The Effect of Inter-organizational Relationships and Life Cycle Stage on the Usage of Strategic Management Accounting and its Reflection on the Performance of the Egyptian's Manufacturing Business Units: An Empirical Investigation

Amr M.S. Abdel Halim

Abstract: 

Contingency-based research in strategic management accounting (SMA) is just starting to be published few years ago, identifying contingencies surrounding the usage of SMA such as competitive strategy, market orientation and company size (Cadez and Guilding, 2008; Cravens and Guilding, 2001). Most of SMA contingency-based research has been conducted in the developed world (i.e., North America, West Europe and Australia). Contingency-based research has been given less attention in the developing countries. Therefore, this study examines the effect of inter-organizational relationships and life cycle stage on the usage of SMA and its reflection on the performance of the manufacturing business units in Egypt. A cross-sectional survey of a sample of 78 Egyptian’s manufacturing business units has been conducted. The study provides empirical evidence that inter-organizational relationships positively influence the usage of SMA. The results also indicate that SMA usage is greater among business units in maturity and revival stages than among business units in a growth stage. More inter-organizational relationships and mature and revival business units place a greater emphasis on SMA usage; compare to less inter-organizational relationships and growth business units. This latter finding suggests a relationship between "inter-organizational relationships–life cycle stage" interaction and the usage of SMA. In addition, the empirical findings of the study show that the usage of SMA is positively associated with business unit's performance. Additional analysis explores that "more inter-organizational relationships–maturity and revival stages–high SMA usage" interaction is positively associated with business unit's performance. This study contributes to the management accounting literature by providing some explanations on the contextual factors that influence the usage of SMA. Finally, the study suggests several avenues for further research.  
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Inter-Organizational Control in a Public – Non-Profit Network: Insights from New Public Management Spreading in France

Nizar Al-Sharif, Paul-Laurent Saunier and Eric-Alain Zoukoua,

Abstract:
New Public Management principles dissemination in different OECD countries including France was not legally generalized to local government and to non-for-profit organizations that work with them. This study aims at understanding how this spreading affects a network of public organizations, and what effects it has on the pre-existing control of their inter-organizational relationships. The results show that legal control, dominant in the network until now, is of little help in controlling the implementation of social and health policies that implies a central issue of service quality. This offers insights to understand why local governments and non-profit organizations establish self-control mechanisms. These mechanisms could be used to meet the stakeholders’ expectations and to communicate with them. We do think that a balancing between “accountability” and “responsibility” might be beneficial for each member within the network, toward a stabilization of the relationships and more transparency in the public policy making process.

Keywords: Inter-organizational control, New Public Management, local governments, “collectivités territoriales”, associations, dynamic and stable networks

Management Accounting Change in a Privatised Electricity Distribution Company
Claudio de Araujo Wanderley and John Cullen

Abstract: 

The main objective of this study is to explain how the management accounting information system of a privatised Brazilian electricity distribution company was shaped by both inter and intra organisational factors. As a consequence, this study seeks to explore the key factors that influenced the dynamics of management accounting change in the privatised company. In so doing, there is a great interest in understanding the complex interaction of both intra-organisational factors (e.g. organisational culture and power relations within the company) and inter-organisational factors (e.g. the electricity sector regulation system) which influenced the process of change in management accounting practices.

This study adopts an interpretive case study as research method to analyse the changes in management accounting that occurred in the case company over a period of 8 years, that is, from 2000 (the privatisation year) to 2007. Face-to-face interviews semi-structured in design constitute the primary method of data collection in this study. For its theoretical framework the study draws upon institutional theory and its extensions, as well as structuration theory to explain the process of management accounting change in the case study organisation. More specifically, this study uses three theoretical frameworks that explain changes in organisations, namely: Dillard et al (2004); Seo and Creed (2002) and Burns and Scapens (2000). 

The analysis of this case indicates that there were profound changes in the case company’s management accounting systems after the process of privatisation. In particular changes were evident in the budgetary system; the performance measurement system; and in the way that managers use the management accounting information. It was also identified that the Balanced Scorecard system played a ceremonial role in the organisation. This study also explores the regulator’s role in the process of management accounting change in the case company as a source of coercive isomorphism.

Keywords: Privatisation; Management Accounting Change; Brazil; Electricity Sector; Institutional theory.
Management Control Systems of Public-Private Partnerships: Evidence on Minimizing Relational Risk and Performance Risk

Ranjith Appuhami, Sujatha Perera and Hector Perera

Abstract:
The paper focuses on the way public partner uses Management Control Systems (MCSs) to minimise relational risk and performance risk associated with PPPs. While a number of studies has highlighted the need for effective management of risks in PPPs and the use of MCSs for that purpose, research on MCSs in PPPs is extremely sparse, and no systematic analysis has been undertaken so far of the use of MCSs in minimising risks in the PPP context. Using the case study of power sector PPP project in Sri Lanka, the study finds that public partners in PPPs use different control archetypes such as market, bureaucratic and clan and control strategies such as performance evaluation and trust to minimise relational risk and performance risk affecting value for money objective. The study also provides evidence that the public partners use control archetypes in conjunction with control strategies in different combinations at different phases of PPPs due to different contingent factors such as bounded rationality, opportunism, asset specificity, transaction frequency and uncertainty.

Keywords: Public-Private Partnerships; Management Control Systems; Relational Risk and Performance Risk

Transforming Practices in Response to Institutional Change: Exploring the Role of Objects

Diane-Laure Arjaliès

Abstract:
This article aims to study how practices are transformed and new practices emerge in response to institutional change. It develops a theoretical model based on ever expanding, institutional theory by combining it with practice theories. In other words, it associates the concept of institutional logics with the concepts of collective inquiry and epistemic object. In particular, the article argues that actors transform their practices, institutional logics and technical objects, by transforming an epistemic object through a collective inquiry. Empirical support is drawn from a three-year longitudinal case study of a French asset management company that attempted to (re)design its equity investment process, following the new development of Socially Responsible Investment (SRI) demands. Research methods are based on the concept of inquiry, developed by pragmatist authors, and combine participative observation, semi-structured interviews and documentary evidence. Theoretical and methodological contributions are outlined for institutional theories and practice theories.

Key-words: Inquiry – Institutional Change – Objects – Practices – Pragmatism

Relationships among Risk and Performance Management: a Comparative Investigation

Michela Arnaboldi, Marika Arena & Tommaso Palermo

Abstract:

In the last decades risk management shifted from a narrow focus on technical analysis to holistic approaches that aim at contributing to long-term sustainability. This entailed the wide-spread diffusion of a more or less standardized set of practices (e.g., enterprise risk management systems, risk committees, risk officers, risk maps). Academic research has recently started to investigate how this escalation of risk practices may affect management control systems and calls for further investigation have been made. In this paper, we aim at contributing to this debate by examining the relationship between risk and performance management. More specifically, we investigate how Enterprise-wide Risk Management (ERM) enters in the domain of planning and controlling performances by analysing two telecommunication companies operating in different contexts (UK and Italy). The cases reveal two dimensions that affect risk and performance management and their relationships: the degree of interaction and the time-frame embraced in the use of risk and performance processes. Based on this evidence, the paper aims at contributing to management accounting research and practice in two ways. First it adds on the growing body of literature on the relationship between risk and performance management; second, it provides a first attempt to investigate differences in the use of risk-based organizational forms across different institutional settings.
Evolution of Management Control Package: A Case from Canon Electronics Inc.

Hirofumi Asada, Hiroshi Adachi and Yasuyuki Kazusa

Abstract:

The purpose of this paper is to conceptualize the process of change within management control system (MCS) packages. The evolutionary framework (TEF) which has been originally developed in organizational studies and economics are utilized for the purpose above. In response to the call for empirical researches on MCS as a package (Malmi and Brown, 2008), we provide a case study in a Japanese manufacturing company to investigate how MCS package has been evolved in the organization. We found that there are two levels of change, which are a level of control packages and that of in-dividual components, and two types of change, which are changes in configuration and functionality. The conceptual framework contributes to the communication between re-searchers who aims to investigate change process of MCS package.
Navigating in a Downturn: The Effects of the Current Economic Crisis on the Use of Management Control Systems

Johannes A. Asel, Arthur Posch and Gerhard Speckbacher

Abstract:

This paper analyzes the role of management control systems (MCS) in the current economic crisis. Due to a dearth of literature regarding the link between MCS and crisis research, we provide an initial synthesis of both streams. Drawing on Simons’ (1994) levers of control (LOC) approach for a holistic analysis of corporate reactions to this external shock, we test a set of exploratory predictions using survey data of Chief Financial Officers (CFOs) from a unique data set of 204 Austrian companies collected in May and June 2009. Regression analysis reveals important effects of the impact of the current crisis measured by perceived environmental uncertainty (PEU) and crisis pressure (CP) on the emphasis placed on the use of MCS. Addressing the debate of interdependence of MCS, we provide evidence that the four LOC constitute complements rather than substitutes in crisis situations. We hence contribute to the existing management control literature by explicitly addressing the effects of crises on MCS and thus aim to address Hopwood’s call (2009) for more research on corporate responses to crisis events from a management control perspective.

Key words: MCS, management control, crisis, economic crisis, MCS usage

Management Control Systems Use, Organisational Capabilities and Performance in Universities: Application of the Resource-Based View

Belete J. Bobe and Dennis W. Taylor

Abstract:
Invoking a resource-based view (RBV), this study investigates relationships between management control systems (MCSs) use, including information use from performance measurement systems (PMSs), and organisational capabilities in the context of academic units of Australian universities. Increased competition and attention to distinctive capabilities amongst universities, particularly at their strategic operating unit level of a Faculty or School, provides the setting for application of this theoretic perspective. The objectives of this study are to (1) identify the dimensions in which Heads/Deans perceive the primary capabilities of their Faculty/School and (2) model various relationships between diagnostic and interactive use of MCSs, attention given to imposed and discretionary types of PMS information, the strength of capabilities of the academic unit and, in turn, performance dimensions of the academic unit. These objectives are investigated using a field survey in which the instrument is administered to a census of all Faculty Deans and Heads of Schools in all 39 universities in Australia. Valid responses were received from 56 Deans and 165 Heads. Principal components factor analysis finds that Heads/Deans conceived capabilities of their unit in functional dimensions, not in generic dimensions as found in prior literature. Partial least-squares analysis is then used for path modelling, and several significant results are obtained. Highlights are that interactive MCS use and imposed performance measures, but not diagnostic MCS use or discretionary performance measures, significantly relate to some or all of the strength of capabilities in the fields of teaching, research and networking, and in turn indirectly relate to performance of the academic unit. The findings have practical implications for styles of control systems use and performance information use by management in universities.

