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Abstract

This paper reviews the changes which have taken place in
management accounting research overthe last 35 years. It traces the
authors personal journey as a management accounting researcher
andemphasises the shift which has taken place in what it means to
understand management accountingpractices. It argues that to make
sense of diversity in management accounting practices we need
tounderstand the complex mish-mash of inter-related inuences which
shape practices in individualorganisations. It outlines the
contribution which institutional theories can make to understanding
thismish-mash of complexity. In particular, it reviews the
achievements of the Burns and Scapensframework (2000) for studying
management accounting change and describes some of its
limitationsand extensions; viz., the interplay of internal and
external institutions; the importance of trust inaccountants; the
impact of circuits of power; and the need to study the role of
agency in institutionalchange. It concludes that research in recent
years has provided a much clearer understanding of theprocesses
which shape management accounting practices; but the challenge for
the future is to usethis theoretically informed understanding to
provide relevant and useful insights for managementaccounting
practitioners.q 2005 Elsevier Ltd. All rights reserved.
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Although the title of this address refers to my personal
journey, it has not been a solitaryone. I have worked with many
people over the years, and I will mention a number of them

as we proceed. In particular, I will describe the work of some
of the PhD students whohave been accompanying me in recent yearsand
who have been extending and critiquingmy work. Furthermore, as my
journey has been along a fairly broad, well-trodden road,this talk
will reect the broad changes in management accounting research
which havetaken place during my academic career.

The other point to note about my title is:and in a sense, this
is my main themewhatdo we mean by understanding managing accounting
practices? Different people can havedifferent ideas in mind when
they talk about understanding; and this is not just semantics.What
we mean by the phrase understanding management accounting practices
has bothmethodological and theoretical implications. This is
something I want to explore in thisaddress.

I will start by briey describing my personal journey: setting
off in 1970, and thechanges which have taken place over the
following three decades. This will lead to adiscussion of what I
now mean by understanding management accounting practices. I
willthen mention various types of institutional theory and describe
how they can be helpful inmaking sense of the complexity which
characterises the development of managementaccounting practices.
Next, I will outline the framework which John Burns and Ideveloped
drawing on old institutional economics (see Burns and Scapens, 2000
). I willuse a couple of anecdotes to illustrate some the
characteristics and implications of theframework. Then, drawing on
research undertaken by several of my recent PhD students, Iwill
discuss some limitations and extensions of that framework. Finally,
I will conclude bysummarising the changes which have taken place in
understanding managementaccounting practices in the course of my
personal journey, and indicate the implicationsfor case based
research.

1. My journey

1.1. Setting off

After qualifying and working for 2 years as a chartered
accountant, I joined theUniversity of Manchester in 1970, as a P.D.
Leake Teaching Fellowfunded by theInstitute of Chartered
Accountants in England and Wales (ICAEW). This was at a time

when accounting as a university subject in the UK (especially in
England1

) was still in itsinfancy, but beginning to grow. At that time,
Bryan Carsberg was professor of accountingin Manchester. He had
been appointed in 1969, and was the rst accounting professor
inManchester. Previously, accounting had been taught in Manchester,
but it was notconsidered necessary to have a professor of
accounting. However, in the late 1960s andearly 1970s the
accountancy profession was moving towards graduate entry and as a
result

1 There had been a longer tradition of accounting in a number of
Scottish universities; and there were someexceptions in
Englandnotably at the London School of Economics.
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it was becoming necessary to establish university departments of
accounting. I was one of a group of professionally qualied
accountants who were recruited into academe at that

time.Initially, my research was in the area of nancial
accounting. I was advised to do

research in nancial reporting because, as I was told, there
wasnt much to do inmanagement accounting. It was believed that the
interesting work had already been done.All that remained was to
rene, and possibly modify for more complex situations, themany
mathematical models that had been developed. There were models for
most areas of management accounting and there was a widely held
view that such models could solve allmanagement accounting
problems. At that time, at least in management accounting,
wethought we knew everything. But now looking back, it is clear
that we had only a verynarrow conception of management
accounting.

I will now talk briey about some of the changes, which have
occurred in managementaccounting research over the subsequent
years. I will start by saying a little more aboutresearch in the
1970s, and then talk about the perception of a gap between theory
andpractice which emerged in the early 1980s. Next, I will mention
some of the newperspectives that started to be used in the late
1980s and during the 1990s. I will do this byreferring to my own
research, but will try to give an overview of the general nature of
thechanges that were taking place. I will nish this part of the
talk by summarising mypersonal journey and mentioning the nature of
my current researchwhich I discuss inmore detail later.

1.2. The 1970s

The 1970s was a time when much of the academic accounting world
was thinking interms of marginal economic analysis and quantitative
models, and researchers inmanagement accounting were adopting an
economic approach to management decisionmaking and control; with
many, both simple and complex, mathematical models whichwere
intended to prescribe what management accounting practitioners
should do (for areview see Scapens, 1984 ). At the time, the
general feeling of academics, includingmyself, was that all the
relevant theory had been developed and we just needed tocommunicate
it to practitioners. We believed that once practitioners became
aware of thenew models they would apply them in practice. So we saw
the essential role of academicsas one of communicating marginal
economic analysis to students and practitioners; butparticularly to
students, as they would become the next generation of
practitioners. In thisway, management accounting practitioners
would eventually learn how to apply the new

economic models. The problem was that they never really didI
will return to this pointshortly.

At that time I followed the advice I was given and I did not
initially get intomanagement accounting research. I started my
research career in nancial reporting and,in particular, studying
ination accounting. I used an approach from investment
theory(Jorgenson, 1967; Brechling, 1975 ), and this led me to a
concept of economic prot, whichwas grounded in neoclassical
economics ( Scapens, 1978 ). I became increasingly interestedin
management accounting; however, as my concept of economic prot had
some of thecharacteristics of residual income (see Scapens, 1979 ).
When I realised that this was what I

R.W. Scapens / The British Accounting Review 38 (2006) 130 3
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was looking at, I became interested in what had been written on
the subject in themanagement accounting literature, and began
thinking about how economic prot might

be relevant in management accounting. Unfortunately, I concluded
that my measure of economic prot was not practical as a management
accounting technique, as it requiredvery strong assumptions about
the nature of investment behaviour; assumptions that wereunlikely
to hold in practice. So, I thought the concept was useful as an
analytical tool, butthere were specic problems that would constrain
its use in practice ( Scapens, 1979 ).

This conclusion comes back to haunt me from time to timeas my
notion of economic prot is conceptually very similar to the ideas
of economic value-added,which have proved popular in practice in
recent years. These ideas have been veryprotable for consultants. I
had similar ideas 30 years ago, but dismissed them asimpractical.
This may have been a good thing academically, as it encouraged me
intonew areas (as I will describe below), but in terms of
opportunities for consulting income

I obviously lost out.To summarise, in management accounting
research the 1970s was an era of economicoriented mathematical
models. Researchers believed that they had developed the theoryand
the management accounting techniques which practitioners should be
using. But thatwas about to change, particularly in the UK. Going
into the 1980s, managementaccounting researchers began to recognise
that there was a gap between theory andpractice, and that research
to describe practice was urgently needed.

1.3. The early 1980s

At the beginning of the new decade, in December 1980, a
conference on management

accounting research was held at the Manchester Business
School.2

Several of the paperspresented at that conference reviewed
various aspects of both management accountingresearch and practice
(see Cooper et al., 1983). Despite a general awareness of
theapparent gap between theory and practice, participants at the
conference recognised thatresearchers knowledge of management
accounting practice was severely limited andbased largely on
anecdotal evidence. Few researchers had systematic or
in-depthknowledge of management accounting practice; either from
doing research inorganisations or from personal experience. Where
researchers did have practicalexperience, it was rather dated and
quite limited in scope. Generally, it was recognisedthat academic
researchers lacked detailed knowledge of the prevailing
managementaccounting practices, and it was agreed that they needed
to know more. It was from about

that time that researchers in the UK began to undertake
research, rst to describe, and laterto explain the nature of
management accounting practice. Initially, researchers
conductedquestionnaire surveys, next they undertook eldwork,
interviewing both managers andmanagement accountants, and more
recently conducting in-depth longitudinal casestudies.

2 Since that rst conference there have been many others and they
have evolved into what is now known as theManagement Accounting
Research Group that meets twice a yearin London at the LSE in April
and inBirmingham at the Aston Business School in September.

