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Abstract: Management accounting within financial institutions facilitates strategies, governance, risk
management, and financial performance. Financial institutions, such as insurance companies, rely on management
accounting for strategic planning to develop policies and set rates that reflect associated risk. The Malaysian
insurance sector is projected to reach RM70.3 billion by 2027; hence, it is imperative for the insurance industry to
thrive and maintain its competitiveness. As insurance companies continue to grow, it is important for them to
incorporate management accounting into their planning, control, and decision-making. The objective of this study
was to examine the influence of variables such as competitive pressure, accountability, information technology, and
management interest level on the application of management accounting in the Malaysian insurance industry. As
there is still a lack of studies, especially in the Malaysian context, the aim of this research was to study the possible
influence that these variables may have on the application of management accounting in Malaysia. Subsequently,
this would enable policy makers to implement strategies that encourage the adoption of management accounting
applications in the Malaysian insurance sector. The study used a deductive approach with questionnaires distributed
to 200 employees in the middle and top-level management in the insurance sector. SPSS was used for data analysis.
The results of the study revealed that accountability, information technology, and management interest level had
significant positive relationships with the application of management accounting in the Malaysian insurance
industry. The findings of this research revealed that the insurance sector places importance on the application of
management accounting because of accountability, information technology, and management interest level. The
Ministry of Finance, the National Bank of Malaysia (Bank Negara), and accounting bodies must continuously work
toward ensuring that insurance companies use appropriate management accounting tools and techniques to
effectively manage their resources and remain profitable. The implications of the research findings in this study are
discussed.

Keywords: application of management accounting, competitive pressure, accountability, information
technology, management interest level.
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1. Introduction

Management accounting is the process of
identifying, measuring, accumulating, analyzing,
preparing, interpreting, and communicating

information to enhance a company’s existing and
future operations [1]. Management accounting enables
an organization to improve the quality and efficiency of
information received and managed, improve the
performance of the operation, control risks, and make
short and long-term development forecasts accurately
[2]. Consequently, with the development of
management accounting as a multidisciplinary
management tool, companies now have a more
effective and efficient way to determine and
subsequently implement their business strategies and
make accurate decisions using accurate information
generated from management accounting [3].

In today's competitive business landscape, every
company across all sectors endeavors to gain a
competitive advantage to thrive and succeed. These
organizations also need to maintain a sustainable
competitive edge. Therefore, organizations must use
various strategies to maintain their competitive
advantages. However, planning and developing a
strategy undoubtedly requires accurate information
from both internal and external environments [4].
Furthermore, the professional knowledge and skills of
the company’s management personnel play an
important role in evaluating and determining the
company’s operating performance. They require
accurate information to support management in
developing strategies and policies and planning and
monitoring the company’s operations. Hence, the
application of management accounting in companies is
a necessity.

The insurance industry is one of the many industries
that require management accounting application in
their strategic planning. Insurance companies play a
crucial role in driving economic growth by serving as
financial intermediaries and offering risk transfer and
indemnification services. They enable businesses and

individuals to manage various risks more effectively
and help mobilize domestic savings [5]. Furthermore,
the insurance sector plays a crucial role in the economy
as it serves as a significant investor in financial
markets. Additionally, insurers are increasingly
forming partnerships with banks to ensure the financial
stability of both households and businesses by
providing risk insurance. The insurance industry is a
major component of the economy by virtue of the
amount of premiums it collects, the scale of its
investment and, more fundamentally, the essential
social and economic role it plays in covering personal
and business risks [6]. Although the Malaysian
insurance sector is projected to reach RM70.3 billion
by 2027 [7], [8] found that Malaysia’s insurance and
Takaful sectors are projected to see a modest rise in
demand for coverage in the first half of 2024 according
to a report by Aminvestment Bank Bhd Malaysia. This
forecast was impacted by uncertainties surrounding
interest rate fluctuations, inflation in developed
economies, heightened household debt, and cost-of-
living pressures. These factors may be exacerbated by
the extension of subsidy rationalization to RON95 fuel
in Malaysia. Furthermore, the insurance industry in
Malaysia requires a management accounting
application due to changing customer needs and
preferences [9].