Keywords: management control systems use, diagnostic, interactive, performance measurement systems use, resource-based view, organisational capabilities, performance, and universities.

Institutional Reading of the Implementation of a Managerial Innovation: Acting Dynamics, from its Emergence to its Anchorage

Nazha Bourquia and Nizar Al-Sharif

Abstract:

The concept of managerial innovation has been widely treated in the academic literature, but it could be seen according to several manners (Rogers & Schoemaker, 1971 ; Van de Ven, 1986 ; Burgelman, Kosnik & Van de Poel, 1988 ; Godowski, 2003 ; Alcouffe, 2004). Innovation is seen as being either static or procedural according to the used approach. Consequently, research on the concept would be limited solely to the decision of acceptance - to adopt or not an innovation - or would rather focus on the interaction between its acceptance, diffusion or appropriation as intertwined phases of a same process (Rocher, 2006). 

The institutional stream of thinking is moving in its recent developments towards a reconciliation of "old" and "new" institutionalism in an attempt to overcome the criticisms of neo-institutionalism as proposed by DiMaggio & Powell in their seminal paper in 1983.The works referring to this new stream allow to re-discuss the notion of homogeneity and heterogeneity (Scott, 2008) – the type and the extent of compliance vary from an organization to another – to re-discuss the notion of rational myths (Lounsbury, 2007) and institutional logics, (Thornton, 2004) and the concept of institutional entrepreneurs (Lounsbury & Crumley, 2007 ; Fligstein, 1997). Lawrence and Suddaby (2008) stress the importance of actors, both individual and organizational and analyze their actions in what they call institutional work: the creation, maintenance, disrupting of the institutions of an organizational field. 

Our research is fully associated with these theoretical developments through which we try to read the process of implementation of managerial innovations (management control) in a given organizational field (Moroccan banks) .Our vision is focused on the interconnection between this process of implementation (meaning all phases of evolution of an innovation, from its appearance in the field to its anchorage in the organizations of the field) and the institutionalization of this innovation.

To identify all the elements reflecting this interconnection, we opted for an empirical research: an observation of the steps leading to the anchorage of management control in Moroccan banks. We consider banking management control in Morocco as a managerial innovation and we focus on the case of three banks, as we try to transcript the specificity of the studied field. Following these multiple case studies, we were able to trace the dynamic differentiating the anchoring of control practices within the banking sector in Morocco. Two phases have particularly caught our attention:

- The emergence of management control in banks in Morocco

- Anchoring: a metaphoric image reflecting the differentiation in the degree of conformity of organizations in a field (Banks with regard to their management control systems). 
The role of actors has also been given its importance: initiators, translators, bearers, their actions give meaning to innovation. Their actions invent and re-invent innovation at the level of practice or that of institutional logic.

Keywords: Managerial innovation – Anchorage – Institutionalism – Actors – Banks – Management control Systems.
The Meaning of the Concept Management Control and its Development – an Etymological Study
Krister Bredmar

Abstract:
The meaning of a concept and its context can help us to understand how it should be used and how to deepen the understanding. In working with the development of a theoretical field it is therefore crucial to know and be able to orient onself among the roots and historical descriptions surrounding a concept. In this paper, the starting point has been to derive how the concept of management control has been utilised among researchers that have been published in the journal Accounting, Organizations and Society. The ambition behind this study is to describe how management control has been defined over time and how the meaning may be best described. A question that motivates this paper is: which is the content of management control as a concept, and how has the content changed over time? 

   With help from the etymological approach, the historical development of a concept may be studied. Then mainly the context in which the concept is being used and the meaning of the concept at different times, is of interest. It has long been assumed that, the two words ‘management’ and ‘control’ were first used as a concept in the written form in Anthony’s (1965) important book. Articles that handle the concept of management control, and which are published in Accounting, Organizations and Society, have been selected for this study. 104 articles included these words, but 52 of the articles used the words as a concept and not as two separate words. The authors’ ways of utilising the concept has been reviewed in each article and a compilation of five areas has been made. This paper continues to present a general historical description, followed by a general research summary of the utilisation of references in defining the concept in the articles that have been reviewed. This is followed by a section on the development of, or changes in, the definition and meaning of the concept, and a section on the context of the concept and how it is related to other concepts. The paper ends with an analysis of the concept’s change of meaning over time.

   One way of defining management control is as a process or system which, deals with the behaviour of human beings. 

This is in particular regard to control over resources, decisions and performances which, should then lead to the achievement of defined goals. Three additional categories appear. The first one deals with the fact that the meaning in different ways describes management control as a method or a technique. The second category regards the content or the product that derives from management control. In the third category the individual and behaviour is emphasised to a larger extent. Management control is a concept that still – 30 years after the first studies were published – retains a considerable amount of interest. Though the concept has held different emphasis during the years, a common core may be distinguished. 

Contingent Variables and their Implications for Management Control: Case Study Evidence

Sean Byrne and Bernard Pierce

Abstract:

This study was designed to examine how management accountants (MAs) assist operating managers (OMs) in the performance of their roles. It was primarily motivated by a stream of literature that presents somewhat contradictory findings and presents strong criticisms regarding the roles played by MAs. The theoretical perspectives of management control and contingency theory are employed. A case study of 12 MAs and 12 closely associated OMs is undertaken in subsidiaries of multi-national enterprises. Data were collected using in-depth interviews and analysis of over 50 management accounting reports.

The findings provide evidence of contingent variables that are associated with the roles played by MAs in assisting OMs in their roles, including how MAs get involved in the control process, and how, and indeed sometimes if, control reports are used, head office, regulatory influences, MA alignment to OMs’ functions or processes, OMs’ understanding of the roles of MAs, and managerial preferences. The link between these variables and management control implications of the roles of MAs is explored through the presentation of a ‘3i’ framework. This analyses the management control consequences of individual roles of MAs in assisting OMs in their performance across the axes of impact, information, and interaction. 

Keywords: Management Accountants and Managers, Management Control, Contingency

Management Control Systems and the Nature of Social Constraint

Peter Carroll

Abstract:
The paper is part of on-going post-graduate research into: “Management controls, their limitations, and the nature of social constraint: the implications for corporate governance practice”.  It draws on the literature review and is concerned with current debates within social theory about the nature of social constraint, and the relationship between structure and agency within the structuration process.  A critical realist methodology is adopted within which the research is both theoretical and empirical.
Management is viewed as a social process, and management controls as a form of social constraint.  Identifying the processes involved in the reproduction of management control as a human activity/social system, or structure – i.e. structuration in its generic sense – is fundamental to understanding how they operate, and how they might constraint - and enable - the activities of those subject to them.  Various studies of management accounting change have employed structuration theory, but the concept of social constraint has received little attention.  And, the way in which management controls constrain those subject to them is treated, by default, as largely unproblematic within current management control theory.
Having briefly reviewed the debate surrounding Giddens’s structuration theory, the implications of this debate for the nature of social constraint are considered in greater detail.  Layder argues that the concept of constraint needs bringing in from the ‘cold’ of abstract theoretical discussion so that the issues raised can be studied empirically.  The paper argues that our understanding of management controls and their limitations needs to be based upon an appreciation of the unique nature of social constraint which is always mediated, directly or indirectly, through the doings, motives and intentions of social actors.  The various sources of constraint within social life and, in particular, those arising from within management, as a social process, need to be recognised.  They are not simply structural in origin, and the inter-relationships between them, as well as the influence of other factors upon them, calls for further empirical exploration.

Keywords:  Management control systems; limitations of control; social constraint; structuration theory; structure; agency; realist social theory
Accounting and the Third Enclosure Movement: Beyond Intellectual Property Rights, Debates Concerning Accounting Knowledge, International Accounting Standards and Expertise
Lesley Catchpowle, Nihel Chabrak and Christine Cooper

Abstract:

The recent debate at the American Accounting Association Annual Congress concerning the “privatisation” of AAA journals served as a springboard for considering the “freedom” of accounting knowledge and research. Intellectual property laws come in the form of copyrights, trademarks, patents, and related rights.   Concern has been expressed about intellectual property laws by the legal profession and various social movements sometimes described as the “commons movement”. In this paper we will draw upon the emerging literature of the “commons movement” as a framework for our analysis of accounting knowledge such as international accounting standards.  The paper initially discusses the first enclosure movement and makes analogies with the ‘second movement’ which considers “intellectual” rather than physical land. We consider the debate regarding AAA journals, which is topical enough to allow the authors to highlight some of the ideas surrounding intellectual property and freedom. We then use this debate to address the main focus of the paper which discusses accounting knowledge more generally, through the enforceable adoption of international accounting standards (IAS/IFRS). An understanding of the globalisation of these new standards is important because it represents a new form of enclosure in accounting knowledge. International standards globalized to shape the life of billions of people in the world are architected by a group of few ‘white’ men experts cherishing the market ideology. In this new wave of enclosure, ‘the third enclosure movement’, accountants from big auditing firms and market regulators and agents become the new lords of accounting knowledge. Their expertise substitutes intellectual property (IP) rights to secure their benefits and interests. Above all, such a discussion aims to show the difficulties associated with the co-existence of private knowledge and public interest.

The Purposes of Changes in Management Accounting and Control Systems

Tarek Chanegrih

Abstract:

The aim of this article is to evaluate the changes made to management control systems (MACS) in French manufacturing firms with more than 100 employees. More particularly, the focus is on the frequency, nature, location and purposes of these changes. In addition to enhancing the literature with a conceptual framework that can advance understanding of the heterogeneity of management accounting and control systems change, this article identifies the purposes of the changes made by examining nature and location together. It also highlights the variability of change frequency according to location and nature.

Key words: management accounting and control systems – nature of change – location of change – purpose of change.

Hybrid Management Control Systems in Enterprise Life: Cases from Taiwan Banking Industry

Tai Chih-Yen, Huang Pei-How and Lee Yu-Shin

Abstract:
Management control system (MCS) is a system which helps managers plan and make decisions. With gathering and using information from accounting and organization’s resources, it enables managers to set up various targets towards achieving the organizational strategic goals in details.  Recent MCS-related researches are focusing on how enterprises modify their management control systems in accord with different life stages to react the changes on business climate.  