R.W. Scapens / The British Accounting Review 38 (2006) 1304
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So the 1980s was a time when UK researchers started studying
management accountingpractices (as distinct from developing
normative models) and such research essentially

adopted a positivist methodology. In my own research, I went
from developingmathematical models of economic prot, to using those
models to study managementaccounting practices. For example, I
tried to explain why only some companies usedresidual income,
although the textbooks at that time portrayed it as the optimal way
toevaluate and monitor capital expenditure decisions. Many
companies used return oninvestment, while others used budgets as
the basis for controlling their capitalexpenditures. It appeared
that there was a range of different management accountingpractices
(in the area of capital expenditure), and I wanted to understand
why there wassuch a range of practices. I used my model of economic
prot as the conceptual basis forhypothesising which type of
companies would use the different accounting practices. Assuch, my
interest was in explaining diversity of management accounting
practices, and myeconomic model was used to provide the theoretical
basis for the explanation.

Together with an American colleague, Tim Sale, I did a
questionnaire study whichresulted in a sample of 211 divisionalised
UK companies from the Times 1000 and 205divisionalised US companies
from the Fortune 500 companies (see Scapens and Sale,1985).
Comparing the two samples, and using a variety of non-parametric
techniques,including correlational analysis, factor analysis and
multidimensional scaling, weinvestigated a number of hypotheses
concerning the relationship between the use of management
accounting techniques and the extent of divisional autonomy.
However, wefound absolutely nothingi.e. we totally failed to locate
the expected associationsbetween the management accounting methods
used in divisionalised companies and theextent of the autonomy
given to the divisional managers.

We had large matrices of correlation coefcients, but very few
were statisticallysignicant. The only really signicant thing about
the study was the lack of signicantcorrelations. One might have
thought that, given the amount of data and the number of variables,
we would have found at least some signicant correlations purely by
chance.But there were very few. However, the paper was published in
The Accounting Review ,which does not usually publish papers that
do not support their hypotheses. One of thereviewers commentedand I
think this may have persuaded the editor to publish thepaperthat
the hypotheses were all very commonsensical, and it seemed very
surprisingthat they were not supported, despite the use of
sophisticated statistical techniques.

We concluded the paper by noting the difculties involved in
trying to explainmanagement accounting practices with such
questionnaire studies. Our post-questionnaireinterviews identied a
number of issues: (1) management accounting techniques used in

practice are often not the ideal ones, which might be
expectedpractice is never perfect;(2) the development and use of
management accounting techniques are dynamic and this isdifcult to
capture in cross-sectional studies; and (3) the personalities and
backgrounds of key individuals can affect the choice of management
accounting methods in practice.

In this research, we were using a form of contingency theory,
underpinned by economicmodelling, to try to explain the diversity
of management accounting practices. However,the study was unable to
explain the diversity of capital budgeting practices
indivisionalised organisations. Nevertheless, the diversity of
management accountingpractices has remained the focus of my
research over the subsequent years.

R.W. Scapens / The British Accounting Review 38 (2006) 130 5
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My fundamental research question continues to be: why do we see
such a diversity of management accounting practices?

1.4. The Late 1980s and the 1990s

As we moved further into the 1980s and into the 1990s, a variety
of theories and anumber of different methodological approaches
started to be used to study managementaccounting practices;
extending the theoretical domain from economics into
organis-ational and social theory, and with interpretive work and
critical perspectives being usedalongside more conventional
accounting research. As such, this was a period when thenature of
management accounting research broadened quite considerably.

Following my unsuccessful attempts to use positive theory and
economic modelling toexplain the diversity of management accounting
practices, I turned to case studies and in-

depth interviews to investigate the role of accounting and
accountability in theorganisational control of large companies.
This research was funded by the Economicand Social Research Council
(ESRC) and I recruited John Roberts to the project. It wasJohn who
introduced me to the structuration theory of Anthony Giddens (see
1984), whichhe (John) had previously used in his PhD research into
the organisational control of workers in telephone call centres. In
a paper in Accounting , Organizations and Society in1985 (the same
year as my paper with Tim Sale was published in The Accounting
Review 3 ), we charted the development of our thinking about what
an organisationalunderstanding of accounting practices might
involve (see Roberts and Scapens, 1985 ). Wedraw a distinction
between accounting systems and system of accountabilitywhich Ilater
modied to distinguish rules and routines (see below).

We also referred to Giddens discussion of structures of
signication (meaning),legitimation (morality) and domination
(power), which I subsequently developed inmanagement accounting
papers with Norman Macintosh ( Macintosh and Scapens, 1990 ;see
also Scapens and Macintosh, 1996 ). These papers emphasised the
importance of studying how management accounting systems develop
over time and of understandingthe organisational and social context
in which they are embedded. In a later paper, JohnRoberts and I
adopted a structuration theory perspective to try to understand a
case of resistance to management accounting change which we had
studied as part of the ESRCproject (Scapens and Roberts, 1993 ).
This case illustrated how organisational practicesgenerally, and
management accounting practices in particular, evolve out of the
interplayof a disparate set of inuences as well as the intentional
actions of organisation members,and that understanding management
accounting change requires an understanding of various
organisational and historical contingencies (1993: 30).

At around the same time (i.e. the early 1990s) I was becoming
increasingly concernedat the continuing use of questionnaire
surveys of management accounting practices.

3 Although published in the same year, these two papers
represented a major transition in my researchtheresearch for The
Accounting Review paper had been undertaken some 4 years earlier,
but was published only in1985 due to the inevitable delays in
getting papers accepted and then published. However, the paper
inAccounting, Organizations and Society was published much more
quickly and represented our thinking inrelation to the ESRC project
which was undertaken in 198385.

R.W. Scapens / The British Accounting Review 38 (2006) 1306
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These surveys, which gave only a somewhat supercial view of
practices, continued toargue that there was a gap between the
theory and practice of management accounting. As

indicated earlier, I (and others) had written about the gap
between management accountingpractices and economic theory some 10
years earlier (see Scapens et al., 1984 ). By the1990s, I took the
view that continuing to compare management accounting practices
withthe textbook prescriptions of economic theory was no longer
particularly helpful.Furthermore, despite what had been
acknowledged in the research literature, some of thesesurveys still
seemed to be portraying an approach based on economic theory as
some sortof ideal, against which management accounting practices
could be assessed. My viewwas (and continues to be) that we should
be seeking to understand the nature of management accounting
practices, rather than comparing them with the
conventionalprescriptions of economic theory. In my Never Mind the
Gap paper ( Scapens, 1994 ), Iargued that we should be studying
management accounting practice per se, rather than

comparing them to some theoretical ideal. I suggested using case
study research methodsand proposed that institutional economics,
which challenges some of the basicassumptions of neoclassical
economic theory, could provide a useful framework forstudying
management accounting practice.

My research using Giddens structuration theory and my emerging
interest ininstitutional theory came together in 2000, in a paper
which I published with JohnBurns (see Burns and Scapens, 2000 ).
This paper started from a structuration theoryperspective, but as
Giddens approach does not incorporate historical time it is
notparticularly helpful for exploring the process of change. We
argued that an approachdrawing on the work on Barley and Tolbert
(1997) and old institutional economics couldprovide a useful
framework for studying management accounting change. Our paper
wasunderpinned by the ideas of structuration theory, and
particularly Giddens notion of theduality of structure. However,
although our original paper contained an extendeddiscussion of
structuration theory, the paper published had only limited
references toGiddens workat the suggestion of the reviewers! I will
discuss the Burns and Scapensframework, and some extensions and
limitations later. The point to highlight here is thatthe focus of
my research is now on understanding the processes of
managementaccounting changehow organisations come to have the
management accountingpractices that they have. Thus, my research
focus has moved away from simply exploringthe diversity of
practices in the population, to one where I am interested in how
themanagement accounting practices of individual organisations
emerge.

1.5. 2000 and beyond

In the late 1990s, John Burns and I conducted a research project
for the CharteredInstitute of Management Accountants (CIMA) looking
at resistance to managementaccounting change. 4 The basic research
question was: why have management accountingpractices been slow to
change despite the rapidly changing technological andorganisational
environment in recent decades? The project was prompted by
CIMAs

4 Funded jointly by CIMA and the ESRC.

R.W. Scapens / The British Accounting Review 38 (2006) 130 7
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concerns over the criticisms that management accounting had lost
its relevance ( Johnsonand Kaplan, 1987 ), and that the new
advanced management accounting techniques were

not being widely implemented. The focus of the research was on
understanding thecomplexities of the processes of management
accounting change. Several longitudinalcase studies were undertaken
to explore management accounting change in specicorganisations (see
Burns et al., 2003 ). The Burns and Scapens framework was
developedas a way of making sense of these cases.