An analysis of previous studies was conducted to
investigate the impact of organizational structure,
environmental uncertainty, advanced production
technology, just-in-time practices, integrated quality
management, organizational size, culture, and human
resources operations on management accounting
applications [10], [11]. However, there is still a lack of
studies examining the relationship between competitive
pressure, accountability, information technology, and
management interest level in management accounting
applications within the insurance industry, especially in
Malaysia [10]. In Malaysia, with the rise in medical
costs, aging population, and strong demand in the
Islamic banking [12], the insurance sector will see stiff
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competitive pressure, hence the need for management
accounting applications to increase market share and
penetration. Furthermore, accountability is also a
priority. According to [13], Islamic insurance has been
in place 32 years since its inception in Malaysia.
However, the level of governance has yet to receive
widespread coverage in this industry, especially from
the accountability perspective [13]. Information
technology is another important factor affecting
management accounting applications in the Malaysian
insurance industry. In light of cybersecurity threats
faced by insurance companies, management accounting
applications can play a crucial role in safeguarding
systems, networks, and programs from potential digital
attacks [14]. Lastly, the management interest level is
another factor that influences the application of
management accounting within the insurance industry
in Malaysia. With the growing regulatory requirements
that demand data availability and transparency, the
involvement of senior management becomes essential
[15]. Therefore, the aim of this study was to examine
the potential relationships between competitive
pressure, accountability, information technology, and
management interest level in relation to the application
of management accounting within the insurance
industry, particularly in Malaysia. The results of this
research would not only enrich the current literature but
also establish awareness and advocate the appropriate
measures needed to enhance management accounting
application within the insurance industry in Malaysia.
Most importantly, the findings of this study contribute
to both theory and practice.

2. Literature Review

2.1. Competitive Pressure

Alsheibani et al. [16] stated that competitive
pressure is the threat of losing a competitive edge in the
external environment, which may encourage a
company to implement a new innovation. A study [17]
in Durban, South Africa, found that 84% of
manufacturing SMEs in the Durban area claimed that
competitive pressure has a vital impact on the adoption
of management accounting in their businesses.
Considering the fierce competition among companies
in Durban, these findings emphasize the need for
companies to adopt management accounting to increase
their competitive edge. Another similar study [18]
found that competitive pressure affects the use of
appropriate  management accounting, which is
necessary for achieving a competitive advantage.
Furthermore, because managers face intense
competition, the use of management accounting is
crucial for improving decision-making procedures [19].
Research [20] conducted in Sri Lanka found that
competitive pressure is a crucial factor for companies
to invest in advanced management accounting. In
addition, the study in Libya shows that there is a

significant relationship between competitive pressure
and the application of management accounting. This is
because it is essential for companies to maintain
competitiveness and adapt to evolving environments. It
offers a substantial competitive edge by directing
managerial decisions, incentivizing behaviors, and
fostering the necessary cultural values to reach
strategic goals [21]. In addition, [22] conducted a
survey in Hanoi, Vietnam, which revealed a significant
relationship between competitive pressure and the
application of management accounting. The results
showed that when market competition intensifies, the
demand for the use of management accounting also
increases. The success of a company is heavily reliant
on managerial decisions that are supported by
accounting information, especially management
accounting. Meanwhile, another study [23] revealed
that competitive pressure has a significant positive
effect on the application of management accounting.
The results showed that management accounting is
necessary for companies that operate in a flexible and
dynamic manner, resulting in these companies growing
and becoming stronger. The effectiveness of applying
management accounting can assist companies in
determining unnecessary resources to reduce and
minimize any market challenges that arise at this stage
due to the competitive intensity and complexity of the
business environment. Based on this literature review,
we proposed the following:

H1: There is a significant positive relationship
between competitive pressure and the application of
management accounting within the insurance industry
in Malaysia.