Simons distinguished management control systems into four sub systems: beliefs system, boundary system, diagnostic control systems and interactive control systems, each sub systems has its unique function for implementing organizational strategies. 
Strategies get implemented through the proper and integrated measurements. Therefore, all processes or growth in different stages need to be taken into consideration while modifying the design of performance evaluation associated with the formal and information-based system.   Over the years, most researchers who had addressed Contingency Theory now have also emphasized the MCS qualitative changes on the contingency context models in each signal stages. 

The study is to examine the variations between the usage of MCS and organizational capability in different contingency context models.  Three management control tools had been adapted to define the distinct management characteristics in organizational activities: including budget control, project management, and performance management.  The control tools portfolio was expected to reveal the differences in strategies, structures and preferences of entire company respectively.  

Seven Taiwan banks were used as a case study in this dissertation.  With interviews and survey from the bank managers, it emerged that the banks which executed a hybrid control system, the mixtures of interactive and diagnostic systems, were easily affected by other variables from structures and strategies.   On the other hand, banks under the interactive usage of management control system gained more positive organizational capability and performance than the other ones.  

Keywords: Hybrid Management Control System, Contingency Theory, Banking Industry

Control in Networks: A Position-Practice Perspective

Alan F Coad and Loukas G Glyptis

Abstract:

Research interest in the implications of networks for management accounting and control systems has blossomed during the past two decades.  Nevertheless, there remains plenty of scope for further work, especially regarding theoretical development and the relationship of theory to practice. There also remains more work to be done on the study of the connection between intra-organisational control and inter-organisational control, together with an analysis of how individual sub-units of an organisation and the wider institutional environment influence inter-organisational practices. It is as a contribution towards addressing these limitations of existing literature that this paper is aimed. Its overall purpose is to examine the potential of a position-practice perspective for examining control in networks. Originally developed in structuration theory, the concept of position-practice relations helps us to envisage network relationships, the ordering of which are continually in the process of being reproduced or changed. From this perspective, any relation in a network comprises three elements: two actors (A and B) and a third element (P), which represents the practices of interaction between the parties engaged in processes of communication, the application of sanctions and the exercise of power. Such practices may take the form of the allocation of resources, formal and informal controls, contracts and accounting devices.

We examine the use of a position-practice perspective by means of a case study of Krimingis Oil Shipping S.A. (KOS), a Greek shipping company embedded in a network of suppliers, customers, industry regulators and competitors. Our analysis reveals significant power asymmetries, not only between KOS and its suppliers and customers, but also within KOS itself, which influenced network behaviours. Complex relationships between trust and distrust, together with institutionalised practices embodied in industry regulations and norms, and the control at a distance enabled by company-wide information systems, tended to sustain arms-length relationships. Under these circumstances, inter-organisational control relied on detailed contracts, subscription to industry practices and detailed checks applied to the behaviour of employees with boundary spanning responsibilities. Our work suggests that the ontology of position-practice relations can be mobilised as a research strategy by focusing on four main constructs: social networks, praxis, institutions and cognitions.

Key words: control in networks; a position-practice perspective; Greek shipping.

Resource Allocation Decisions in the Public Sector: a Model based on a Study of Policing

Paul M Collier & Zoe Yan Zhuang

Abstract:
This paper identifies four approaches to resource allocation decisions in public services from the literature: a rational approach using devices such as budgets, cost-benefit analysis, statistical techniques, etc.; non-rational approaches such as satisficing, muddling through, and garbage can models of decision making; expectations analysis based on what managers believe is expected of them; and heuristics based on experience and values.
Our research question was to understand, at the micro or operational level in public sector settings, how managers faced with finite resources and uncertain demand actually make resource allocation decisions and which of the approaches (or combinations of approaches) were used.
 A multi methods approach is adopted, comprising qualitative data collection and the analysis of timesheet data using statistical techniques and self-organising maps to identify how resource allocation decisions are made where resources are limited but demand is unpredictable and uncontrollable. 
The research findings are that rational devices, heuristics (informed by norms and values) and expectations (incorporating the non-rational approach) can be seen as complementary and mutually reinforcing, and are difficult to separate. Individual approaches (rational, non-rational, expectations, or heuristics) to resource allocation decisions provide an inadequate explanation for complex resource allocation decisions in a public sector setting.
This is a model of resource allocation decision making that is useful both theoretically and practically, and is particularly pertinent to public sector settings where finite resources must be allocated to uncontrollable demand.

Keywords: public sector, resource allocation, heuristics, expectations.

An Analysis of Performance Measurement Practices of British Credit Unions and their Implications for Growth and Stakeholder Engagement
Olufemi Sallyanne Decker

Abstract:

Background:   British credit unions play a key role in the UK government’s long term approach to widening access to financial services.  Both the government and the banking industry have argued that, due to their distinct characteristics, credit unions have competences and a comparative advantage in serving the needs of the financially excluded either in terms of accessing and engaging the target group or by providing suitable financial products (HM Treasury 1999a, 1999b, 2004; BBA, 2000). 

Many credit unions receive external funding from and work in collaboration with private, public and third sector organisations to develop growth strategies that address financial exclusion (Chambers and Ryder, 2008).  Although these trends have fuelled interest in credit unions’ performance, the focus of many studies is on measuring financial performance (Fried at al. 1993, Bauer 2008, Goddard et al. 2008, Glass et al. 2009). An emphasis on financial performance alone is not always appropriate for planning and control decisions in firms including SMEs (Kaplan and Norton 1992, 1996; Otley 1999; Manville 2006; Davis and Brockie 2001). 

Aim and Argument: This paper examines and evaluates the practices adopted by credit unions to widen access to financial services and measure social performance. We investigate the accountability practices of credit unions in the light of the wider financial inclusion agenda.  As credit unions face the potentially conflicting accountability requirements of a diverse set of stakeholders that includes members, partners, funders and regulators, they have to demonstrate how effectively they use resources and create value to meet multiple objectives.  

Approach:  The paper outlines relevant research and explores the concept of social performance in relation to British credit unions.  Case studies examine the practices of credit unions for evaluating social performance and assess the extent to which they are consistent with multiple stakeholder objectives, support effective internal management decision making and facilitate external appraisal.  Given the resources and competences of credit unions, we propose recommendations for improving the way they measure and align performance to strategy. 

Implications: This paper fills a gap in the literature on British credit union performance by focusing on the balance between financial and social performance measurement.  The financial inclusion agenda has implications for accountability and governance in credit unions.  More transparency is necessary to improve external accountability towards stakeholders and the internal management of their operations and processes.  There is a need for sound social performance measures to enable credit unions to develop effective systems that link their outputs and their growth strategy, inform financial inclusion strategies and direct the allocation of scarce funding to very specific undertakings. 

Key words: financial inclusion; credit unions; performance measurement; accountability
Management Control Systems and Corporate Entrepreneurship: a Balance between Stability and Innovation

Maria do Céu Alves, Júlio Silva Martins and Anabela Dinis

Abstract:

Objectives: To propose a methodology to develop a management control system which combine new and old ideas, formal and informal processes and create a balance between stability and innovation?

Prior Work: In the today’s context of interdependent global economy and competitive environments, managers are challenged to manage discontinuities. This fact forced a reorientation in entrepreneurship research, focusing in entrepreneurial processes within organizations, also known as entrepreneurship or corporate entrepreneurship. In recent years, this interest extended to the branch of Management Control Systems (MCS). There is an increased interest in examining the relationship between innovation/entrepreneurship and the use of management accounting including performance measurement. In spite of this, research that incorporates contributions from both entrepreneurship and accounting fields is still in its infancy. In this interface between the two fields, a critical question concerns the relationship between the design and operation of the control system and the level of entrepreneurship/innovation exhibited within the organization. 

Approach: The paper has a theoretical nature. It articulates contributions from entrepreneurship theory and from management accounting theory, assuming an integrative and analytical framework.

Findings: This study begins exploring concepts from entrepreneurship theory, namely those related with corporate entrepreneurship. Then it discusses concepts and instruments from management accounting theory, more specifically from MCS and performance measurement areas. Finally the model is presented in order to implement a MCS, which promote entrepreneurial orientation in organizations, offering the possibility of reconciling divergent interpretations of entrepreneurial behaviour and different strategic postures.

Implications: One major contribution will therefore be the creation of knowledge of management accounting in the new organizational context – the entrepreneurial context. Moreover the findings may be used as input for future research. From a practical point of view, the model can facilitate entrepreneurial behaviour, considering the multidimensionality of such concept. 

Value: This study contributes to theoretical development since it integrates the domains of entrepreneurial orientation /entrepreneurship and management accounting. Furthermore, the implementation of this model could be a key mechanism through which entrepreneurial orientation is developed and implemented to accomplish favourable firm performance.

Key Words: Accounting, Corporate Entrepreneurship, Management Control Systems

Management Control in Local Government: The Dynamics of Balancing Behavioural Responses for Learning and Attention

Laurence Ferry

Abstract:

Under New Public Management public service reform has been a continuous and accelerated process (Hood, 1995, 2007; Pollitt, 1993), with a managing by numbers culture that embraced accounting and performance management arrangements having been a central part of the apparatus for change (Hood, 2007; Broadbent, 2007; Goddard, 2004; Broad et al, 2007).
An inherent tension exists between efficient control and flexible control within the accounting arrangements (Ahrens and Chapman, 2004, 2005, 2007; Jorgensen and Messner, 2009; Berry et al, 2009), which affects managerial behavioural responses of attention for the stewardship of funds and learning for performance improvement, transformation and innovation.
A national empirical study of Local Government management control was undertaken to consider how efficiency and flexibility can be better balanced to strategically achieve political priorities. This called upon the Strategic Control Levers conceptual frame of reference (Simons, 1987b, 1990, 1991, 1994, 1995 and 2000; Widener, 2007), and involved an online survey that was followed up with senior management interviews of both Finance and Operation Directors. 

From the research it was found that management achieve a higher level of learning for the amounts of attention focussed on belief, boundary and diagnostic control systems. This was both individually and during interaction, which can be beneficial for performance. However, interactive control systems were found to use up more attention for the level of learning provided. Nevertheless, there are broader and more complex benefits arising from meetings. In particular they were regarded as critical for managing the order of things, and addressing strategic shifts. A deeper understanding of these benefits is necessary.

