealed that management 

accounting is a key component in the decision-making. This is due to the fact that there are 

no respondents that indicated that they don’t use management accounting information in 

their day to day decisions. This, therefore, means that management accounting information 

is a key tool in the decision making process.  
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Table 1: Frequency of the use of management accounting information in decision-

making 

Question: How frequently do you use Accounting information in strategic (long-term) 

decision-making? 

 Responses  Frequency Percent Valid Percent Cumulative Percent 

Valid sometimes 7 15.2 15.2 15.2 

frequently 32 69.6 69.6 84.8 

always 7 15.2 15.2 100.0 

Total 46 100.0 100.0  

 

In order to establish the importance of management accounting technique in relation to the 

level of the use, the respondents were asked the reasons as to why they use management 

accounting information in their decision-making process. The results in table 2 show that 

32.6% of the respondents use management accounting information in order to have basis of 

making decision, 34.8% use management accounting information in order to increase the 

accuracy of the decision made and 32.6% of the respondents use management accounting 

information because making decision is impossible without management accounting 

information.  Results from the survey as indicated in the table above show that management 

accounting information is very important to the decision-making. Various users have 

different reasons as to why they use management accounting information.  
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Table 2: Reasons for the use of management accounting information�

Question: Why do you use Accounting information for decision-making  

 Reasons  

Frequency Percent Valid percent 

Cumulative 

percent 

Valid to have basis of 

decision-making 
15 32.6 32.6 32.6 

to increase the accuracy 

of decisions 
16 34.8 34.8 67.4 

decision is not possible 

without management 

accounting information 

15 32.6 32.6 100.0 

Total 46 100.0 100.0  

 

In the table 3, respondents were asked whether they use management accounting 

information in the strategic decision of the organisation. Results from the survey show that 

41.3% of the respondents strongly agreed that they use management accounting 

information in the strategic decision, 56.5% of the respondents agreed whereas 2.2% of the 

respondents were not sure. The results as indicated above imply that the majority of the 

respondents agreed that they use management accounting information in the strategic 

decision of the organisation. This, therefore, means that management accounting 

information is key tool in the strategic decision-making process. 
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Table 3: Use of accounting information in strategic and tactical decisions�

Question: Do you use accounting information in strategic and tactical related decisions  

 Responses  Frequency Percent Valid Percent Cumulative Percent 

Valid Strongly 

Agree 
19 41.3 41.3 41.3 

Agree 26 56.5 56.5 97.8 

Not Sure 1 2.2 2.2 100.0 

Total 46 100.0 100.0  

 

Operations decisions are very important in the effective and efficient management of the 

organisation. According to Maskel (1989), operations decisions are the means the 

organisation uses to achieve the strategic objectives of the organisation. This, therefore, 

implies that poor operations decision may lead the organisation to fail to achieve its 

strategic and tactical objectives and goals. In table 4, respondents were asked whether they 

apply management accounting information in the decision-making process. 52.2% of the 

respondents strongly agreed that they apply management accounting information in the 

operations decision, 41.3% of the respondents agreed and 6.5% of the respondents were not 

sure.  As indicated in the table above, the majority of the respondents (93.5%) agreed that 

they use management accounting information in the operations decision of the organisation. 

This, therefore, means that management accounting information is very fundamental in the 

decision-making process of the organisation. 

Table 4: Use of accounting information in operation decision�

Question: Do you use accounting information in operations related decisions  

 Responses  Frequency Percent Valid Percent Cumulative Percent 

Valid Strongly agree 24 52.2 52.2 52.2 

Agree 19 41.3 41.3 93.5 

Not sure 3 6.5 6.5 100.0 

Total 46 100.0 100.0  

 

Literature provides various management techniques that are used in the decision making. 

Each technique provides very important information for the decision making. The results in 
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the table 5 show the various management techniques used by not for profit making 

organisations in the decision making. 91.3% of the respondents indicated the of cost 

accounting information. 97.8% indicated the use of financial report in the decision making, 

91.3% indicated the use of CVP analysis in the decision making, 97.8% indicated the use of 

budgeting in the decision making and 95.5% indicated the use of management reports. The 

results from the survey show that management uses various management techniques in the 

decision making. However the results show that financial reports analysis, budgeting and 

management reports as the most used techniques in the decision making. 