However, the framework was offered only as a starting point for
researchers interestedin studying management accounting change. We
recognised that it would need to beextended and rened through
further case-based research. Later, I will talk about somecase
studies which my PhD students have undertaken using this framework
and some of the limitations and extensions they have identied.

More generally, as we enter the twenty-rst century, management
accounting

researchers are adopting a broad range of methodological and
theoretical perspectives.The methodological diversity includes
interpretive and critical research, alongside moretraditional
functionalist and positivist research; in addition, a variety of
research methodscontinue to be usedincluding surveys, eldwork and
case studiesas well asquantitative work and also some analytical
work; especially at the interface betweennance and management
accounting. There is also considerable theoretical diversitywith
researchers drawing on disciplines as wide ranging as economics,
organisationtheory, sociology, social theory, politics, and social
anthropology; and using manydifferent theoretical approaches:
economic theory, contingency theory, institutionaltheory, actor
network theory, labour process theory, political economy,
Foucaultsgenealogy, Derridas deconstructionism, and so on (for a
review see Baxter and Chua,

2003 ).This broad-based, theoretically informed research has
undoubtedly providedmanagement accounting researchers with deeper
insights into the nature of managementaccounting, but without
having major impacts on practice. Some of the so-calledadvanced
techniques developed in the US, such as ABC and Balanced
Scorecard(BSC), have certainly had an impact on practice. But much
of the more theoreticallyinformed research, which appears in the
major international research journals, has hadonly a relatively
limited impact on management accounting practice. The challenge
formanagement accounting researchers (including myself) is to
explore the implications formanagement accounting practices and for
management accounting practitioners of theserecent theoretical
advances. This is not to suggest that we need to develop new

fashionable techniques to compete with ABC and the like; rather
I am arguing thatmanagement accounting researchers need to give
more attention to exploring thepractical relevance of their
theoretical work. This will not be easy, and I will notprovide such
practical insights in this talk, but I think it is an important
challenge forthe future.

Before describing in more detail some recent research, which
uses institutional theoryto study management accounting change, I
will summarise my personal journey and thensay a few words about
what I now mean by understanding management
accountingpractices.

R.W. Scapens / The British Accounting Review 38 (2006) 1308


	
7/24/2019 Scapens Good.pdf

9/30

1.6. Summary

Table 1 summarises my personal journey, but as I said earlier it
also reects the broadtrends in management accounting research over
the past 35 years. 5 In the 1970s, in

common with other management accounting researchers, I was using
mathematicalmodelling grounded in economics; whereas in the 1980s
my research adopted theconventional positivist methodology and drew
on a contingency approach; then in the1990s my research was more
interpretive and I was using structuration theory, while otherswere
using a broad range of different theoretical approaches, and some
were doing morecritical work. Today (in the 2000s) a broad range of
methodological and theoreticalapproaches continue to be used in
management accounting research. Personally, I amusing institutional
theory to try to understand processes of management
accountingchange, but I recognise the need to promote pluralism and
to adopt a more pragmaticstance to try to make theoretically
informed management accounting research morerelevant to management
accounting practitioners.

The nal column in Table 1 summarises the practical dimensions of
managementaccounting research over the last 35 years. In the 1970s,
I was seeking, along with othermanagement accounting researchers,
to develop mathematical models which could beused to tell managers
and management accountants what they should do. Then in the1980s, I
(we) started asking what do managers do, while in the 1990s other
managementaccounting researchers and I were trying to make sense of
management accountingpractice. Today, I am continuing my research
into processes of management accountingchange, and other
researchers are seeking to gain deeper insights into various
aspects of management accounting practice. But as I just mentioned,
the challenge for current (andfuture) work is to use the
theoretical perspectives which we have developed to provideinsights
that are relevant and helpful for practitioners. As these practical
dimensions

indicate, there has been a substantial change in the focus of
management accountingresearch over the last 35 years.In terms of
methodology there has been a change from the use of mathematical
models

to prescribe optimal practices, through statistical
generalisation to explain the diversityof observed practices, using
a combination of economic reasoning and contingency theory

Table 1My personal journey

Methodology Theory Practical dimensions1970s Modelling Economic
What managers should do?1980s Positivism Contingency What do
managers do?1990s Interpretivism Structuration Making sense of
practice2000s Pluralism/Pragmatism Institutional Helping
practitioners

5 The dates indicated in Table 1 , and in the earlier
discussion, are very approximate and intended only tocapture the
essence of the changes which have been taking place in management
accounting research over recentdecades.

R.W. Scapens / The British Accounting Review 38 (2006) 130 9
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to do the explaining, to an approach which focuses on
understanding the specic practicesof individual organisations. For
example, in my own research I am now interested in why

specic organisations have their particular management accounting
practices; in otherwords, why they do what they do. As such, over
the years (at least since the 1980s) myresearch has been concerned
with understanding management accounting practices. Butwhereas in
the era of statistical/positivist research the focus was on trying
to understand , inthe sense of explaining diversity in the
population; my research is now seeking tounderstand why specic
organisations have their particular management accountingpractices.
While the earlier approach was rather static, using cross-sectional
surveys, tounderstand diversity in the population; the more recent
approach is more process-oriented,and uses longitudinal case
studies, to understand how management accounting practicesevolve.
As such, there has been a shift in the meaning of understanding .
Next, I would liketo elaborate a little on what it now means to
understand management accounting

practices.

2. Understanding management accounting practices

In the early days, when I had just started doing case study
research, there was onecomment which a manager made that has stuck
with me ever since. As I mentioned earlier,in the mid-1980s John
Roberts and I were studying the role of accounting
andaccountability in the organisational control of large companies.
In one of the companieswe were studying, a large UK-based
multinational, a management accountant describedhow practices had
developed in his part of the company; a relatively small operating
unitlocated in North Wales. He said:

Well it is, you see, how things evolve. I suppose in the
academic world its all clearcut, but it isnt really, you know. When
you come down here, its all a hell of a bigmish-mash, all
inter-related inuences. Its not clear cut and logical. It
lookscompletely illogical, but thats how it happens. And Im sure
were no different fromany other outt. And youll go back and say
What a load of idiots! But thats how ithappens. 6

This brought home to me that there is great complexity and lots
of things going on inany organisation which, when looked at from
the outside, may appear illogical. But it isthis mish-mash of
inter-related inuences that shape management accounting
practices,and thus in studying management accounting change we need
to understand this mish-mash. Clearly, there are broad economic,
social and organisational trends that affect theway in which
companies and their individual practices emerge. But in addition,
there willalso be unique factors, relating to the specic
organisation, which shape its managementaccounting practices. To
understand these practices, we need to study the interplay of
thebroad systematic trends and the unique idiosyncratic factorsi.e.
the mish-mash of

6 This comment was cited in Roberts and Scapens (1993; p.
1).
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inter-related inuences. Here, institutional theory can help us
understand managementaccounting practices.

In recent years, various types of institutional theory have been
used to gain insights intoorganisational (and management
accounting) change. These include: new institutionaleconomics
(NIE), which is concerned with the structures used to govern
economictransactions; new institutional sociology (NIS), which is
concerned with the institutions inthe organisational environment
that shape organisational structures and systems; and
oldinstitutional economics (OIE), which is concerned with the
institutions that shape theactions and thoughts of individual human
agents.

Whereas NIE extends the traditional economic approach and
applies the assumptions of economic rationality and markets to the
governance of organisations, OIE starts from arejection of the
neo-classical economic core and seeks to explain the behaviour of
economic agents in terms of rules, routines and institutions. NIS,
however, starts byquestioning why organisations look similar; and
what are the pressures and processeswhich shape organisations? It
might be helpful if I briey outline the nature of these threetypes
of institutional theory.

2.1. New institutional economics (NIE)

NIE uses economic reasoning to explain diversity in forms of
institutionalarrangements. For example, transaction cost economics
seeks to explain the differencesin markets and hierarchies (
Williamson, 1975 ; see also Williamson, 1985 ). It adopts arational
economic approach, starting from assumptions of bounded rationality
andopportunism, to explain why transactions are organised in
particular ways and why rmshave hierarchical structures. Others
have used similar economic reasoning to explain the

management control systems used in different types of
organisations (see for instance,Meer-Kooistra and Vosselman, 2000 ;
and Speckle , 2001).