2.2. Accountability

According to [24], accountability is a form of social
incentive entailing a requirement for self-justification
and possibly helping to ensure the optimal preparation
of information for managerial decision-making
purposes. Salmanzadeh et al. [25] found that enhancing
transparency and accountability while preventing
corruption affects the management accounting control
system utilized within an organization. Fehrenbacher et
al. [26] found a significant relationship between the
role of accountability and capital project choice. The
authors found that holding reviewers accountable for
how they arrived at their decisions serves to lessen the
impact of positive affective reactions. Thus, companies
should consider implementing policies and procedures
that promote accountability by requiring reviewers to
provide explanations and justifications for their capital
project choices. Tiron-Tudor and Deliu [27] stated that
management accountants will increasingly have to
share accountability and responsibility for classical
management accounting analysis (i.e., analyses of
profitability for customer and product mix decisions,
capital budgeting valuations, decisions on outsourcing,
stock optimization, and incentive system design with
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other functions). Furthermore, [28] stated that the
practice of risk management contributes to a shift from
a legalistic compliance focus to a greater accountability
focus that emphasizes performance measurement and
strategy formulation. Lastly, according to [29], in the
insurance industry, the demand for specialized roles at
higher levels of the organizational structure has
increased due to the need for accountability to clients.
This has had an impact on insurance companies’
management accounting applications in their decision-
making processes. As a result of the need to be
accountable, an organization’s divisional levels’
discretionary decisions are constrained by the group-
level pricing and customer models. Based on this
literature review, we proposed the following:

H2: There is a significant positive relationship
between accountability and the application of
management accounting within the insurance industry
in Malaysia.

2.3. Information Technology

Information technology, as defined by [30], refers to
the use of computer systems and devices to assess
information that may affect the performance of a
company. With the rapid development of science and
technology, especially information technology,
companies cannot neglect the application of
information technology in the company’s operations
and management. Research [11] in Vietnamese
companies revealed that information technology has a
significant impact on the application of management
accounting. Companies can increase the application of
information technology to automate the process of data
collection and processing, thereby promoting the
application of management accounting techniques.
Moreover, IT automates the management accounting
function and provides the ability to influence disparate
sources of information to gain a competitive advantage
in the marketplace [31]. However, since information
technology has advanced quickly, it has become a
necessity for every business in different industries,
including SMEs. This makes managerial accounting no
longer a unique technique, but a compulsory thing for
every company. Valence [31] showed a significant
relationship between information technology and
management accounting in improving business
performance. In addition, the flow of information
throughout a company may be accelerated by
information technology. In terms of timeliness, IT can
increase the likelihood of achieving effectiveness and
reporting efficiency, as well as in aggregation. In
addition, in terms of integration, information
technology makes it easier for companies to manage
their databases and provide information for
management accounting [32]. Moreover, advanced
information technology can offer information for
management accounting while providing non-financial
information [33]. Empirical findings from [34] showed

a positive relationship between information technology
and the application of management accounting. Based
on this literature review, we proposed the following:

H3: There is a significant positive relationship
between information technology and the application of
management accounting within the insurance industry
in Malaysia.

2.4. Management Interest Level

Management interest level in this study is defined
by [35] as the perception of management accounting by
managers that may depend on their knowledge and
experiences and the extent of managers’ influence on
decisions. According to [11], managers with a high
level of awareness and appreciation of the importance
of management accounting are more likely to apply
management accounting in their companies. The study
revealed that managers’ demand for information has an
important influence on the application of management
accounting in companies. Besides, [36] found that
many managers in China have insufficient
understanding of and exposure to management
accounting applications. Furthermore, most SMEs are
unfamiliar with management accounting and only
concentrate on financial accounting and management
agencies” requirements instead of their actual
management needs. In SMEs, the manager makes all
final decisions and typically affects the development of
the business. Therefore, managers with specialized
knowledge, a high sense of responsibility, and
commitment to the company will have a higher
likelihood of encouraging the company to apply a
management accounting that provides appropriate
information to help improve company performance. In
addition, managers have the right to allocate resources
and make decisions to adopt management accounting.
Hence, the management interest level plays an
important role in the implementation of management
accounting [37]. According to [38], there is a positive
relationship between management interest level and the
application of management accounting. The authors
emphasized that to achieve the highest effectiveness in
management, it is imperative for the company's
managers to possess a thorough understanding of
management accounting and actively advocate its
integration into the daily operations and decision-
making processes of the business. The more far-sighted
the company's managers are, and they have in-depth
insights into management accounting, such as its
functions and how to help the company’s operations,
the management interest level and demand for
management accounting will increase. Based on this
literature review, we proposed the following:

