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Abstract. Diffusion of innovative management accountinghmels constitutes an incredibly
interesting and a widely presented subject in ditee all over the world. In the context of
significance of innovative management accountinghows diffusion, the following objective of
the article has been formulated — the article aimsanalyze the concept of innovations in
management accounting and analyze their signifeeamd diffusion at the turn of the'2@nd 2
century. In order to reach the aim, an analysithefconcept of management accounting innova-
tions has been attempted; attention has been @aligk tfact that the innovations are delayed when
compared to technical innovations, the resultshefdelay have also been presented. Analysis of
findings of the research on the use of innovativethods such as ABC/M, BSC, TQM and
analysis of methods of company and individual elygés’ performance evaluation has been
made.

Keywords: innovations in management accounting, diffusionninovations, activity-based
costing diffusion.

1. INTRODUCTION

In the last twenty years, companies all over theldvbave undergone ex-
tremely rapid changes. Asian companies, as welArasrican and European,
implemented new methods of management which wastuai reaction to the
increased access to information and growing tedyicdl progress and market
globalization. In order to keep pace with changfes,companies took initiatives
leading to realization of customer needs, modificabf organizational struc-
tures and implementation of new technologies. Gngwdompetition meant that
companies were forced to manufacture diversifieadgoof good quality and of
high added value, which had to be smoothly supptiecustomers (Bromwich,
Bhimani, 1994). The market, in which the comparipsrated at the turn of the
20" and 2% century, characterized of insecurity, constant emttical changes.
In order to survive, the companies had to be abligleéntify new perspectives
and be able to adjust to the still growing compmtit Such conditions made
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companies to implement innovative production systétatal quality control —
TQC, just in time — JIT or computer integrated nfaoturing — CIM), advanced
technologies and new organizational and manageteembiques. Technological
changes brought alterations in the practice of @mpmanagement including
shift in the information systems of management antiag.

Increasing competition in the global market, ragédelopment of informa-
tion technology and changes in company organizagignificantly influenced
the transformation of extent and importance of rganzent accounting — on the
one hand they influenced the way traditional mansge accounting methods
were used, and on the other hand, they had infuencthe implementation of
innovative solutions. Especially the latter i.eresling of innovative methods of
management accounting is an extremely interestibiest of research which is
extensively presented in literature in the wortdthe context of significance of
diffusion of management accounting innovative meghdhe following aim of
the article has been put forward — this paper dimnanalyze the concept of
management accounting innovations and analyze shygiificance and diffusion
at the turn of the 2band 21 century. In order to reach the aim of this artide
has been divided into three sections. The first p#tempts to analyze the
concept of innovation in management accountingjngagttention to the fact
that the innovations are delayed when compare@dbnical innovations, the
results of the delay have also been presented. sEkend part deals with
analysis of research findings on the use of inneeanethods such as ABC/M,
BSC, TQM and analysis of methods of company andvidigal employees’
performance evaluation. The paper ends with a slooitlusion.

2. CONCEPT AND SIGNIFICANCE OF INNOVATION
INMANAGEMENT ACCOUNTING

To analyze innovation in management accounting itécessary to define
the notion of innovation. We can talk about innisatregardless of the length
of time it has been known for (Rogers, 2003). Iratmn should be looked at
from the point of view the company which aims toplement it; it can be
defined as “an idea, practice or thing which iscpared as new by the person or
organization that wants to implement it” (Roger§02, p. 5). To concede
something as innovation, the concept should bevaltyofor the user or poten-
tial user.

Innovations in organizations are usually dividetb itwo categories — tech-
nical innovations and organizational/administratigeovations (Evan, 1966).
Technical innovations involve implementation of neghnologies, products or
services, they are connected with the technicaasy company operation and
they apply to the basic processes taking placéencompany. Administrative
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innovations, on the other hand, involve implemeatabf new ideas in the area

of e.g. resources allocation, staff recruitmentyanel and authority system etc.

Administrative innovations take place in the sodgstem of an organization

and they involve implementation of new rules, prhoes, allocation of new

roles in company or changes in the structures agsdcwith communication
and information exchange between people and thecement in which they
operate. Due to the fact that accounting systerasaaform of administrative
control, innovations in management accounting @regved as administrative

innovations (Clarke et al., 1999) or they are rdgdras practice (Rogers, 2003).