Key words: Management Control, Strategic Control, Local Government, Public Services, Flexibility, Efficiency, Learning, Attention

The Role of Performance Measurements in Professional Organisations: a Study of the Health Care Setting

Elin K. Funck

Abstract:

The challenge to manage health care organizations with formal administrative structures has been discussed in several studies. In spite of that, public health care organizations have experienced several attempts to transform the management by implementing new form of management techniques and performance measurement models. In this paper the role of performance measurements in public health care organizations is examined. By following a Swedish and a Canadian health care organization where Balanced Scorecard was implemented, the paper discusses how performance measurements were designed and used in these organizations. From the findings the study draws the conclusions that the same performance measurement model can take different roles in health care organizations depending on the aim for using performance measurements and the different information needs that key-decision makers’ demand in these situations. Further, the findings indicate that medical professionals and managers’ different information needs influence who should be involved in the decision of what to measure. 

Keywords: Performance measurements, Management control, Health care, Balanced Scorecard

The Role of Knowledge in the Attribution of Importance to Budgets

Susana Gago and Derek E. Purdy

Abstract:

The attribution of importance to budgets is a research issue of interest because it is an indicator of managers’ preferences about budgets and their intention to use budgets.   Our study of 229 managers’ processes of attribution indicates that the attribution of budgeting knowledge is a determinant for explaining the thinking about importance. This is correct with the independence of the actor-observer bias and the consideration of the involvement in different types of interdependence.  

Keywords: Budget’s importance, attribution theory, budgeting knowledge, actor-observer attributions, functional managers’ attributions, psychology of managers.

Performance Control in Buyer-Supplier Relationships – A Contingency-Based Framework for Analysis


Konstantin Gebert and Erik Hofmann

Abstract: 

Efficiency and effectiveness of cross-company processes and activities are considered central to value generation in companies' success today. Management control systems (MCSs) in buyer-supplier relationships can help enhance supply chain competitiveness by systematically addressing performance drivers. To advance research activities in the field, this paper provides a customized framework for analyzing the use of formal management control systems in supply chain relationships. Drawing on existing analysis frameworks and a structured review of 109 performance related articles in supply chain management literature, a control process-oriented guideline is developed, helping researchers to systematically identify and analyze the weak points of their cross-company control activities. A conceptual model is provided to better understand conditions where formal MCSs are effective in inter-firm relations. Findings indicate a strong need for systematically investigating causal relationships between inter-firm specific contingencies, capabilities and performance elements to identify performance-driving variables.

Keywords: Buyer-supplier relationships, formal management control systems, contingency theory of management

Knowledge Dynamics and Management Control: a Practice-Based Approach.

Marie-Leandre Gomez

Abstract:

Learning and knowledge dynamics are key issue for organizations to enhance their flexibility, their ability to change or their capacity to build a competitive advantage. Previous research has showed that management control tools should be a key moment in terms of knowledge dynamics: management controllers and operational managers involved in control practices may create, mobilize, structure and restructure what they know and how they learn. However, we still need to deeply study knowledge dynamics during management control practices: what are the characteristics of knowledge involved, what are the consequences of management control practices on knowledge dynamics?

This paper tackles this question within a practice-based perspective on knowledge and learning. It draws on habitus as designed by the French sociologist Pierre Bourdieu (1932-2002) to describe the interaction between knowledge and practice. In this perspective, knowledge is permanently created, used or reconstructed in practice and for practice. This framework is mobilized to account for knowledge dynamics in management control practices within a leading company producing and selling electricity and gaz. It is based on a 22-month observation, with interviews of 51 participants. It highlights the impact of cross-functional and cross-hierarchical diversity in groups in charge of management practices, the role of formalization, and the impact of scorecards type on knowledge dynamics. 

This paper also contributes to the debate on the nature of knowledge dynamics, particularly on the link between individual and collective knowledge and learning, the relation between tacit and explicit knowledge, practical and cognitive dimensions of knowledge.
Keywords: Organizational learning, case study, Bourdieu, habitus.

Discipline and Interdisciplinarity

Lisa Jack

Abstract:

Methodologically, the majority of published accounting research papers can be said to be interdisciplinary whether drawing on econometrics or linear algebra, or on political economy, sociology or another social science.  There is also a body of what could be termed within discipline research concerned with standard setting, accounting concepts and better practice.  What is less usual, and what constitutes a less developed area of accounting research is interdisciplinary research which involves working in teams with researchers and theorists from other disciplines.  Explored here is the notion that the discipline of accounting and the potential for interdisciplinary research, not just perspectives, can be brought together.

Other disciplines are addressing similar debates, with the European Journal of Social Science Research, carrying a special issue on sociology and interdisciplinarity in 2009.  In a statement that echoes Morgan and Willmott’s (1993) call to bring ‘New Accounting Research’ into the arena of public debate, O’Reilly (2009) states that ‘accusations of parochialism and fragmentation are continually met by calls to remember or redefine sociology’s core and to defend a professional sociology that can engage in public debates in an informed way’.

Accounting as practice is closely aligned to research as practice, and the investigative skills of an accountant are similar to those for a researcher.  Furthermore, the notion of the accountant/researcher as investigative and argumentative has implications for the teaching of accounting and the integration of research and teaching in accounting.  Research as audit or forensic accounting is also explored.

Lastly, the observation that accounting researchers face similar problems to accountants in the profession positioning themselves as business partners or advisors is salutary and enables a discussion about the practicalities and pitfalls of interdisciplinary research.  In order to develop interdisciplinarity, accounting researchers need to be clear about what the accounting discipline has to offer their research partners.  Management control and management accounting offer the framework in which to explore interdisciplinary approaches with operational researchers, industry specialists, other management disciplines, scientists and social scientists.
Why Formalise Informal Management Controls?

Stephen Jollands and Chris Akroyd

Abstract:


In this paper we examine Simons Levers of Control. Specifically we question why in defining belief systems Simons only focuses on the formal aspects such as vision and mission statements. Thus we examine the use and existence of informal belief systems and their relation to formal belief systems. To achieve this aim we utilise a longitudinal case study analysed through the theoretical lens of Actor-Network Theory. In our case study we find that informal belief systems were used by senior managers to signal areas of potential strategic uncertainty. This resulted in boundary systems, diagnostic control systems, and interactive control systems being constructed around the informal belief system. Thus we find that senior managers utilise informal belief systems to experiment as to what the grand purpose could be, gain an understanding of potential commitment to this grand purpose, and assess the ability of existing capabilities within the organisation to implement a strategy based on the potential grand purpose. Therefore, through the use of a dynamic view of MCS, we see the formal belief systems of Simons as the outcome of a process that involves the translation of informal beliefs into a formalised counterpart.

Key Words – management control systems, levers of control, belief systems, formal and informal management controls

An Instrumental Approach for Key Performance Indicators

Anja Kern, Aziza Laguecir and Philippe Lorino

Abstract: 

What debate are you entering? This article analyses the question of how performance indicators are related to or interplay with activity and interpretation. This subject has long been considered as a major issue for management and organization theory, but it has been mostly treated in dualist approaches which disconnect the three elements and focus on dyads: performance indicators-activity, or interpretation-activity, or performance indicators-interpretation.

What is your argument?  In this paper we argue that de-composing the three elements of the triadic relationship into dichotomies makes the theoretical understanding and the empirical analysis of those relationships difficult. Drawing on Vygotsky we propose a theoretical framework to conceptualize the dynamic relationships between PIs, activity and interpretation. The concept of mediation is central to this framework: how PIs mediate activity and interpretation. The meaning of PIs is inherently situated and constructed within activity. It depends from the composition of the collective activity: which actors contribute to the meaning construction, at what time and place. 

What evidence supports your argument? One of the authors of the paper carried out a longitudinal case study in a French public sector organization providing social housing in southern France. The data collection was based on interviews with managers of the company at different levels, observations and collection of documents during a three year period. 

The evidence supports that the meaning of PIs is not fixed or determined, but arises within collective activity. The composition of the collective is crucial to understand how meaning is constructed. The case observed emphasizes that collective activity cannot be confined to a team or organization, but involves institutional actors such as government. Organization members face different indicators belonging to different systems or logics. On the one hand, the market logic of increasing the profitability of the firm and its business units and, on the other hand, the public sector logic of providing a “free” service of social housing. This facing of different logics within activity causes contradictions and conflicts, which cannot be solved at the level of the team, or the organization. 

What are your conclusions? From a theoretical perspective this research outlines the importance to draw on triadic models conceptualizing the dynamics between PIs, activity and interpretation such as developed by Vygotsky when analyzing the use of PIs or more in general tools. This may allow to better understand the problem of actors facing different logics.   

Keywords: PIs, instrument, interpretation, activity, Vygotsky, mediation
A Study of Three Control Archetypes: Theoretical Definition and Empirical Illustration

Anne-Marie Kruis and Roland F. Speklé

Abstract:
We study configurations of control at the level of the organizational unit. We focus on three control archetypes: arm’s length control, result oriented machine control, and exploratory control (Speklé, 2001, 2004) and use survey data on 138 organizational units to map 11 elements of control systems. Firstly we group the organizational units depending on their levels of asset specificity and uncertainty, and compare the use of individual control instruments across groups. Each group represents one of the archetypes. Next we use discriminant analysis to study combinations of control choices across groups and are able to predict group membership correctly for 53% of the cases (42% cross-validated). Furthermore using factor analysis and regression analysis we learn about combinations of control instruments that contribute to perceived control effectiveness. For the group arm’s length control we find that control effectiveness increases with higher levels of autonomy and decreases with a joint emphasis on work related discussion, budget attainment and a short term focus. Cases that belong to result oriented machine control benefit from the use of outcome measures combined with greater importance of output targets and budgets. They also benefit from reliance on the combination of long term focus, autonomy, and benchmarking, and an increased emphasis on compliance with rules. Finally, managers within the group exploratory control make on average the least use of outcome measures, and attach the lowest importance to target achievement and attaining the budget. There is a larger role for subjective judgements in the performance evaluation. Our findings are broadly consistent with the theoretical expectations. The factor analyses show different structures for the groups implying that managers facing different circumstances rely on different combinations of control instruments.