Although such work can provide useful insights, I have some
reservations about this typeof research, and particularly about the
underlying economic assumptions. Personally, I getworried about
explanations of managerial behaviour, which are grounded in
boundedrationality and opportunism, and particularly about the
notion of self interest with guile(Williamson, 1985 , p.47)which
underpinsthe assumed economic rationality. It seems tomethat it was
such behaviour that was behind some of the recent major business
collapses; withsome individuals seeking to maximise their own self
interest, and using guile to circumventthe rules which normally
govern accepted business behaviour. For example, managers inEnron
appear to have searched for accounting techniques which could be
used to engineer

prots and to maximise their own interests at the expense of the
shareholders ( Benston andHartgraves, 2002 ).7 Economistsmay argue
that people do notnecessarily behave in the waythat is assumed in
their economic models, but they assert that businesses as a whole
can beassumed to act as though they did. However, constantly
portraying businesses in terms of individuals maximising their own
self interest is quite likely to become a self-fulllingprophesy;
especially when such behaviour is constantly depicted as the norm
in accounting

7 See also the other papers on Enron in the Special Issue of the
Journal of Accounting and Public Policy(Summer 2002).
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courses at business schools across the US and other Western
capitalist countries. But noweveryone is concerned that some
managers are acting as though they were part of a rational

economic modeland giving little thought to the wider social and
ethical issues.Nevertheless, NIE has drawn attention to some of the
economic factors that shape

organisational structures, their control systems, and management
accounting practices.Although the early work using TCE was more
concerned with explaining the historicalemergence of rms and their
management accounting systems (see for example, Johnson,1983 ),
more recent work has attempted to use transaction cost reasoning to
explaindiversity in management control and accounting systems (e.g.
Speckle , 2001). Forexample, in situations where there is
uncertainty, high levels of asset specicity andfrequent
transactions, business relationships are likely to be conducted in
a hierarchy;whereas if there is little uncertainty, few specic
assets, and relatively infrequenttransactions, they are likely to
be conducted though the market. Between these twoextremes there may
be hybrid structures, such as joint ventures, strategic alliances,
supplychains and so on, which provide alternative governance
structures and have their ownforms of control and needs for
management accounting systems. Recent managementaccounting research
has become particularly interested in studying these
neworganisational forms. The studies applying NIE to management
control in suchorganisations have pointed to the need to understand
the use of management accountingin lateral, as well as vertical,
relationships ( Vosselman, 2002 ; see also Meer-Kooistra
andScapens, 2004 ) and to combine the elements of TCE with more
trust-based considerations(Meer-Kooistra and Vosselman, 2000 )I
will return to the issue of trust later.

To summarise, NIE can draw attention to the economic factors
which help to shape thestructure of organisations and their
management accounting practices. As such, it canhelpful be in
understanding certain aspects of the mish-mash of inter-related
inuences.However, economic factors are only part of these
inter-related inuences; we need to look beyond economics to get a
fuller understanding. It is here that NIS can be helpful.

2.2. New institutional sociology (NIS)

As indicated earlier, NIS seeks to explain why organisations in
particular elds appearto be similar. The early research which
applied institutional theory to organisations waslargely concerned
with not-for-prot and public sector organisations, such as
schools,hospitals and other governmental organisations. These early
NIS theorists distinguishedbetween technical and institutional
environments, and argued that they each place differentpressures on
the organisation (see Meyer and Rowan, 1977 ). The former relate to
the need

to achieve technical efciency in the operations of the
organisation, whereas the latterrelate to the need to embrace the
rules, social norms and expectations of others outside
theorganisation. In this respect, organisations have to appear
legitimate to their broaderconstituencies and stakeholders to
secure the resources they need for their continuedsurvival. To gain
this legitimacy organisations have to be seen to conform to what
isexpected of them ( DiMaggio and Powell, 1983 ).

Once again this approach has provided some useful insights, but
it is also not without itsproblems. The early studies tended to
dichotomise the technical environment on the onehand, and the
institutional environment on the other. Such a dichotomy is,
however, quite
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problematic. More recent writers have recognised that there are
many inter-related aspectsof organisational behaviour and they can
have both institutional and technical elements

(Powell, 1991 ; see also Greenwood and Hinnings, 1996 ). For
example, the implementationof ABC may be driven by technical
concerns to achieve the most appropriate allocation of overheads
for economic decision making, but it may also be driven by the
desire to conformto external expectations and to appear to be
adopting the modern techniques which are usedby other well known
organisations. In actual situations, it may be very difcult
todisentangle these two types of organisational conformance.
Nevertheless, NIS has beenvery useful in drawing attention to the
need to recognise the way in which organisations tendto conform to
what they perceive as the expectations of their broader
environment.

In explaining this conformance NIS has focussed attention on
different types of isomorphismcoercive, mimetic and normative;
isomorphism is the process throughwhich one organisation tends to
resemble others in the same eld ( DiMaggio and Powell,

1991 , p. 66). Coercive isomorphism occurs due to political and
regulative inuences;mimetic isomorphism when organisations seek to
copy the practices of other successfulorganisations; and normative
isomorphism when the norms of society and professionalbodies
inuence the practices of organisations. This approach to explaining
organisationalconformity has been used by management accounting
researchers to study the non-rational and sometimes ceremonial use
of accounting information, especially in the publicsector. Such
research relies on another concept from NIS: viz. loose coupling.
This occurswhen accounting practices which are introduced to meet
institutional requirements are usedin a ceremonial way: i.e.
separate from the control systems used to manage the technicalcore
of the organisation (see Meyer and Rowan, 1977 ). Examples of the
use of NIS to studymanagement accounting practices include the work
of Covaleski and Dirsmith (1983),

(1988) , who studied public sector budgeting and case-mix
accounting in hospitals in the US(see also Covaleski et al., 1993
); Modell (2001, 2003 ) who used NIS to study new publicmanagement
in Norwegian health care and in the Swedish university sector (see
alsoBrignall and Modell, 2000 , who contrasted public sector
reforms in the UK and Sweden);and Collier (2001) who studied local
nancial management in a British police force.

Taken together, NIE and NIS indicate the various external
pressures, both economicand institutional, which can have an impact
on the way organisations are structured andgoverned. NIE and NIS
can help us understand the nature of the external pressures
onorganisations; but not all organisations will conform to these
pressures and some may bemore susceptible to certain pressures
rather than to others. If we want to explain theaccounting
practices of individual organisations, we have to look within
theseorganisations. In addition to the external pressures, there
are internal pressures andconstraints that are part of the
mish-mash of inter-related inuences mentioned earlier.Whereas in
NIE and NIS institutions are given, and assumed to apply pressure
fromoutside the organisation, OIE enables us to look more closely
at institutions within theorganisation, and to focus on the
internal pressures and constraints that shape managementaccounting
practices. 8 Burns and Scapens (2000) used OIE to develop a
framework for

8 It should be noted that recent work in NIS also looks at
actions and pressures within organisations (see Oliver,1991;
Powell, 1991 ; and Greenwood and Hinnings, 1996 ).
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studying management accounting change; but before discussing
that framework, I willmake a few general remarks about OIE per
se.

2.3. Old institutional economics (OIE)

If we want to understand what shapes management accounting
practices in individualorganisations, it is not sufcient to stay at
the level of NIE and NIS. Those approaches look to the broader
external environment and explore how it impinges on organisations.
To geta fuller understanding of the mish-mash of inter-related
inuences it is essential to goinside the organisation and to study
how management accounting practices are shapedwithin the
organisation. This is the reason for my interest in studying
managementaccounting change. I want to try to understand how the
management accounting practicesof individual organisations evolve.
For this purpose, I have found the insights of OIEparticularly
helpful.

Initially, it is important to contrast old and new institutional
economics. OIE starts froma position which questions some of the
basic assumptions of neoclassical economics.Instead of simply
assuming bounded rationality and opportunism, it seeks to explain
whypeople appear to be opportunistic, and why we see particular
types of economic behaviour.It recognises that behaviour within
economic systems (and organisations) can becomeinstitutionalised:
i.e. embedded in and shaped by institutions. Whilst there is no
generallyagreed denition of an institution, my preferred denition
was set out as long ago as the1930s in an Encyclopaedia of the
Social Sciences : an institution is a way of thought oraction of
some prevalence and permanence, which is embedded in the habits of
a group orthe customs of people ( Hamilton, 1932 ; see Hodgson,
1993b ).