 

Table 5: Management accounting techniques used in IFDC 

Techniques  Frequency  Percentages  

Cost Accounting  42 91.3 

Financial Reports analysis 45 97.8 

CVP Analysis 42 91.3 

Budgeting  45 97.8 

Variance Analysis 43 93.5 

Management Reports  44 95.5 

TQM 41 89.1 

 
  

 The results in the table 6 analyses the statistical significance of management accounting 

variables and decision making of not for profit making organisations. The results from the 

survey showed that there is strong relationship between management accounting and 

decision making. The results as measured by R-square and adjusted R- square show that of 

the total variation in the decision making of the not for profit making organisation, 96.2%  

and 87.1% respectively is caused by management accounting. The most significant factors 

to this relationship are financial statement analysis, management reports, CVP analysis, and 

budgeting and variance analysis. This can be expressed as; 

 

D = 0.895 + 8.20C + 0.358B + 3.311CVP + 1.255V + 2.763MR + 0386FS + 2.541T 
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Table 6: Determinants of Decision Making 

Model R R Square 
Adjusted R 

Square Std. Error of the Estimate 

1 .981a .962 .871 1.046 

a. Predictors: (Constant), Pricing, Budgeting, TQM, Variance analysis, costing, management reports, 
financial statement analysis, CVP analysis.  

Coefficientsa 

Model 

Unstandardized Coefficients 
Standardized 
Coefficients 

t Sig. B Std. Error Beta 

1 (Constant) .895 .262  5.458 .005 

Budgeting .358 .109 1.538 3.027 .028 

Variance analysis 1.255 .505 .109 2.485 .044 

Costing analysis  8.020 4.907 .44 1.634 .087 

management reports 2.763 .252 2.102 10.964 .000 

financial statement 
analysis 

.386 .042 2.012 9.190 .000 

CVP analysis. 3.311 .606 1.194 5.464 .004 

TQM 2.541 1.321 .524 1.924 .065 

a. Dependent Variable: Decision Making     

 
This section fills the gaps that were identified in the current literature based on the findings 

of the study. A decision information model (Fig. 2) has been developed to fill the gap in the 

present literature. The model was named before the author’s name. The model shows the 

key information that is required to make a decision.  
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Figure 2: Twesige’s decision information model �

From the descriptive model of the basic features and assumptions of the management 

accounting perspective of business, it is easy to recognize that decision-making is the focal 

point of management accounting. The concept of decision-making is a complex subject 

with a vast amount of management literature behind it. In order to make a decision, 

managers need a vast of information. This information may be both financial and non-

financial. Organisations need to prepare budgets and then carries out a variance analysis in 

order to control the actual performance and the budget. Costing information facilitates the 

preparation of the budgets, CVP analysis, variance analysis, and the total quality 

management. Therefore, decision making (DM) is a function of financial information (FI), 

non-financial information (NFI), financial statement analysis (FSA), evaluation of 
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information (EI), costing information (CI), variance analysis (VA), cost volume and profit 

analysis (CVP), budgeting (B), total quality management (TQM).  

������0 ���1�	����2
�	����3�������4	����5�	����6VA + �7�������8�����9������ 

6. Conclusion and recommendations 

Management accounting information is a key input to the decision making. Managers at all 

level of the organisation should employ various management accounting information in 

their decision making process. Management accounting succeeded to convert challenges to 

opportunities. Management accounting information extends services to various 

organisations.  Decision makers must be equipped with the new technology and 

management accounting. Based on the results coupled with the theories from the previous 

studies, the following recommendations were suggested. The organisation should provide 

periodic training to the employees on the new rules, regulations and accounting technique 

in order to enable them to compile up to date information for the decision making.  The 

accounting system and the computer system should be flexible to accommodate the changes 

in the accounting rules, regulations and techniques. All the organisation processes should 

be automated to enable quick decision making.  Decision support systems should be 

installed and integrated in the management accounting information system in order to 

simplify the decision making process techniques.  
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