Choosing Research Fields in Accounting

Marta Macias and Susana Gago

Abstract:

Despite the significant increase of female accounting researchers, the percentage of full professors is still low. Many factors may explain this apparent under-promotion but a first identification problem may arise in terms of the choice of research areas. Is the relative slow promotion of women due to underperformance? Or is it the consequence of working in ‘marginal’ research fields? Choice of research field may influence publications and therefore promotions, thus, it may help to understand the under-representation of women in higher academic positions. In sharp contrast with other academic disciplines, accounting researchers do not show significant differences in the choice of research fields. We argue that this situation derives from the fact that the incorporation of women to the accounting academia and increase of importance of economic based financial accounting research coincide in time, thus providing strong incentives to concentrate in the few research areas with higher opportunities for publication and promotion.

Influencing Strategy Formation with Knowledge-Integrating Corporate Level Management Control Systems

Teemu Malmi and Katja Kolehmainen
Abstract:
This study seeks to provide new insight into the roles management control systems (MCS) may play in influencing strategy formation by examining the use of knowledge integrating corporate level MCS. The paper argues that the influence of MCS on strategy formation may be more multifaceted than suggested by prior management accounting literature. It suggests that corporate level MCS may influence business unit strategy formation not only through guiding organisational learning and the emergence of new strategic initiatives, but also through facilitating the integration of strategically critical knowledge and assuring business managers possess more complete knowledge when formulating their business strategies. The paper indicates that when corporate level MCS are used for this purpose, they share characteristics with interactive control systems (ICS). Since the purpose of such corporate level MCS is to integrate strategically critical knowledge rather than to trigger on-going organisational learning, their focus, temporal and organisational properties differ from those previously specified concerning learning-oriented business level use. More specifically, such systems provide a more concrete and finite time and space for the interaction. Based on these findings we propose an extension to Simons’ (1990) process model of the relationship between business strategy and MCS by adding corporate level perspective to the model.

Key words: strategy, management control system, interactive control system, knowledge integration

The Complementary Use of Network and Bilateral Management Control Mechanisms by a Network Coordinator: the Case of the Aveiro Port Authority

Luis Marques, João Ribeiro & Robert Scapens

Abstract:
The issue of management control in inter-organizational relationships has been extensively addressed in the management control literature. For instance, various studies have focused on the issue of control in the context of hybrid forms of organizations such as alliances, joint-ventures, and supply-chains. However, recent literature (Caglio and Ditillo, 2008; Berry et al, 2009) points out that most studies focus on situations of one-to-one, dyadic relationships and control situations. Few studies have focused on a network perspective, which analyses management control mechanisms in situations of multiple interactions between organizations. Even fewer studies have specifically tackled the use of these mechanisms in the context of mixed type networks, where a Network Coordinator takes responsibility for some key governance activities, while leaving other activities to the network members. These are the research gaps the current paper aims to address.
Therefore, and following previous research (Marques et al, 2009), our objective is to understand the use of network management control mechanisms by a Network Coordinator, so as to influence cooperative behaviour in the network as a whole, or specific groups within it; and also to understand the connections established between those mechanisms and the bilateral management control mechanisms used to influence the behaviour of specific organizations in dyadic, one-to-one, relationships. 

We describe and analyse a case study of the relationships established between a port authority – a public organization that acts as Network Coordinator – and various port organizations – private and public – operating in Port of Aveiro, Portugal. The case study findings allowed us to explore the role of network management control mechanisms within the theoretical framework proposed in Marques et al (2009). We found that: (i) in the mixed type network the Network Coordinator uses various types of management control mechanisms together, in complementary fashion, in order to create a control package for the whole network; (ii) the use of network management control mechanisms, or combinations of such mechanisms, is related to, and evolves in accordance to, the Network Coordinator’s perceptions of network organizations’ motivations to cooperate and contribution to the network performance. Specifically, (iii) when contribution to network performance is perceived as low, our evidence points to a reliance on the functioning of the network “market”. This leads to the use of a minimal and general structure of formal and social network management control mechanisms, of a ‘Market Governance Type’; (iv) when contribution to network performance is perceived as high and motivation to cooperate is also perceived as high, we found evidence of a more intense use of bilateral management control mechanisms, albeit this use may be complemented by formal and social network management control mechanisms on a ‘as needed’ basis’, i.e., when the sole use of bilateral management control mechanisms proves insufficient; (v) when contribution to network performance is perceived as high and motivation to cooperate is perceived as low, network management control mechanisms seem to assume priority towards bilateral ones, they tend to be of a social rather than formal type, and they are focused on specific parts of the network: this we labelled a ‘preferred and selective deployment of social network management control mechanisms’.

Keywords: management control mechanisms, cooperation, performance, inter-organizational relationships, networks, Network Coordinator.

Control and Relational Signals in a Network: Field Study Reflections

Reinald Minnaar, Paula van Veen-Dirks, Ed Vosselman & Muhammed Kaleem Zahir Ul Hassan

Abstract:
This study is on the relationship between control and trust in networks. It takes an interactive perspective on the relationship between control and trust; both control and trust are needed when an effective governance structure for a network has to be constructed. This paper contributes to the debate on the coordination of relationships within and between organizations by empirically investigating the relationship between control and trust in a network. We conducted a case study in a network that includes a facilities management department of an international organization of semi-conductors, the internal customers of the department, an outside contractor, and several external subcontractors. We conclude from the case study that contractual safeguards are indeed needed to provide a basis of control on which, through relational signals, trust is build. The formal control structures facilitate a self regulating mechanism that drives the building of trust. Our study suggests that control practices stemming from these structures, however, are hard to separate from relational signalling to show commitment to the relationship. The two prove to be intermingled. 

Keywords: relational signalling, trust, control

The Drivers of Involvement of Management Accountants in the Strategic Management Process: the Role of Skills and Individual Attributes

Carly Moulang and Aldónio Ferreira

Abstract:
This study examines the role of skills and other individual attributes in the involvement of management accountants (MAs) in the strategic management process (SMP). Prior research shows that such involvement is associated with increased strategic effectiveness and hence there is a need to understand the drivers of such involvement. In this paper, we look at the role of a range of individual characteristics - such as creativity, psychological empowerment, intrinsic motivation, skills (analytical, communication, and interpersonal), and work experience – and how they contribute towards the involvement of MAs in the SMP of organisations. 

A survey of 1,500 MAs was conducted, members of CPA Australia. Of this sample, 280 usable responses were returned. We developed and tested a PLS path model. Our analysis shows that MAs’ creativity is a key factor in determining their involvement in the SMP. It also shows that both psychological empowerment and creativity fully mediate the relationship between MAs’ skills and their involvement in the SMP. No direct effects were found between either skills or intrinsic motivation and involvement in the SMP. Also, as expected, we found a strong relationship between work experience and individual skills. The findings of this study have implications for organisation’s practices in regard to human resources.

When Goals Conflict: The Use of Accounting Information to Facilitate Dialogue and Negotiation between Managers

Julia Mundy

Abstract:

While previous studies in the accounting literature have indicated that accounting information can be used to facilitate dialogue between managers, there has been little empirical research into the strategies that managers employ in order to negotiate with each other when faced with ambiguous or conflicting goals. This paper reports the results of a case study that seeks to investigate the different ways in which senior managers in one organisation used accounting information to deal with conflicting goals. 

The findings indicate that managers use the accounting information in different ways during their negotiations, depending on the nature of the problem. Various structural and design features can facilitate the use of accounting information as a tool for dealing with conflicting goals, but these same features can also allow managers to manipulate accounting information for their own ends. While some tactics employed by managers appear dysfunctional in relation to the organisation’s overall goals, collectively they constitute an approach that enables the managers to deal with conflicting goals in an efficient and effective way. Wider organisational benefits, such as good working relations between managers, are also evident.

Commonsensical Practice and Accounting Change Messines: Contributions of the Social Regulation Theory

Yann Quemener

Abstract:

This paper is a contribution to the study of accounting change. It is argued that the concept of commonsensical practice, understood as the “science that the worker has of his work” [Reynaud, J-D. 2004. Les règles du jeu, l’action collective et la régulation sociale. Armand Collin, Paris, p.157] and materialized in a succession of initiatives and interpretations, is particularly useful in the study of accounting change.

A case study is carried out in order to challenge the role of commonsensical practice. It appears that local accountants have a major influence as they get into regulatory competitions. These exchanges result in real practice which is redesigned through joint regulations. 

One important implication of this research lies in the finding that commonsensical practice should be considered as a major element shaping accounting change. Furthermore, it is believed that the Social Regulation Theory, has a significant interest for further studies in this research field.

Keywords: Accounting change, accounting drift, commonsensical practice, Social Regulation Theory

Rules and Routines in Management Accounting Research: Further Exploration

Martin Quinn and John Burns

Abstract:
A decade ago, Burns and Scapens (2000) proposed a framework to conceptualise the routinised and potentially institutionalised nature of management accounting practices. Since then, certain scholars have drawn on this framework to investigate, for example, the relative stability of management accounting practices (Soin et al., 2002; Dillard et al., 2004; Lukka, 2007). In the main, the extant management accounting literature discusses relative stability amongst management accounting practices although, as was noted by Burns and Scapens, change is always possible.

The last decade has also witnessed numerous papers and articles that have been keen to expose the shortcomings of the Burns and Scapens framework (e.g., Dillard et al, 2004; Englund and Gerdin, 2007; Johansson and Siverbo, 2008). One particular area of criticism concerns the definition of key terms adopted in the framework, especially the definition of management accounting routines.

The present paper proposes further conceptual extensions to the Burns and Scapens (2000) framework, by revisiting the notion of management accounting routines. In particular we draw from the works of Feldman and Pentland (2003, 2008) in an attempt to refine and extend what is meant by routines in the management accounting setting. More specifically, we present routines as comprising two dimensions, namely (1) the ostensive and (2) the performative. The ostensive dimension of a routine may represent a significant tacit component which moulds the perception of what a (management accounting) routine is. It may be codified as a standardised procedure and/or may exist as a taken-for-granted norm (Feldman and Pentland, 2003, p. 101). In effect, the ostensive dimension represents a “tacit guide” which assists actor in accounting for and referring to specific performances of routines (Pentland and Feldman, 2008, p. 286). Whereas, the performative dimension of a routine represents the specific action(s) of actors when acting out a routine (Feldman and Pentland, 2003, p. 102). In essence, this is the performing of a routine at specific time and/or in a specific place (Pentland and Feldman, 2008, p. 286).

We explain how, by making the distinction between ostensive and performative aspects of routines, we are in a better position to conceptualise how management accounting (routines) can be both a source of flexibility and change at the same time. We also explore the interrelationships between routines and rules (as set out in the Burns and Scapens framework) and, for instance, highlight how a refined conceptualisation of management accounting routines may be particularly useful in studying less formal (rules-based) organisations. Throughout our paper we illustrate the various conceptual suggestions with short anecdotes.