Administrative innovations, in the population ofhgeanies, may be delayed
when compared to technical innovations. Althougle thelay of technical
innovations in relation to organizational ones sgible, such situation is
extremely rare (Evan, 1966). Usually, the delayated to administrative
innovations. Evan (1966) attempted to answer thestipn — why? According to
his thesis, technical innovations are seen by nemsags more tangible (con-
crete) and more closely related to the companyctibge (profitability) than
administrative innovations. Contrary to technigatlavations, Evan proved that
benefits ensuing from implementation of adminisgatinnovations are less
reliable and less concrete, and secondly, more iBneeeded to generally
evaluate their influence on company achievements.

Extending on Evan’s works, Rogers and Shoemakereprohat there are
specified features of innovation which influencediffusion. They defined five
key factors influencing diffusion of innovation (§ers, Shoemaker, 1971):

— attractiveness — relative benefit ensuing fromlémgntation of innovation
when compared to the method which is being repldisetwvations that are
seen as beneficial for the organization e.g. tivdsieh may improve its pro-
fitability, are implemented more eagerly);

— compliance — degree of compliance with the culyamtisting in the company
system of values and personal experience (innowatighich are not com-
pliant with it will not be implemented as fast aefflectively as those which
are compliant);

— complexity — perceived difficulty in understandimmovation and its use in
organization (less complex innovations are morelyiko be implemented
faster and more effectively);

— testability — degree in which the innovation cantésted on restricted scale
before making final decision about its implememtatin the whole organiza-
tion (when the possibility of testing is high, thek of implementation de-
creases);

— possibility of observation — degree in which ré&swf implementation of
innovation can be observed (measured) and comntedicnnovations
whose results are easily measured are implementeel @agerly).
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Rogers and Shoemaker (1971) proved that attraetsgercompliance, test-
ability and possibility of observation are positiveorrelated with diffusion of
innovation; complexity is negatively correlated.n@rally, technical innovations
are regarded to be more profitable and testableteidresults are seen as easier
to measure than the results of administrative iatioms. Administrative
information is perceived as less profitable maidlye to the fact that its imple-
mentation process is more complex.

Reasons for the delay of administrative innovatimneelation to technical
innovations which were suggested by Evan (1966) Boders, Shoemaker
(1971), undoubtedly relate to the specific probt#rimnovations in management
accounting as those innovations fall in the areadrhinistrative innovations.
Therefore innovations in management accounting ipayperceived as less
profitable than technical innovations because difficult to measure, in a short
period of time, economic benefits ensuing from timplementation process.
Innovations in management accounting may also parded as relatively more
complex, harder to measure and test in comparisotedhnical innovations.
Bearing all that in mind, it is not surprising tltampanies often treat implemen-
tation of management accounting innovations withraneserve than technical
innovations. The latter are seen as well-thoughttod regarded to be more
concrete when compared to innovations in manageadunting. Thus, it is
possible to formulate a simple conclusion thatréesons underlying the delay
of diffusion of management accounting innovatiansgomparison to technical
innovations, are the perceived features of managkeaseounting innovations in
relation to technical innovations.

It needs to be stressed that the delay in impleatientof management ac-
counting innovation constitutes a problem only whleterioration of company’s
performance would be a result of that delay, wherdanination of the delay
would lead to improvement in the performance. kettirevidence of such way of
thinking can be found in Damanpour and Evan’s (198drk, who proved that
correlation between administrative innovations @achnical innovations was
much higher among companies which achieved betwilts than those which
performed worse. Study results presented by thod®s claim that company
achievements were negatively correlated with tHayda administrative innova-
tions implementation. It turned out from the resbatonducted by Domanpour
and Evan that companies cannot gain full potemptiafits ensuing from imple-
mentation of technical innovations when it is nat@mpanied by implementation
of relevant administrative innovations. There iastta mutual relation between
technical and administrative innovations; once agany gets to know the
relation, understands it and makes use of it, tii@ncompany gets a key to
effective implementation of innovation and, whatriere, gets a key to improve-
ment of company performance. Therefore, improverakobmpany performance,
stemming from implementation of innovation, carebhkieved when technical and
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administrative innovations are implemented in coafen. Preoccupation with
implementation of innovations which improve proditt or product quality and

preoccupation with implementation of the neweshhetogies seems inappropri-
ate when it is not accompanied by implementatioadrhinistrative innovations
e.g. innovations in management accounting. Mutakdtion between technical
and administrative innovations may cause a sitnatiavhich delay in implemen-

tation of administrative innovations may negativelffuence diffusion of techni-

cal innovations, and acceleration in administraiiweovations implementation
may lead to faster spreading of technical innowati@&Evan, 1966).