(Old) institutional economics has its origins in the work of the
early Americaninstitutionalists, such as Veblen and Commons (see
Langlois, 1989 ), who critiqued theimpact that large corporations
were having on social democracy in the US at the beginningof the
twentieth century. They saw economics as a process of social
provision, which issubject to multiple and cumulative causation,
rather a series of static equilibria. To themhuman beings are a
cultural product, and accordingly economics requires
anthropologicaland evolutionary dimensions. More recently, amid
growing concerns about the ability of neoclassical economics to
address contemporary economic problems, there has been aresurgence
of interest in institutional economics, often combined with other
perspectives,such as the behavioural economics of Herbert Simon
(e.g. 1955, 1959) and theevolutionary economics of Nelson and
Winter (see 1982) .

This more recent work recognises a duality between action (human
activity) and theinstitutions which structure that activity (cf.
Giddens, 1984 ). It explores the way in whichhabits, rules and
routines can structure economic activity, and how they evolve
throughtime (Hodgson, 1993a ). Adopting an OIE perspective we can
study managementaccounting as the rules and routines which shape
organisational activity; and by studyinghow rules and routines
evolve we can better understand management accounting change.This
was the motivation for the framework that John Burns and I
developed in our paper in Management Accounting Research in
2000.
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3. The Burns and Scapens framework

This framework, which is set out in Fig. 1,9 draws on the ideas
of OIE describedabove. 10 At the top of the gure there are the
institutions which comprise the ways of thinking and the underlying
assumptions that condition how people behave; and at thebottom
there are the actions that are carried out over time by the
individual organisationalactors. Rules and routines link these
actions to the institutions. The rules and routinesencode the
institutions: i.e. they reect the taken-for-granted assumptions of
people in theorganisation. Furthermore, it is the rules and
routines, which shape the actions that peopletake. On an ongoing
basis, the actions follow the rules and routines; although these
actionsmay lead to changes in these rules and routines. In other
words, there may be changes in

the rules, and especially in the routines, as people adapt to
new situations. So as theorganisation moves through time, the rules
and routines can be modied relativelyquickly, as the actors
repeatedly undertake their actions. But institutions, the
taken-for-granted ways of thinking, tend to be much slower to
change, as they are somewhatabstracted from day-to-day
activity.

As there is a direct linkage between the rules and routines and
the day-to-day actions,the links are indicated by solid
linesrepeated quite quickly. But at the institutional levelthe
connection is subtler and abstractso the link is portrayed by
dotted lines (although asinstitutions can have very signicant
effects in shaping the rules and routines, these linesare quite
thick). Also, as institutions can be slow to change, only one pair
of lines isshownindicating that the day-to-day actions and the
emerging rules and routines may be

quite slow to become institutionalisedas will be discussed
below.Central to this framework is the notion that management
accounting practices are partof the organisational rules and
routines, which enable organisational members to makesense of their
actions and the actions of others. Furthermore, if they are widely
shared and

Institutions

Routines

Rules

time

Actions

Fig. 1.

9 This is a modied version of the gure in Burns and Scapens
(2000, p. 9).10 The framework per se cannot be described as an OIE
framework. It is similar to, and also draws on the work

of, Barley and Tolbert (1997) who come from an NIS perspective.
As such there are considerable overlaps incurrent thinking in NIS
and OIE.
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underpinned by accepted meanings they reduce the potential for
conict in theorganisation. Finally, together the rules and routines
comprise the organisational know-

how. Over time individuals will leave the organisation and new
individuals will replacethem. These new individuals have to learn
how things are done in the organisation. Thus,the organisational
know-how is not bound up in the individuals per se, they come and
go,but it is comprised in the organisations rules and routines.

3.1. Routinisation and institutionalisation

Fig. 1 and the above explanation provide a brief overview of the
framework, but acouple of anecdotes may help to illustrate some
important issues and implications. Theyare not related to
accountingthey are simply amusing stories which appeared along with
jokes and other similar stories in the magazine of the Altrincham
advanced motorists. 11

Despite their origins, I feel these anecdotes capture the
essence of the issues concerningroutinisation and
institutionalisation, which are at the heart of the Burns and
Scapensframework. The rst anecdote is about conditioning monkeys
(see Box 1). It illustrateshow routines can develop and then over
time become taken-for-granted: i.e.institutionalised. Such
institutionalised routines are dissociated from the
historicalcircumstances which gave rise to them. They are simply
the ways things are done. Asindividuals come and go these
taken-for-granted assumptions are passed on. In the

Box 1: Conditioning monkeysStart with a cage containing ve
monkeys. Inside the cage, hang a banana on astring and place a set
of stairs under it. Before long a monkey goes to the stairs

and starts to climb towards the banana. As soon as he touches
the stairs, spray allthe other monkeys with cold water. After a
while, another monkey makes anattempt with the same result. All the
other monkeys are sprayed with cold water.Pretty soon, when another
monkey tries to climb the stairs, the other monkeyswill try to
prevent it. Now, put away the cold water. Remove one monkey from
thecage and replace it with the new one. The new monkey sees the
banana andwants to climb the stairs. To his surprise and horror,
all the other monkeys attackhim. After another attempt and attack,
he knows that if he tries to climb the stairs,he will be assaulted.
Next, remove another of the original ve monkeys andreplace it with
a new one. The newcomer goes to the stairs and is attacked.
Theprevious newcomer takes part in the punishment with enthusiasm!
Likewise,replace a third monkey with the new one, then a fourth,
and then a fth. Everytime the newest monkey takes to the stairs, he
is attacked. Most of the monkeysthat are beating him have no idea
why they are not permitted to climb the stairsor why they are
participating in the beating of the newest monkey. After
replacingall the original monkeys, none of the remaining monkeys
have ever been sprayedwith cold water. Nevertheless, no monkey ever
again approaches the stairs to tryfor the banana. Why not? Because
as far as they know thats what has alwaysbeen done around here.

11 I suspect they have appeared in many other similar placesthis
type of anecdote seems to be very widelycirculated.
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anecdote, none of the later monkeys were ever sprayed with
water; they just know that youdo not let anyone go up those steps.
Institutionalisation is an interesting concept and one

that is relevant, not just to monkeys, but also to businesses.
The punch-line of the storywas: and that, my friends, is how
company policy begins.

Thus, institutions are the routines which have become
dissociated from their historicalrootsi.e. over time they have
become taken-for-granted. This emphasises the role of history and
recognises that how we behave is constructed over time. Although
institutionsare dissociated from their historical antecedents, it
does not mean that history isunimportant: in understanding current
behaviour history is very important. Change islikely to be
evolutionary, and path dependent , as the existing routines are
likely to createinertia which can limit the possibilities for
change. This leads us to the notion of lock-in,which has been
explored by a number of writers in OIE.

3.2. Lock-in-history is important

Lock-in occurs when current actions are constrained by past
actions; here anotheranecdote could be helpful. Again it is not an
accounting example: it relates to the buildingof the Space Shuttle
(see Box 2).