H4: There is a significant positive relationship
between management interest level and the application
of management accounting within the insurance
industry in Malaysia.
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Fig. 1 Conceptual framework (Developed by the authors)

3. Research Method

3.1. Sample

The study was conducted using a quantitative
research method with a deductive approach. A total of
200 questionnaires were distributed to middle and top-
level management from publicly listed insurance
companies. A non-probability sampling method was
used to collect the sample in this study.

3.2. Questionnaire Design

The questionnaire was divided into two sections.
The first section focused on demographic information,
including gender, race, age, the highest level of
education, monthly income, and managerial position.
The second section included questions related to the
independent variables and the dependent variable of the
study. A four-item scale to measure competitive
pressure and management interest level was adapted
from [29]. A four-item scale for information
technology was adapted from [33], and a four-item
scale for accountability was adapted from [13]. Finally,
a four-item scale for the application of management
accounting was adapted from [37]. Each variable in
this study was measured using a 5-point Likert scale
ranging from 1 (strongly disagree) to 5 (strongly
agree).

3.3. Data Analysis

Using SPSS software, the study found that
Cronbach’s alpha coefficient for all independent and
dependent variables was 0.941. This demonstrates that
these variables demonstrate strong reliability and
exhibit a high level of internal consistency, with the
results exceeding 0.7. Cronbach’s alpha values for each
independent and dependent variable are tested and
represent values higher than 0.7. Cronbach's alpha
value is 0.866 for management accounting, 0.732 for
competitive pressure, 0.732 for accountability, 0.774
for information technology, and 0.797 for management
interest level. Hence, Cronbach’s alpha values
demonstrate that the overall consistency and reliability
of the data are acceptable. The Z-score calculation for
normality was -2.895, which is within -3.29 < Z > 3.29.
Furthermore, the linearity test assumption was met
based on the randomized pattern of the scatter plot.

3.4. Demographics of the Respondents

The study participants consisted of 50.5% females
and 49.5% males. Among the respondents, Chinese
individuals were the most prevalent, making up 58.5%
of the total sample. Indians accounted for 22.5% and
Malays for 18.5%. The age range of the participants
was divided into five groups: below 25 years old, 26-35
years old, 36-45 years old, 46-55 years old, and above
55 years old. The largest proportion of respondents fell
within the 26-35 age bracket (38.5%), followed by the
36-45 age group (25%). The majority of participants
held a Bachelor's degree, comprising 70% of the
sample. In terms of monthly income, 37% of
respondents earned between RM5,001 and RM6,000,
while 23.5% earned between RM6,001 and RM7,000,
and 21% earned less than RMS5,000. Additionally,
46.5% of participants were classified as middle-level
management, while 53.5% were categorized as top-
level management. Table 1 shows the respondents’
demographic profiles.

Table 1 Respondents’ demographic profiles (Developed by the authors)

Demographic features

Frequency Percentage

Gender Male 99 495
Female 101 50.5
Race Malay 37 185
Chinese 117 58.5
Indian 45 225
Others 1 0.5
Age Below 25 years old 46 23.0
26-35 years old 77 385
36-45 years old 50 25.0
46-55 years old 23 115
Above 55 years old 4 2.0
Highest Education level O levels 11 55
A levels/diploma 14 7.0
Bachelor’s degree 140 70.0
Master’s degree 34 17.0
Doctoral degree 1 0.5
Income level < RM5,000 42 21.0
RM5,001-RM6,000 74 37.0

RM6,001-RM7,000 47 235
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Continuation of Table 1