We conclude the paper with implications of what an extension to the ideas in Burns and Scapens, more specifically in relation to routines, might mean in respect of how we theorise and study management accounting practice. 

Keywords: management accounting, rules, routines, institutional theory.

Diagnostic and Interactive Use of Management Control Systems on Inter-Organizational Risk Perceptions Management
Carolina Ramirez-Garcia, Maria Concepcion Alvarez-Dardet and Maria Velez-Elorza

Abstract:

Relational and performance risk perceptions have been considered in literature as the main cause of failure in interorganizational relationships (Ireland et al., 2002; Langfield-smith, 2008). In this setting, Management Control Systems (MCS) have been characterised as a useful tool for risk management (Inkpen and Currall, 2004; IMA, 2007). Diagnostic and interactive styles of use of those MCS have usually been analyzed in the intra-organizational context, with findings explaining that those styles of use are determined by the strategic uncertainties and the risks faced by the organization (Simons, 1995). Notwithstanding, the effect of those styles of use over the risks perceptions has scarcely been analyzed until now, and the interorganizational context and the distinction of relational and risk perception has been omitted from consideration in the literature.

This work tries to provide a deeper understanding of the way that diagnostic and interactive styles of use of MCS help to manage the interorganizational risk perceptions, thus facilitating the growing up of the relationship. Using data from 240 Franchise Expansion Managers obtained from a survey to all Spanish franchisor entities, this study tests a structural equation model that relates diagnostic and interactive style of use of MCS to relational and performance risk perceptions. The evidence suggests that interactive use of MCS gets to diminish both kinds of risk perception. Moreover, it has been found that the diagnostic use of MCS plays a support function of the interactive use of MCS in interorganizational risk perceptions.

Keywords: Management Control Systems, Style of use, Relational Risk, Performance Risk, Interorganizational relationships.

The Effects of Behavioural Uncertainty and Information Asymmetry over Relational Risk and Long-Term Orientation – a Dual Perspective

Juan Manuel Ramon-Jeronimo, Raquel Florez-Lopez and Pablo Olavide

Abstract:
Extant research in interfirm cooperation offers a wide view of the advantages for participants. However to share information, coordinate efforts or establish complex combinations of management control systems give limited solutions when transactional problems arise in order to keep the collaborative paradise. We extend research beyond ideal control practices or mechanisms though a model where relational risk, behavioural uncertainty and information asymmetry effects may danger the future of interfirm cooperation. We collect data from purchasing and sales managers of Spanish original manufacturers to capture perspectives of both partners. Results from path analysis show a strong positive effect of behavioural uncertainty on relational risk, and a negative effect on long-term orientation. While information asymmetry increases relational risk from the buyer’s perspective, it constrains the future of relationship from the supplier’s point of view. Our findings suggest that sharing useful management control information that controls risk sources would impact differently on perceptions of collaborative partners.

Key Words: Relational risk; Supply chains; Long-term orientation; Behavioural uncertainty; Information asymmetry.

Explaining the Gap between Rules and Routines: A Case Study

Rui Robalo

Abstract:
This is a longitudinal in-depth case study that was conducted within a Portuguese postal company, POST, a very large public organisation, where two new management accounting systems were implemented. This study specifically encompasses two new management accounting systems. One was called IS (Income Statement) and aimed to account for the financial results for the different areas within the organisation, which can filter down to its basic elements. The other was called KPI (Key Performance Indicators), and aimed to provide indicators to monitor both business and individual performance. 
In POST, the newly implemented management accounting systems did not achieve an acceptable level of stability in order to guarantee the regular production of monthly information (as planned). Thus, the purpose of this essay is to explain the existing gap between the rules of these systems and their use in practice in POST. Given this aim, Burns and Scapens’ (2000) framework, including its extensions, is adopted because it offers useful insights to explain this kind of gap. The framework is concerned with the understanding and explaining of the ongoing processes of change within an organisation (as is the case of this study), and provides a useful distinction between rules of the newly implemented management accounting systems and their use in practice (routines). 

This case study adds some theoretical insights to Burns and Scapens’ framework. Firstly, it demonstrates that a change that follows established routines and institutions may be as difficult to implement as a change that challenges them. Secondly, trust and power issues are of great importance for extending our understanding of how management accounting systems are (or are not) used in practice. In POST, trust and power issues together influenced the way the new management accounting systems worked in practice. In this light, this study contributes towards extending the focus of management accounting change difficulties to other additional entities, from users to implementers/’owners’ and sponsors. Finally, this study shows that external pressures are important for initiating change as well as managing the processes of change in subsequent stages.

Keywords: Management accounting systems, Management accounting practices, Processes of change, Trust, Power, Case study.

Ownership and Investment: The case of the English soccer premiership
Bill Ryan

Abstract:

This paper explores the changing nature of football ownership in the United Kingdom (U.K.). I n doing so, I critique the notion of ownership and investment as associated with a number of Premiership clubs within a wider stakeholder framework (Freeman, 1984). This includes not only the all powerful shareholding community but also, the club supporters representing wider social expectations. The issue is that the lessons from the wider banking and industry sectors need to be taken on board within the Premiership if large scale club failure is to be avoided. The notion of corporate governance appears to be failing in an industry where almost all of the top clubs could be argued to be in financial difficulty. The government is now considering protecting supporter stakeholder rights by considering giving football fans first refusal on the purchase of shares in their clubs. This would require clubs to make available 25% of its shares to supporter groups. There is also government consideration of an overhaul of governance within football.
The paper draws on a number of clubs within a case study framework where recent public data shows deterioration in the financial structure of many clubs within the Premiership. The issue is how they got into this financially dangerous situation in an industry where the “social stakeholder” has historically been influential and where ownership was associated more with the love of the game and on- field performance rather than the off-field performance of investment. 

Strategy and Performance Management Systems in a Wind Farm Company
Roman Schneider and Rui Vieira

Abstract:

Purpose – After a diagnostic of the current situation in the German wind-farm industry as well as the existing Performance Management Systems (PMSs) at the wind-farm company, the paper presents a possible framework for appropriate key performance indicators based on the Balanced Scorecard (BSC) approach, including several concrete measurements for the organization, and discusses organizational and behavioral factors in BSC implementation.
Design / methodology / approach – An action research study, using Ferreira and Otley’s  (2009) performance management systems framework – to get a comprehensive view of MCS, identify strengths and weaknesses of the systems in place, and then develop a BSC – was conducted to the attainment of useful empirical knowledge, and to help achieve effective change within the organization.
Findings – The paper identifies the main issues related to performance measurement and presents a BSC designed for a wind-farm company with a modified structure in order to embody stakeholders other than customers.
Practical implications – A comprehensive guide of the Balanced Scorecard methodology is described, including how the concept can be customized to the wind-farm industry. In this sense, the paper is especially of interest for practitioners.
Originality / value – The contribution of this paper is threefold. First, at a theoretical level,  it draws attention to organizational culture and external circumstances to understand management control systems. Second, the research provides practical guidelines to design a performance measurement model, considering the organization’s stakeholders and the strategies to ensure that value is created for them. Finally, the paper provides a systematization of the key performance indicators for a wind-farm organization.

Keywords – Management Control Systems, Balanced Scorecard, Corporate Strategy, Wind-Farm Company

Paper type – Research paper
Disjunctions in the Cultural Circuit of Capitalism: Re-interpreting the Lost Relevance Thesis via Critical Discourse Analysis

Will Seal

Abstract: 

Using critical discourse analysis (Fairclough, 1995; 2005) the paper argues that there are disjunctions in the cultural circuit of capitalism (CCC) which hinder the production and dissemination of useful concepts by business school academics. Some of these disjunctions are general to business school research such as the influence of the Gordon and Howell report in the US (Mulligan, 1987; Maher, 2001) or the impact of peer-based research assessment exercises in the UK. Other problems are more specific to accounting research (Lukka and Granlund, 2002; Seal, 2010)). The critical discourse analysis approach adopted in this paper is used to show how managerial knowledge in the academy and managerial practice may become detached from one another. In the language of management accounting researchers, the academic discourse may lose “relevance” (Johnson and Kaplan, 1987; Malmi and Granlund, 2009). The paper proposes that engagement with practitioners whilst maintaining academic rigour can be provided by adopting pragmatic constructivist (PC) ontology (Norreklit, et al., 2006; Mattimoe and Seal, 2010). It is argued that PC explains how managers construct their reality through integrating logic, facts, values and communication. It is also argued that management consultants have understood this view of reality in the way that they package their solutions. Theories matter but the packaging and communication of the theories has to recognise the multi-semiotic nature of management reality. 

In terms of theory, the paper proposes an interpretive political economics (IPE) framework. IPE builds on the seminal work of Scapens (1994) but argues not for an institutional economics but for an economics that is interpretive (i.e. recognises the institutional nature of social reality, Searle, 1995) and takes a political economy perspective (Jessop, 2002). But overall, the paper does want to privilege any particular theory- the most important issue is ontological- a researcher’s view of reality is more important than the choice of theory. Finally, the theory and methodology are mobilised in order to generate some implication for the management control discourse.

Making Meaning of Academic Work through Risk Management Practices

Kim Soin, Sharon Wheatley, Ingerid Sorgaard and Robyn Fairman

Abstract:
The paper presents the findings of a case study investigation into the issues surrounding accountability and responsibility in relation to the implementation of a risk management system in a UK university. The context that informs this research is the realisation of a risk management policy formulated for the higher education sector by the Higher Education Funding Council for England (HEFCE). The study aims towards enhancing understanding of the adaptation of this policy in a higher education institution (HEI). The main focus will be on accountability and responsibility issues and on the impact of accountability structures on individual’s perceptions of their responsibilities.

The Adoption and Design of Enterprise Risk Management Practices: An Empirical Study

Roland F. Speklé and Leen Paape

Abstract:
Using data from 825 organizations, we examine (1) the extent of ERM implementation and the factors that are associated with cross-sectional differences in the level of ERM adoption, and (2) specific ERM design choices and their effect on perceived ERM effectiveness. Broadly consistent with previous work in this area, we find that the extent of ERM implementation is influenced by the regulatory environment, internal factors, ownership structure, and firm and industry-related characteristics. As to ERM effectiveness, we find that organizations generally subscribe to a key premise of the COSO ERM framework, i.e. that ERM should address the full set of risks that affect the entity’s strategic, operational, reporting, and compliance objectives. However, our results also raise some concerns as to the COSO framework. Particularly, we find no evidence that application of the COSO framework improves ERM effectiveness. Neither do we find support for the mechanistic view on risk management that is implicit in COSO’s recommendations on risk appetite and tolerance.