This rather lengthy story (and long history) provides an
excellent illustration of howdecisions and choices made in the past
can inuence what we do today. This may notrepresent an absolute
constraintin the sense that nothing else is possible. For
instance,the designers of the space shuttle could have found other
ways of transporting the SRBs, or

Box 2: Building the Shuttle

When you see a Space Shuttle sitting on its launch pad there are
two big boosterrockets attached to the sides of the main fuel tank.
These are solid rocket boosters(SRBs). They are made by Thiokol at
its factory in Utah. The engineers whodesigned these SRBs would
have preferred to have made them a bit fatter; butthey were
constrained due to the size of two horses backsides in Imperial
Rome.What does the size of horses backsides in Imperial Rome have
to do with boosterrockets? Two horses were used to pull Roman war
chariots. As the Roman armyspread across Europe (including England)
they built the rst roads; and theseroads have been used ever since.
These Roman war chariots made ruts in theroads. Since the chariots
were made for Imperial Rome, they were all alike in thematter of
wheel spacing. Consequently, the ruts in English roads had a
fairlystandard spacing. The builders of other wagons continued to
use the same wheelspacing because if they tried to use any other
spacing the wagon wheels wouldbreak on some of the old Roman roads.
So, throughout the mediaeval period thiswheel spacing was used.
When, during the Industrial Revolution, trucks had to bebuilt for
the new railways, the old wagon jigs and tools were used and this
meantthat the new trucks had the same wheel spacing. This became
the standardgauge for railways: 4 feet 8 1 2 inches. And when
English expatriates built the USrailroads they continued to use
this gauge. Now we come back to the SRBs. Theyhad to be shipped by
rail from the factory to the launch site. The railwayhappened to
run through a tunnel in the mountains. The SRBs had to t
throughthis tunnel. The tunnel is slightly wider than the railway
track, and the track as weknow is about as wide as two horses
backsides.
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they could have re-excavated the railway tunnels and made them
bigger. But these optionswould have involved substantial additional
costs. So, specic options today may be

limited by previous actions; certain options may be just too
costly or too difcult becauseof actions taken in the past. Another
example used in the economics literature is theQWERTY typewriter (
David, 1985 ). Attempts to introduce alternative keyboards,
whichwould be more suitable for the computer age, have proved
unsuccessful because of theproblems of retraining everyone who has
become familiar with the QWERTY keyboardthat was designed in the
era of manual typewriters. As a result, where we nd ourselvestoday,
and what we can feasibly do now, can be (and often is) constrained
by where wehave come from in the past. As a result past decisions
can be important, as they can lock usinto particular courses of
action.

3.3. Evolution and revolution

As the above anecdote illustrates, history is important. Hence,
we can think of accounting and other organisational practices as
essentially evolutionary. But this does notmean that revolutionary
change is not possible. One of my PhD students, Cristiano
Busco,studied the acquisition in 1994 of an Italian company, Nuovo
Pignone (NP), by the USmultinational, General Electric (GE) (
Busco, 2003 ; see also Busco et al., 2002 , 2006). NPwas a very
bureaucratic Italian company, part of a State-owned group, called
ENI; it wassold to GE as part of the Italian governments policy of
privatisation. A couple of yearsearlier, 20 of ENIs top executives,
including its chairman, had been arrested forcorruption; and the
chairman later committed suicide in prison. So when GE acquired
NP,it was clear to everyone that there were going to be major
changes. GE is renowned for itsnancially-orientated, numbers-driven
approach to management, which emphasises bothintegrity and cash
generation. But NP had little history of nancial management. In
thepast, it had had a typical public sector approach to management,
with little attention givento cash generation and management by
nancial numbers. However, within about threeyears NP had been
integrated into the GE world-wide organisation and was being
managedin the GE Way. This could be considered to be a quite
revolutionary change.

The experience of NP suggests that revolutionary change is
possible. In that case, therewas widespread recognition within the
company that, following the acquisition by GE,things were going to
be very different. It was accepted that the existing ways of doing
andthinking in the company were going to have to change. It was
recognised (although notnecessarily in these terms) that the
prevailing institutions (the taken-for-granted ways of

thinking) would not be acceptable to GE. Thus, there was a
collective mindset that changewould take place. As such, although
everyone was very anxious, they recognised thatchange was
inevitable and they looked for ways of coping with it.

Reorganisation of the nance function helped in a practical way
to meet the demandsfor nancial information which GE imposed on
NPnew nance managers wereintroduced and extensive training was
given. But one of the things which appearedparticularly important
in enabling existing managers to cope with the demands of the GEWay
was the introduction of Six Sigma; a quality improvement programme.
The term SixSigma is taken from statistics; 95% of observations are
contained within two standard
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errors (two sigma) of the mean of a normal distribution. With
three standard errors (threesigma) there are 99.8% of the
observationsan error rate of 2 per 1000; while at six sigma

the error rate of 3.4 per millionvirtually perfect. The Six
Sigma programme, which wasintroduced in NP soon after its
acquisition by GE, is concerned with achieving such highlevels of
quality.

Although administratively NP was a very bureaucratic
organisation, in engineeringterms it was generally recognised as
being top class. The quality of its products wasacknowledged in
international markets. This was why GE wanted to acquire it;
inengineering terms NP had good technology and good products, and
as such it was apotential competitor of GE. Thus, the Six Sigma
programme was compatible with, andreinforced, the prevailing ways
of thinking within NP. It built on to their quality-orientedview of
the world. But one of the essential elements in the Six Sigma
programme is that allquality improvement projects have to be
expressed in quantitative terms and their nancial

consequences evaluated. Then the outcomes of the projects can be
monitored andevaluated to demonstrate both the improvement in
quality and the nancial gains arisingthere from. Thus, Six Sigma
brought the techniques of nancial measurement and anancial
orientation into NP; although such things were new to the
organisation, they wereexpressed in terms which everyone
understoodi.e. in terms of quality. Thus, Six Sigmalinked the
changes taking place in NP to the prevailing ways of thinking and
doing (i.e. theprevailing institutions).

4. Stability and change

In the case of NP, we can see both evolution and revolution.
There was a quiterevolutionary change, but within it there were
also evolutionary processes building on theexisting
quality-oriented ways of thinking. Thus, there were certain
elements of stabilitywithin the process of change. So it is
important not to regard stability and change asmutually
exclusivethere can be elements of stability within change; and
change may benecessary if things are to remain stable. 12 Stability
and change were also features of another study; again by one of my
PhD students. Siti-Nabiha Abdul-Khalid conducted acase study of a
South East Asian oil company ( Siti-Nabiha, 2000; Siti-Nabiha
andScapens, 2005 ). This company introduced value-based management
in the late 1990s. Thecase study focused on the division
responsible for the production and transmission of natural gas. The
division was very protable and a considerable cash generator, as it
held amonopoly position in an expanding market. Its main constraint
was the capacity of thetransmission pipelines; consequently, the
divisions three main objectives were safety,reliability and
efciencywith efciency, especially in cost terms, a distant third.
Itproduced budgets and nancial reports, but they played only a
minor role in managementcontrol, which focussed instead on
maximising capacity usage. Thus, although budgets

12 In Burns and Scapens (2000) we referred to an Italian novel
by Giuseppe di Lampedusa, in which there is afamous quote: If we
want things to stay as they are, things will have to change.
(Lampedusa, 1958 [ 1996, p. 21]).
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were produced they had a largely ceremonial role. Initially,
value-based managementreports were also produced in a ceremonial
way. So everything remained relatively stable.

Value-based management was an initiative of senior management,
which was imposedon the gas division. It was one of a number of
management initiatives that had beenpromoted in the preceding
years; seemingly to demonstrate that the company wascomparable to
and could compete with the multinational oil companies. But there
waslittle change within the gas division. Although it introduced
the key performanceindicators (KPIs) required for value-based
management, they were not used formanagement purposes. However, not
implementing the new system was not consideredan option, as it was
imposed by corporate headquarters. The gas division simply
regardedit as something that had to be done; but not something that
was needed to manage thedivision. Eventually, the preparation of
the KPIs was delegated to the General Managerssecretary, who
communicated the information directly to headquarters.

Thus, initially this appeared to be a case of stability and
resistance to changewith theimposed new system being implemented
ceremonially, and having no impact on theprocesses of management or
the thinking of managers. However, over the following threeto four
years, some of the ideas of value-based management started to be
used in thedivision; but not in the way that the corporate
headquarters had intended. Managers in thegas division began to
develop their own KPIs, which they used for their own purposes;
tosupport their own view of the divisions performance. As such,
they adapted value-basedmanagement to achieve the objectives that
they had for their organisation. This was quitedifferent to the
intentions of the senior managers at headquarters. They had
introducedvalue-based management to emphasise shareholder value and
the need to cut costs andgenerate cash. In the gas division,
however, the emerging system of KPIs had a moreproduction
orientation. Although there were some nancial and cost-based KPIs,
theprimary focus of the emerging system was on issues of production
and transmissionreliability and safety. Thus, despite the apparent
stability and resistance to the new systemimposed by headquarters,
there was change; but not the change that the system designershad
expected. As such, there was both stability and change.