RM7,001-RM8,000 20 10.0
RM8,001-RM9,000 10 5.0
> RM10,000 7 35
Management Level Middle level 93 46.5
Higher level 107 53.5

4. Results and Discussion

4.1. Pearson’s Correlation

The relationships between competitive pressure,
accountability, information technology, and
management interest level were examined toward
management accounting application in the Pearson
correlation test. The findings revealed that competitive

pressure had a correlation coefficient of 0.462,
accountability had a coefficient of 0.539, information
technology had a coefficient of 0.514, and management
interest level had a coefficient of 0.581. Table 2 shows
the results of the Pearson correlation test. The four
variables had significant linear relationships with
management accounting applications, with a p value of
less than 0.01.

Table 2 Results of the Pearson correlation test (Developed by the authors)

Management Competitive Accountability Information Management
Accounting Pressure Technology Interest Level
Application
Intention to Use Pearson’s 1 462 .539 514 .581
an E-Wallet Correlation
Sig. (2 <0.01 <0.01 <0.01 <0.01
tailed)
N 200 200 200 200 200

4.2. Multiple Regression Analysis

The Durbin-Watson test yielded a value of 2.090,
falling within the acceptable range of 1 to 3. The
Durbin-Watson test results indicate no autocorrelation
among the residuals (homoscedasticity). The R square

shows a value of 0.438, meaning that 43.8% of the
variance in the dependent variable can be attributed to
the independent variables. Table 3 shows the model
summary.

Table 3 Model summary (Developed by the authors)

Model Summary®

Model R R Square  Adjusted R Square  Std. Error in Estimation  The Durbin-Watson Test
1 .662° 438 427 67621 2.090
According to the ANOVA analysis, the p-value is management interest level toward management

0.001; hence, the model is statistically significant.
Therefore, the model is considered fit for further
analysis. The F value of 38.009 indicates that the
conceptual model is strongly significant and that the
variation is not totally accounted for by possibility.
Table 4 shows the analysis of variance (ANOVA) in
this study.

Table 4 Analysis of variance (ANOVA) (Developed by the authors)
ANOVA?

Model Sum of DF  Mean F Significance
Squares Square
1 Regression  69.521 4 17.380 38.009 .001°
Residual 89.166 195 457
Total 158.686 199

The coefficients in Table 5 reveal that H2, H3, and
H4 are accepted as the significance values for
accountability, information technology, and

accounting application were lower than 0.05. The
highest B value obtained in this study belongs to the
management interest level, which is 0.322, hence being
the most central factor affecting management
accounting application. Additionally, accountability
and information technology had positive B values,
which means that when these independent variables
increase, management accounting application also
increases. Finally, the collinearity statistics analysis
was conducted. In this study, the VIF values for all
independent variables were moderately correlated.
Therefore, the result shows no multicollinearity
problem. Table 5 represents the results of the
coefficients, while Table 6 summarizes the hypotheses’
results.

Table 5 Coefficient analysis results (Developed by the authors)

Coefficients
Unstandardized Coefficients Standardized Collinearity Statistics
Coefficients
Model B Std. Error Beta t Sig Tolerance VIF
Constant .605 .248 2445 015
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Continuation of Table 5

Competitive pressure 130 .070
Accountability .236 .083
Information technology 161 .070
Management interest level .322 .070

125 1.868 .063  .643 1.555
.206 2.853 .005 554 1.804
161 2278 .024 577 1.734
.322 4.627 <.001 .596 1.678

Table 6 Summary of the hypothesis results (Developed by the authors)

Significance Results Gradient (Beta, p)
H1 There is a significant positive relationship between competitive pressure  .063 Rejected 130
and the application of management accounting within the insurance
industry in Malaysia.
H2  There is a significant positive relationship between accountability and .005 Accepted .236
the application of management accounting within the insurance industry
in Malaysia.
H3  There is a significant positive relationship between information .024 Accepted 161
technology and the application of management accounting within the
insurance industry in Malaysia.
H4  There is a significant positive relationship between the management <.001 Accepted 322

interest level and the application of management accounting within the

insurance industry in Malaysia.