Keywords: Enterprise Risk Management (ERM); ERM implementation; ERM effectiveness

The Emergence of Management Control Systems: A Resource Dependence Perspective

Erik Strauss

Abstract:
The introduction of management control systems (MCS) is a fundamental advance in young entrepreneurial firms’ development. It has been shown to influence the start-ups’ (future) performance and the start-ups’ ability of organizational learning. However, little is known about the reasons for selecting which management control mechanisms are introduced first in that life cycle stage. These are crucial to understand the design and use of these MCS, two characteristics of MCS that are central to understanding their impact on the organization. To shed light on the reasons for introducing MCS, this study applies a qualitative cross-sectional field study approach. Resource dependency theory is used to explain the reasons for MCS introduction. Our results show that human resource and financial MCS are frequently the first introduced MCS because start-ups have to acquire two main resources, i.e. capital and employees. Additionally, complementing previous quantitative studies on the sequence of the emergence of MCS this study gives first evidence that MCS are introduced with a varying degree of future orientation, i.e. not only the timing of MCS introduction is important but also the current or future relevance of these MCS. Some MCS are introduced as empty shells to accommodate future needs. Finally, we find some evidence that start-ups are aware of the reciprocity of MCS introduction, especially of the interdependence between MCS and informal controls.

Management Control Systems: An Overview

Erik Strauss and Christina Zecher

Abstract:
Most research on management control systems (MCS) focuses on well-established firms (Langfield-Smith, 1997; Luft and Shields, 2003). However, MCS play also a significant role in young entrepreneurial and start-up firms because these systems determine firms’ ability to handle future growth and success (Davila, 2005) as well as organizational learning (Ditillo, 2004; Henri, 2006; Widener, 2007). Moreover, transitioning from informal control mechanisms to MCS is vital for dynamically growing firms (Davila, 2005; Sandino, 2007) and the lack of adequate MCS may result in start-ups’ failure (Granlund and Taipaleenmäki, 2005). Recent studies, which focus on the emergence of MCS, mostly describe the timing of MCS emergence (e.g., Davila and Foster, 2005, 2007). Though, as the introduction of MCS will not be for free (Merchant and Van der Stede, 2003, p. XX) and start-ups have very limited resources, young firms will selectively introduce their first MCS (Granlund and Taipaleenmäki, 2005; Sandino, 2007). Thus, it is paramount to understand the reasons for introducing MCS. 


Although the overall introduction of MCS is a pivotal step in start-ups advance, only one study tries to explain why MCS emerge. Davila, Foster, and Li (2009) have begun to investigate the reasons for introducing MCS. They focus on the introduction of product development in young entrepreneurial firms. Their results indicated that manager’s background and operational breakdown (“chaos”) are the two main reasons for introducing MCS. However, many other aspects of MCS in start-ups have not yet been examined. In addition, focusing on one single MCS category might underestimate that MCS have to be balanced (Mundy, 2009) and that the introduction of one MCS could influence the introduction of another MCS (Nelson and Winter, 1982; Davila, 2005). Though, this reciprocity of MCS is an under-researched area (Collier, 2005). Therefore, the purpose of this study is to deepen the insights of potential reasons for introducing MCS by analyzing the whole range of MCS categories within young growing firms from a resource dependence perspective (Pfeffer and Salancik, 1975). To this end, a cross-sectional field study (Lillis and Mundy, 2005) was conducted. The sample contains 20 German start-ups (of which 18 are VC-backed). All members of the BoD have been interviewed, resulting in a total number of 74 interviews. 27% of the interviewees were CEOs, 25% CTOs/CFOs, 4% COOs/CMOs, 21% non-executive members of the BoD, and 23% were VCs.

The results indicate that human resource planning and evaluation as well as financial planning and financial evaluation are the first MCS introduced. The reason for introducing these categories can be found in gaining the two most vital resources for growing start-ups: capital and employees. Additionally, we found some evidence for reciprocal influences between the introduction of MCS and informal control mechanisms. Meaning that, whereas at the beginning of MCS emergence MCS will substitute other MCS, in later stages of MCS introduction, new MCS will complement other MCS. Despite merely striving for acquiring resources, top management teams rather recognize and balance reasons and consequences of introducing formal control mechanisms such as MCS. Finally, the cross-sectional field study shows some evidence that some MCS (e.g., advanced cost accounting systems) will be introduced with a certain degree of future orientation, i.e. the TMT distinguishes between MCS that are introduced to gain legitimacy of the current organizational field and MCS that are introduced to gain legitimacy of future organizational fields (e.g., capital markets).

Key words: Management control systems, emergence, start-ups, resource dependence theory.


A Reflection on Performance, Compliance and the Dual role of Controls

Sophie Tessier and David Otley

Abstract:
Controls are often classified between those promoting performance and those ensuring compliance 
 ADDIN EN.CITE 

(Anthony, 1965; Merchant, 1985; Simons, 1995; CIMA & IFAC, 2004; Cunningham, 2004)
. The paper reflects upon this dichotomy and, based on examples from three case studies, suggests that this dichotomy is not observable in practice. Rather, it is suggested that 1) controls have both performance and compliance aspects and 2) controls are perceived differently by different individuals. Potential implications of this dual aspect of controls are presented. For example, a revised version of Simons’ Levers of Control framework (Simons, 1995) is presented in which beliefs and boundary control systems are redefined as usage of controls rather than types of controls. The paper concludes with proposed empirical questions raised by this new way of understanding controls.

An investigation of the Management Control Systems in the Services Industry

Androniki Triantafylli

Abstract: 

Our knowledge about the choice of MCS in the service sector companies remains limited, despite their importance for the economy of the most developed countries. In order to extend the knowledge and understanding of the design of MCS in service profit-seeking organizations, the current field study extends prior manufacturing context research by investigating the influence of strategy on the design of MCS in shipping companies. Interviews with experts in the shipping industry suggest that MCS are conceptualized in terms of three dimensions according managers’ informational purposes: Basic MCS, Cost Minimization MCS and External Information MCS. Questionnaires were administered to managers of shipping companies with headquarters located in Greece. Using t-tests and logistic regression analysis the results indicated that business strategy, ownership structure and regulations affect the choice of the MCS within a shipping company. Moreover, evidence suggests that those shipping companies that adopt MCS according to their strategy and structure experience superior perceived performance and perceived usefulness of their control mechanisms. 

Key words: Field Study; Management Control Systems; Corporate Strategy; Structure; Service Organizations; Performance 

Changing Management Accounting and Control Systems: the Effectiveness of Influence Strategies on Managerial and Controller’s Change Attitudes

Frank H.M. Verbeeten

Abstract:

The purpose of this research project is to investigate how different influence strategies affect the business unit manager’s and controller’s evaluation of the success of a change in the management accounting and control system (MACS). Previous research has provided several process factors that facilitate management accounting change success; however, this line of research has been criticized for, amongst other things, disregarding differences amongst organizational members. I extend previous research by building and testing a theoretical model that explains why managerial and controller’s evaluations of accounting change success may deviate. Using survey data on paired observations from managers and controllers in 68 business units, I find that the impact of specific change management factors indeed varies among managers and controllers. These results suggest that influence strategies should be tailored to different stakeholders, specifically to the incentives, career concerns and responsibility lines of those affected by the change. 

Keywords: management accounting change; change management strategies; managers; controllers.

Discourses and Change on Accounting Practises: the Role and Use Management Accounting Systems
Rui Viera

Abstract:

This paper examines how accounting mediates managerial practices and organisational discourse. It is based on a longitudinal case study of organisational change in one Portuguese bank, where a new management accounting system has been trialled for implementation over the past few years, as a means to improve the economy, efficiency and effectiveness of employee activity. The culture of banking in Portugal has changed significantly since the 1980s, but at the same time there are older traditions which remain strong. In this context, the study builds on a Foucault-inspired critical framework of the kind developed in the work of Hoskin and Macve (e.g. 1986, 1988, 1994, 2000), and in the research into the financial sector undertaken by Morgan and Sturdy (2000). This study focuses on changing structures, changing discourses and the effect of both of these processes on power relationships. 
The research highlights the increase in visibility and perceived importance of accounting, and how accounting is significant beyond its technical roles. The study provides new insights into how management accounting practices, along with other organisational systems, play an important role in questioning, visualising, analysing, and measuring implemented strategies. As the language and practice of management have shifted toward strategy and marketing discourses, patterns of work, organisation and career are being restructured, in often under-appreciated ways, by accounting practices.

Keywords: accounting discourse, accounting practices, implementation of change, activity based costing, financial services, case study.

Budgeting and Loose Coupling in Public and Non Profit Performing-Arts Organizations

Fabienne Villesèque-Dubus, Pascale Amans and Agnes Mazars-Chapelon

Abstract:
Neoinstitutional consider theories help to explain the use of the budget for ceremonial rather than strictly rational purposes. Performing arts organizations operating in the public and nonprofit sector possess certain specificities that should intensify this dimension of legitimation of the budget as a means of control. However, the budget also comprises an instrumental dimension. Are the political and instrumental dimensions of the budget decoupled, and if not, what form does the coupling take in this sort of organization? A qualitative study of five public and nonprofit performing-arts organizations brings to light the existence of loose coupling between the political and instrumental dimensions of the budget, and presents the different aspects of this coupling by exploring the budget process in this type of organization. Finally, this research shows that the loose coupling inherent to the budget in these creative organizations allows them to accomplish their artistic and cultural mission. 

Key words: loose coupling, budget, performing arts, neoinstitutional theory

Management Control: a Parenting Theory Approach
Tuija Virtanen

Abstract:

This paper focuses on management control from the perspective of parenting theory. The paper reports results from a case study of an airline. The objective of the study is to examine the relationship between parenting style and the design and use of management control systems in the case company. First, the parenting styles of Goold and Campbell were linked to the strategic control typology of Simons. Second, the study provides empirical evidence that the balanced scorecard has been used as a management control tool in different ways at the corporate level and at the business units, and the parenting style influences the way management control systems are used. Third, this study yields results on how management control systems can be used to affect strategic change in the endeavour to adapt organizations to new conditions in a changing environment. On the basis of the empirical data, implementation of the balanced scorecard as a corporate management system tended to enable a change in parenting style away from financial control towards strategic control, but on the other hand, it gave rise to the integration and standardization of management control systems. Furthermore, the results indicate that vertical corporate control may prevent horizontal co-operation between business units.