4.1. Summary: achievements

To summarise, the Burns and Scapens framework emphasises that
managementaccounting change is a continuous process and it draws
attention to the relationshipbetween actions, rules and routines,
and the underlying taken-for-granted assumptions inthe
organisation. Whereas NIS takes institutions as given, and outside
the organisation, the

Burns and Scapens framework is concerned with internal
institutions; how they emergeand how they shape current
actionsincluding processes of change. This notion of internal
institutions has certain similarities with the concept of corporate
culture in theorganisation literature (see Busco et al., 2002 ).
The recognition that existing ways of thinking within an
organisation can have an important inuence on processes of
management accounting change has implications for the management of
change ( Burns etal., 2003). Attempts to introduce new management
accounting systems and techniques,without careful consideration of
the prevailing institutions within the organisation, islikely to
encounter resistance. Furthermore, the prevailing institutions are
likely to shape
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the character and content of the change process. This was
referred to above as pathdependency, which can lead to
organisations becoming locked-in to certain courses of

action; as in the booster rockets for the space shuttle.The
notion of management accounting change as a continuous process,
rather than a

discrete movement from one position to another, has implications
for what we mean bysuccessful implementation. The introduction of
value-based management in the gasdivision of the South East Asian
oil company mentioned above might be consideredsuccessful as the
instructions of headquarters to implement value-based management
werefollowed; VBM was successfully implementedbut only
ceremonially. The new systemdid not have an impact on ways of
thinking within the gas division; as such VBM wasunsuccessful in
introducing a culture of shareholder value. However, a new system
of KPIswas eventually implemented and used within the gas division.
So there was managementaccounting change; but not what the
designers of the VBM system at corporateheadquarters had in mind.
Thus, in assessing the success of a management accountingchange
great care has to be taken; the perspectives of the various groups
in theorganisation have to be considered (cf. Malmi, 1997 ).
Furthermore, as change is anongoing process, something that is
considered successful/unsuccessful at one time mayevolve into
something else as time proceeds. Thus, management accounting change
has tobe seen as a complex ongoing evolutionary process; but as the
Nuovo Pignone caseillustrated, the change can have quite
revolutionary dimensions if the prevailing ways of thinking in the
organisation are challenged. Nevertheless, even in the NP case
there wasstability in the production orientation of the
business.

The Burns and Scapens framework, set out in Fig. 1, provides a
useful basis forstudying such stability and change in management
accounting practices. However, thisframework has been used largely
to study stability and resistance to change, and rather lessto
study institutional change (the case of Nuovo Pignone is an
exception). Also, as theframework focuses on institutions within
the organisation, it gives less attention to theexternal
institutions (which are the focus of NIS). However, when John Burns
and Ideveloped our framework, we explicitly recognised that there
are both internal andexternal inuences on management accounting
practices (2000, p. 12). In our paper, wefocussed on the internal
institutions, as other researchers (using NIS) were exploring
thenature and impact of external institutions, while little
attention had been given to theinternal institutions. Nevertheless,
in any study of management accounting change it isimportant to
recognise that external institutions can be important in shaping
managementaccounting practices. In addition, there are other
issues, not explicitly captured in theBurns and Scapens framework,
which have been explored in the work of my PhD students.

In particular, issues of trust, power and agency have been
identied as important inunderstanding management accounting
practices.

5. Extensions and limitations

In this section, I will describe the work of some recent PhD
students who haveexamined management accounting change in different
countries, using the Burns andScapens framework. I will start with
a study, which explored the interaction of external
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and internal institutions in shaping management accounting
practices. This studyidentied trust as one of the issues which
needs to be considered in studying management

accounting change. The next study will look more explicitly at
issues of trustusing thecase study of Nuovo Pignone mentioned
earlier. I will then turn to issues of power. JohnBurns discussed
some of these issues in his 2001 paper in Accounting, Auditing and
Accountability Journal , drawing on insights from the Burns and
Scapens framework.Here, I will refer to a study which also explored
power, but in so doing identied animportant limitation of the Burns
and Scapens framework. Finally, I will outline somecurrent work
which focuses on issues of agency and processes of
institutionalisation. Thisis an area which has largely been
overlooked in recent studies of management accountingchange.

5.1. External and internal institutions

One of my PhD students, Nor Aziah Abu Kasim, studied a public
utility in Malaysiawhich was going through a process of massive
organisational change (see Nor-Aziah,2004a,b ). Under pressure from
the government, it had rst to commercialise, thencorporatise, and
nally quite recently it was privatised. The study focussed
primarily onthe period of corporatisation, and explored the
internal tensions created because of conictbetween the internal and
external institutions. There were inescapable external pressuresand
these had major impacts within the organisation, and led to serious
internal conictsthat revolved around a lack of trust in the
accountants.

A major problem in the process of corporatisation was the
introduction of newaccounting systems, including systems of
budgetary control. But the operating managershad little trust in
the accountants. Previously, when the organisation was a
governmentdepartment there had been no signicant role for
accountants. However, when it wascommercialised it had become
necessary to produce nancial accounts, and a new cadre of
accountants had been employed; but they were largely new graduates
with littlecommercial experience. As a result, these accountants
had relatively low status in theorganisation, and were not
perceived as nancial expertsrather they were seen asunnecessary
meddlers in the day-to-day operations of the business. Furthermore,
in settingup the new system to produce the nancial accounts during
the process of commercialisation, the accountants had deliberately
distanced themselves from the day-to-day operations of the
business, as they did not trust the operating managers to
providethem with reliable information. Consequently, the new
nancial accounting system wasquite separate from the operations of
the business.

One of the external institutional pressures on the organisation
came from the regulatorwho was calling for high levels of service
delivery, and this conicted with the pressuresfrom managers at head
ofce who were calling for cost reductions. The regulator had amajor
impact, however, which was enhanced by political considerations;
such as criticismsfrom politicians when service levels were not
maintained. These external institutionscreated problems for the
operating managers and they instituteda policy of
completingeachdays work by the end of that day; thereby leaving no
outstanding work on the oorthiswas known as the clear oor policy.
The manager at each location was responsible forexecuting the local
clear oor policy, and this represented each managers key target. As
a
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result, ways of working were developed that sometimes involved
overtime working, andthis inevitably had cost consequences. But the
operating managers were not unduly

concerned about costs and resented the accountants attempts to
hold them accountable fortheir costs. For them, the accountants got
in the way of the clear oor policy.

Consequently, the operating managers saw the accountants as
outsiders with littleknowledge or understanding of the business,
and in whom they had little trust. This meantthat the accountants
and their accounting systems were treated with distrust when it
cameto the introduction of budgetary control during the
corporatisation process. This notion of trust (and distrust) in
accounting systems and in accountants is very interesting.
Althoughthe concept of trust has been well researched in the
organisational literature, it is relativelyunder-researched in the
management accounting literature. The discussion of trust whichis
in the accounting literature has primarily focussed on new
organisational forms (thehybrid structures mentioned earliere.g.
see Meer-Kooistra and Vosselman, 2000;Langeld-Smith and Smith, 2003
), although there are some other studies of accounting fortrust
(see Tomkins, 2001; Johansson and Baldvinsdottir, 2003 ). This
seems a particularlyfruitful direction in which to develop thinking
on management accounting change. I willreturn to the concept of
trust in a moment.

An important conclusion of this Malaysian case study is that,
although the NISliterature tends to portray loose coupling as an
organisational response to externalpressures, it can also be the
outcome of tensions within the organisation as the
externalpressures generate internal conict. In this case, the lack
of trust in the accountants causedthe managers to distance
themselves from the use of accounting. Here, the loose couplingwas
as much a consequence of the lack of trust in accountants, as it
was an organisationalresponse to protect the technical core of the
organisation from the demands of the externalinstitutions. Thus,
there were interactions between the internal and external
institutions,which together were important in shaping the
management accounting practices of thisMalaysian organisation.