5. Conclusion

The results of this study showed that accountability
has a significant positive relationship with the
application of management accounting within the
insurance industry in Malaysia, similarly to past studies
[25-29]. Accountability is a necessity in the Malaysian
insurance sector as the industry is governed by the
Financial Services Act and regulated by the Malaysian
National Bank (Bank Negara Malaysia), the country’s
central bank. Similarly to previous research findings,
information systems have a significant positive
relationship with the application of management
accounting within the insurance industry in Malaysia
[11, 31-34]. Artificial intelligence, for example, would
help the insurance sector by automating repetitive
tasks, making forecasting and budgeting more accurate
in management accounting [39]. Finally, management
interest level was also found to have a significant
relationship with the application of management
accounting within the insurance industry in Malaysia,
similarly to past studies [36-38]. Management interest
level in the application of management accounting may
be driven by the need for a stronger and more
integrated planning and performance management
system [15]. This may also explain why management
interest level has the highest B compared with the other
independent variables, hence being the.

This study examined the factors that affect the
application of management accounting within the
insurance industry in Malaysia. According to the
findings, accountability, information technology, and
management interest level have a significant positive
relationship with the application of management
accounting within the Malaysian insurance industry.
Therefore, the study’s theoretical contribution is the
extension of the contingency theory with emphasis on
variables such as management interest level,
accountability, and information technology, which
have a significant relationship with the application of
management accounting within the Malaysian

insurance industry. The practical contribution of this
study is that it encourages Malaysian policymakers and
professional bodies to collaborate on implementing
policies that promote the utilization of management
accounting for strategic planning, decision-making, and
integrated reporting. The management accounting
system within the insurance industry can provide
insights into financial risks, sales performance, and
value management. To effectively leverage this system,
it must be built on a multi-criteria approach and utilize
modern information technologies. Therefore, it is
imperative for the insurance sector to adopt and
implement management accounting [40]. Furthermore,
this research provides insurance companies with a
deeper understanding of the factors that influence the
intention to apply management accounting. This study
can assist the insurance sector in training employees to
utilize Al for analyzing historical data to forecast future
patterns and trends, particularly in the realm of risk
assessment. Also, accountability to stakeholders in
providing the right information to customers by using
proper management accounting techniques would
improve financial reporting. Furthermore, due to the
significant interest among management in utilizing
management accounting, it is imperative that proper
training be provided to enhance planning and reporting
techniques. This will contribute to the creation of value
for stakeholders. In addition, this study assists
insurance companies in comprehending the advantages
of incorporating management accounting to improve
their strategies, governance, risk management, and
financial performance through more effective planning.
Additionally, it will enable the insurance sector to
concentrate on methods that can boost management
interest, accountability, and the utilization of
information technology, such as artificial intelligence,
cloud computing, and big data analytics, to enhance
their services and strategic and analytical capabilities.
Finally, this study is beneficial to other researchers
who are interested in conducting future research on the
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application of management accounting. Future
researchers can use this study to delve deeper into a
related topic. The focus of chief financial officers in
insurance companies would be on well-informed data
to gain critical financial insights, ensure timely access
to information, and analyze both internal and external
data to assess the profitability of products. This can be
achieved through the implementation of management
accounting [41]. The scientific novelty of this study is
revealing that insurance companies may not be
prioritizing competitive pressure in their application of
management accounting. This lack of focus could be
attributed to the post-pandemic resilient demand, the
recovery of business activities, and the need for higher
levels of life or medical coverage [42].

6. Limitations and Future Research

There are a few limitations in this study; however,
these limitations can be used to conduct future studies.
First, it would be important to conduct this study as a
longitudinal study. Furthermore, variables such as
cybersecurity, risk management, and currency risk may
be included in this study for testing the relationship
with the application of management accounting in the
Malaysian insurance industry. The results of this study
promote appropriate policies that will enhance the use
of e-wallets among Malaysians. The involvement of the
Malaysian government, policymakers, and professional
bodies is crucial in enhancing the utilization of
management accounting applications in Malaysia.
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