Keywords: Management control; Management control systems; balanced scorecard; Parenting theory; Parenting style

The Emergence of Management Control Combinations –

A Resource Dependence Theory Perspective
Uwe Voss and Malte Brettel

Abstract:

There is general agreement among management control scholars that individual modes of control do not work independently of one another but form packages or combinations. However, previous contingency research has primarily studied individual, formal control forms in isolation, while past evidence related to the antecedents of control packages is sparse and inconclusive. Extending an earlier conceptual paper by Brettel and Voss (2010), the present study empirically validates a model primarily based on Resource Dependence Theory. The model links task characteristics and various subordinate characteristics that represent sources of managerial dependence to the emergence of the four archetypical combinations of formal and informal control proposed by Jaworski, Stathakopoulos, and Krishnan (1993). The study's propositions receive strong empirical support in a survey of 348 German companies. Three major findings emerge: First, managerial dependence and task characteristics jointly explain the emergence of control combinations very well. Second, given high degrees of dependence and programmable tasks, managers will rely on a combination of high formal and high informal control. Third, the choice between clan and bureaucratic control combinations is largely governed by task characteristics alone. 

Keywords: Management Control; Informal Control; Formal Control; Control Combination; Control Package; Resource Dependence Theory
Explaining Risk Appetite: an Application of Decision Theory in the Field

Arie Frederik de Wild and Gert van der Pijl

Abstract:

Risk appetite, or the organisational willingness to accept risk, has become an important topic for risk management practitioners because of the key role that risk appetite plays in the COSO enterprise risk management framework (2004) and the large impact that organisational risk-taking can have on society. Practitioner literature suggests that the risk attitude of senior management should be articulated in formal statements of risk appetite and mentions the need for independent validation of risk appetite. The explicit elicitation of risk attitudes and integration hereof in risk acceptability statements has, furthermore, been suggested by one of the ERM standard-setting bodies. (CAS, 2005) 
The objective of this study is to explore whether there exists a relationship between organisational risk appetite and the professional risk attitude of the senior management of an organisation. To get an initial test of this relationship we perform a case study with a large privatised government service in The Netherlands. The management tool that this case company uses as a formal statement of its risk appetite is the risk matrix. In this study we discuss the use, origin and relevance of the risk matrix. We then demonstrate that there is a need for risk matrices to reflect the actual risk attitude of senior management and propose that this need can be addressed by decision theory. Three decision theories are discussed: expected value, expected utility and prospect theory. In the case study we elicit the risk attitudes of 43 senior managers regarding organisational risks. We also request these senior managers to indicate what the risk appetite of their organisation should be. We then establish whether there exists a relationship between their professional risk attitude and the risk appetite that they recommend their organisation to adopt. We find that the participants’ attitude towards financial damages to their organisation in isolation describes a risk averse attitude. Under expected utility theory, which is a normative, prescriptive theory for decision making under risk, risk aversion coincides with diminishing marginal utility and is considered a rational attitude towards risk. (Bernoulli, 1738; Neumann and Morgenstern, 1944) When the participants’ attitude towards probabilities is also taken into account, this apparent risk aversion is, however, overruled by their optimism. This optimistic attitude towards probabilities in the face of losses results in irrational, risk seeking behaviour that can be explained by prospect theory which is a descriptive theory for decisions under risk. (Kahneman and Tversky, 1979; Tversky and Kahneman, 1992) The results furthermore indicate that the organisational risk appetite that is recommended by the senior managers does neither reflect a risk averse nor a risk seeking attitude. It instead reflects a neutral attitude towards risk that corresponds with the expected value approach commonly adopted by risk practitioners in the field of system safety. 
In this study risk appetite thus contradicts both normative, prescriptive expected utility theory and descriptive prospect theory. The professionals in our study adopted a risk averse and rational attitude towards financial damages that contrasts with the risk seeking attitudes usually found in laboratory studies with student subjects. The approach demonstrated in this study allows an organization to make explicit what its risk appetite is composed of and allows for the integration of risk attitude into risk appetite. It demonstrates that organisational risk appetite consists of varieties of risk appetites (Power, 2009) and it can assist organisations in their process of setting their organisational risk appetite.


Key words: Risk appetite, Risk attitude, Prospect theory, Management control.

Language of Accountability: Cross-Cultural Critical Discourse Analysis of a Grounded Theory Study
Dermot Williamson

Abstract:

An exploratory grounded theory study found that concepts underlying accountability tend to have different meanings for mainland Chinese, Czech and British managers.  It found little if any reliance by Chinese and Czech managers on accountability for control assurance.  Managers in the study tended to have notions of responsibility and reliability that differed between the three cultures. It is therefore parochial to assume that the concept of accountability has the same meaning, or is even understood, in all cultures.  

Critical discourse analysis (CDA) then threw fresh light on how the meaning of accountability and related concepts are shaped by the cultural, institutional and organisational context, and in turn were used by the managers to influence this context.  CDA showed how the management control concept of accountability may be used in attempts at colonising another culture.  At the same time, the cultural baggage of the concept may limit promotion of accountability and of accountability based management control systems across cultures.  Nevertheless, cross-cultural managers may seek to recontextualise concepts such as accountability, responsibility, reliability and transparency, which, if appropriated within multi-cultural organisations, may contribute to geocentric management control systems.

The study shows that language of accountability and management control matters.  Differences in meanings of words such as accountability, in what notions are meaningful, and in how these notions are enacted impact on multi-cultural management and international control assurance.

Resistance to Change: Using Institutional Theory Framework in Management Accounting to Examine Case-study Chinese Companies’ Budgetary Reform
Fu Xiao, Rob Dixon and Anne Woodhead

Abstract:
This paper examines the introduction of budgetary control systems in two large Chinese companies in the industry of electronic household appliances. We argue that both the ‘lack of capability’ and resistance to ‘established ways of thinking and doing’ contribute to resistance to budgetary reform. Firstly, the bottom-up nature of budgetary control conflicts with existing ‘institutions’ which emphasize hierarchy. These not only lead to the significant failure of budgeting in the branch company of one of case-study companies at the start of its budgetary reform, but also prevented the budgetary reform in both case study companies from being carried. Secondly, the lack of training confuses practitioners. Even after they accept the necessity of ‘doing budgeting’, they are not certain what they should do. Last but not least, although ‘formal and overt resistance due to competing interests’ revealed by the institutional theory framework in management accounting does not exist as a direct force relating to resistance to change, it has been found to be relevant with conflicting departmental budgets, which indirectly adds to the difficulty of budgetary reform in case-study companies. 
This paper benefits from a longitudinal case study research design, which allows the researcher to observe the process of budgetary changes, especially the changes or maintenance of ‘institutions’ relevant with the resistance of budgetary changes. It also serves as an empirical in-depth case study focusing at budgetary changes. Due to the large quantity of this research project’s data, QSR Nvivo serves as an assisting tool to record and analyze data. 
The result of this paper suggest that, institutional theory framework in management accounting is able to explain the resistance of changes, especially by figuring out the influences of conflicting ‘institutions’ during the process of budgetary change. The ‘institutions’ in this case possess different features in the different Chinese context. Also, this paper’s findings suggest that, top level management’s enforcement towards the change of rules and routines within the organizations, can partially overcome the resistance to budgetary change. Nevertheless, managers’ real concern about using budgetary information for management has the potential to be a dominant factor in substantially overcoming resistance to bottom-up budgeting, by balancing the influences of existing ‘institution’, and hence to promote ‘real’ budgetary control practices in Chinese companies. 

Keywords: Resistance to Management Accounting Change, Budgetary Control System, Institutional Theory Framework in Management Accounting, Institution(s), China

Common Organisation Determinants, Performance Management Systems Uses and Organisation Performance: the Evidence of Korean Public Sector

Su-Jin Youn and Yanghon Chung

Abstracts:
As there has been a growing interest in performance management in the public sector, Performance Management Systems (PMS) have also been used successfully in the public sector (Niven, 2003; Radnor & Lovell, 2003; Wisniewski & Dickson, 2001). Despite a large amount of research that has been conducted to date in the field of performance management, there is a relatively insufficiency of empirical research that describes in detail the uses of PMS in the Korean public sector.

The primary purpose of this paper is to draw upon two types of uses of PMS: decision-facilitating and decision-influencing roles(Demski & Feltham, 1976). Using the survey from 66 Korean public institutions, the study examines the relevance of the particular organizational factors of PMS to its use and organizational performance, and analyzes whether PMS roles have mediating effects between those factors and organizational performance.
In sum, for associations between uses of PMS and organizational determinants of accounting information, there are significant coefficients for aligning strategy, training, and top management commitment. For the associations between uses of PMS and organizational performance, there are significant paths with both decision-facilitating and decision-influencing roles. The PLS model indicates the way in which the intervening variables either fully or partially mediate the correlations between common organizational determinants for strategic accounting information and organizational performance.
This study has important implications for management practices. Since the two roles of PMS are affected by different determinants of accounting information, organizational actions may be adjusted to ensure the success of PMS. Hence, before implementing PMS, organizations are encouraged to define their expected uses to better guide the design of the system.

Accounting for Profits and Losses in Health Care: a Case Study of the Introduction of Income Statements for French Public Hospitals Departments
Philippe Zarlowski and Olivier Saulpic

Abstract:

Based on a longitudinal case study in a public hospital where medical departments had recently been created and department profit and loss accounts, based on the implementation of extended case-mix payments for medical activities, had just been introduced, this paper analyzes organizational participants’ representations regarding the meaning and significance of economic and medical performance measurement.

Our case study indicates that participants’ perceptions and representations of both the economic and medical performance of their activities and the new management accounting system were frequently informed by beliefs and values rather by explicit and substantiated knowledge. We also noted that, over the course of our fieldwork, medical practitioner’s attitudes towards both the new organizational structure and the new management accounting system for medical activities globally evolved from positive or neutral to critical and negative.  

In this paper, we concentrate our interpretation on sense-making processes and the role of the newly implemented department profit and loss account as a support for sense-making to account for the appropriation/rejection process of a new management control system.