5.2. Trust

Although this research in Malaysia focussed on the linkages
between internal andexternal institutions, it identied trust as an
important issue. The research in NuovoPignone, mentioned earlier,
also explored the issue of trust ( Busco, 2003 ; see also Buscoet
al., 2002 , Busco et al., 2006). But in that case the role of trust
was very different.Whereas there was a lack of trust in accountants
in the Malaysian study just mentioned,in the NP case trust in
accountants did emerge and accounting came to be seen as an

expert system. Within NP managers and others in the company
recognised thataccounting is a pervasive feature within GE, and
more specically they perceivedaccounting as something that modern
corporations do. It is a reection of modernityinGiddens sense of
the term (1990). Giddens argues that expert systems are a feature
of modernity; we all have to trust expert systems and to put faith
in experts. For example,when we travel, say by aeroplane, we put
our faith, indeed our lives, in the hands of avast array of expert
systems and the experts who design and implement those systems.We
trust both the systems and those individuals. If we did not have
trust in expertsystems modernity would not be possible.
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Following its acquisition by GE, people in NP faced a crisis and
they did not know whatwas going to happen. They had considerable
anxiety about the future and what the GE

acquisition would mean for NP and for them individually.
However, GE has a well-developed and extensive programme of
integration for its acquisitions. In NP a massiveamount of training
was provided in all aspects of the GE Way. In relation to
accounting, anew cadre of well qualied nance managers were
appointed to work alongside and tosupport the operational managers.
These nance managers were perceived as the peoplewho could help and
support managers; they were recognised as experts who could
dealwith the accounting and nancial problems that had to be faced.
Over time, as theycontinued to provide solutions to these problems
and to enable managers to meet thedemands placed on them by GE,
trust was built in the accounting systems and in theaccountants who
came to be seen as trusted access points to these expert
systems.

So, whereas in the previous Malaysian case there was a lack of
trust in accountants and

this led to resistance to new accounting systems, in the NP case
it was the building of trustwhich facilitated the process of change
and the introduction of new accounting systems.Thus, trust in
accounting and in accountants would appear to be important in the
shapingof management accounting practices and consequently trust is
an issue which needs to beexplored in studying management
accounting change.

5.3. Power

The third PhD study I want to mention focuses on the issue of
power. This study isparticularly relevant here, as it points to a
limitation of the Burns and Scapens framework.Earlier, I portrayed
institutions as taken-for-granted ways of thinking and doing:
i.e.

assumptions which underpin day-to-day activity, and which can be
traced back to pastactions and choices, but which have become
dissociated from their historical antecedents.Joao Ribeiro studied
a Portuguese company that was introducing an enterprise
resourceplanning (ERP) system ( Ribeiro, 2003; Ribeiro and Scapens,
2004 ). Although thisresearch started from the perspective of the
Burns and Scapens framework, it questionedthe notion that
taken-for-granted assumptions are essentially below the surface at
acognitive level. In this Portuguese company there were severe
constraints on how peoplebehaved; and lots of institutionalised
behaviour. But the constraints were not at a cognitivelevel. The
assumptions about how to behave were not below the surface; in some
taken-for-granted fashion. Rather, they were quite explicit and
very much out in the open;everybody knew what they were doing, and
more importantly they knew why.

The company was very large public company; but it was run by a
powerful family. Thesenior member of the family (referred to as the
Group Leader 13 ) had placed familymembers and other condants into
key positions throughout the company, so he couldcontrol what was
happening in the business. As a result, the rules and routines in
theorganisation were held in place, not by taken-for-granted
assumptions, but by circuits of power (Clegg, 1989 ). This
questions the notion that rules and routines are underpinned
byinstitutions that are largely unquestioned assumptions, located
at a cognitive leveli.e.

13 This name was made-up by Joa o Ribeiro.
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below the surface of everyday discourse and dissociated from
their historical origins. Inthis case, the rules and routines were
held in place by the powerful position of the Group

Leadera position which was explicitly acknowledged, but not
openly challenged;although it was widely discussed. Thus, attempts
to introduce new systems, whichchallenged existing rules and
routines, were caught up in a power struggle.

The case study focussed on the introduction of an ERP system,
which was part of anattempt to introduce greater management control
over the production activities of aparticular segment of the
business. However, the production manager of this segment wasa
condant of the Group Leader, and was initially able to resist the
attempts to make hisproduction activities transparent and more
nancially accountable. The study followed thestrategic moves of the
various actors as they sought, on the one side, to bring
aboutmanagement accounting change and, on the other, to resist
it.

The case illustrates that rules and routines can be kept in
place by the explicit use of power, as well as by taken-for-granted
assumptions. It also explored the ways in which theorganisational
actors coped with this situation, and the strategic moves they were
able tomake in order to overcome the resistance of powerful people
at different points in theorganisation. Thus, in this case it was
important to study the role of the individual actorsand,
particularly, those actors who were in a position to challenge the
existing circuits of power. In this study, Joao Ribeiro combined
insights from actor network theory and thecircuits of power to
study the strategic actions of the various actors in this
Portuguesecompany. As such, the study identied an important
limitation of the Burns and Scapensframework. However, it does not
necessarily mean the framework does not have its uses,but it does
indicate that it is necessary for management accounting researchers
to be awareof the circuits of power.

5.4. Agency

This brings me on to the role of agency. As I mentioned earlier,
the Burns and Scapensframework has been useful in trying to
understand stability; why accounting systems areslow to change; why
there is resistance to change; and how institutions shape rules
androutines. But to date, it has been rather less useful (or just
less used) in studying howinstitutional change comes about. This is
a particularly difcult issue for institutionaltheory. If the
actions of organisational actors are constrained by institutions,
i.e. their takenfor granted assumptions, how do they come to
recognise the need to change, and how dothey recognise the
opportunities and alternatives for change? Referring to the work of
Barley and Tolbert (which, as indicated earlier, is similar to the
Burns and Scapens

framework), Seo and Creed (2002) pointed out that an important
theoretical dilemma isleft unresolved: when and how do actors
actually decide to revise their rules and routines,if their actions
and thoughts are constrained by existing institutions?

In the Nuovo Pignone case, there was a massive external impetus
for changetheacquisition of NP by GEand this led everyone in the
organisation to see change asinevitable. But can change come from
within the organisation? Such change dideventually take place in
the Portuguese company researched by Joa o Ribeiro. But in thatcase
the existing rules and routines were held in place, not by
taken-for-grantedassumptions, but by circuits of power. They were
not below the surface, at a cognitive
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level; rather they were explicit, although they could not be
overtly challenged.Nevertheless, various strategic moves were taken
by individual actors as they tried to

overcome resistance to the new ERP system.So the question
remains. Where existing rules and routines are underpinned by
taken-

for-granted ways of thinking, how do actors come to recognise
that they need to changethose ways of thinking? This is an
interesting and important topic on which one of my PhDstudents in
the Netherlands, Martijn van der Steen at the University of
Groningen, iscurrently working. He is studying how actors within a
Dutch bank came to recognise cuesand issues which prompted them to
change the way they think about the activities of theirbank. He is
exploring the way in which cognitive processes of cue recognition
interactwith scripted and unscripted behaviours to bring issues,
such as the need for greateraccountability, to the surface, thereby
making them more likely to prompt change. Suchwork has great
potential to help our understanding of processes of institutional
change.

Seo and Creed (2002) point out that there can be various types
of contradictions withinapparently stable and long standing
institutions and, drawing on Benson (1977) , theyexplore the
linkages between such institutional contradictions and human
praxis. Theseinstitutional contradictions can contain the seeds of
institutional change. Seo and Creedpoint to the role of change
agents and intellectual elites in bringing about
institutionalchange. These are individuals or groups who can
mobilise wider (including external)institutional logics and
meanings to create an awareness of institutional contradictionsand,
thereby, dene a new organisation reality that will help other
organisational actors torecognise the need for institutional
change. One of my Manchester PhD students, Chun LeiYang, is
studying such a change agent in a Chinese social services agency,
which is havingto cope with contradictory pressures for budgetary
reform. This work is exploiting theideas of dialectics, which
informed Bensons work; but placing it within a Chineseperspective
on dialectics. This research also has considerable potential to
extend ourunderstanding of institutional change.

These two pieces of ongoing PhD research indicate ways in which
it is possible to studythe question raised a few moments ago: If
existing rules and routines are underpinned bytaken-for-granted
ways of thinking, how do actors come to recognise that they need
tochange those ways of thinking? This is an important, but to date,
relatively neglected area.Institutional approaches, such as the
Burns and Scapens framework, have been useful instudying resistance
to change, but until recently little explicit attention has been
given tothe role of agency. But this is beginning to change; we are
now starting to learn howinstitutional change can come about as a
result of external pressures, external and internalcues, and
institutional contradictions.

5.5. Implications

When John Burns and I developed our framework we acknowledged
that it was just astarting point and would need to be developed and
extended through further research. Therecent research of my PhD
students has added important new insights. It has emphasisedand
explored the interactions between internal and external
institutions; drawn attention tothe importance of trust in
processes of change; critiqued the notion that rules and
routinesare held in place by taken-for-granted assumptions and
pointed out that they can also be
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