In conclusion, it should be emphasized that defaymplementation of
management accounting innovations is observed @nceduction may cause
achievement of fuller benefits ensuing from impletagon of technical
innovations, and, what is more, it may have positifluence on improvement
of company performance.

3. RESEARCH ON INNOVATION IN MANAGEMENT ACCOUNTING

In the research on innovation in management acowyrine analyzes deci-
sion about implementation (Malmi, 1999), the praced implementation
(Krumwiede, 1998) or implementation success (ShkieliP95). Innovation is
studied in case of a particular organization (gugovations in Toyota, Boeing),
in case of a particular line of business or se@aJ. innovations in small service
companies, innovations in health care units, intioma at universities), in case
of domestic sectors (e.g. innovations in Britishmpanies, innovations in
German-speaking countries, innovations in Scandinmagountries), in case of
particular innovation (e.g. innovations in activilgsed costing, balanced
scorecard, benchmarking).

Research on innovations in management accountirmgrisred in publica-
tions discussing modern methods of management atingu Division between
conventional and modern (innovative) methods of agament accounting is
based on the fact that modern methods are oriehtat@ards strategy and
towards providing information both financial andnaiinancial (Chenhall et al.,
1998). Chenhall (2008, p. 525) described innovatiormanagement accounting
as strategic management accounting “integratiregegyy with value chain and
activities with cost objects.” According to Cherlh@008), among some basic
innovations in management accounting one could enate: benchmarking,
activity-based costing, activity-based manageméatget costing, business
process reorganization, theory of constraints, fzad scorecard, total quality
management and value chain management. Key resaagah and basic results
of studies on innovations in ABC/M, BSC, TQM andhdwations in measure-
ment of organizational and staff performance aesgmted in Table 1.
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Table 1. Key research on innovation in managemesdunting

. Area (.)f Research area Key study results
innovation
1 2 3
factors deciding aboute institutional isomorphism (Malmi, 1999)
ABC/M implementa- | « technical effectiveness of the system (Malmi, 1999;
tion Baird, 2007)

» company size (Krumwiede, 1998; Baird, 2007)

* management support (Brown et al., 2004)

 accessibility of information sources (Krumwiede,
1998)

results of ABC/M |+ improvement of organization performance (lttner,
ABC/M implementation Larcker, 2002)

» bigger management and staff satisfaction (McGowan,
Klammer, 1997)

» dependency on behavioral factors (Chenhall,
Langfield-Smith, 1998)

variables influencing| « management support (Krumwiede, 1998)
number of companies s appropriate training (Shields, 1995; Krumwiede,
in different countries| 1998)
which successfully
implemented ABC/M
areas of balanced | ¢ effective strategy communication and management
scorecard use control

« diagnosis and control (Tuomela, 2005)

» implementation of strategy oriented towafds
stakeholders taking their interests into accourd |an
improvement of profitability and long-term growth|a
the same time (Joseph, 2008)

benefits ensuing from ¢ improvement of financial achievements in companies
BSC balanced scorecard use which use BSC in comparison to organizations which
did not implement BSC (Davis, Albright, 2004)

* positive managers’ reaction to measures used in
balance scorecard which facilitated performance
improvement measured by them

factors correlated with « company size (Hoque, James, 2000)
decision about BSC| « early stage of product life cycle (Hoque, Jame8020
implementation * no relation between decision about BSC implementa-
tion and market position of the company (Hoque,
James, 2000)
changes in manage ¢ increased decentralization of management accounting
ment accounting system (Hoque, Alam, 1999)
TQM . ? . : .
systems following |« bigger orientation of management accounting system
TQM implementation| towards project management (Hoque, Alam, 1999
usefulness of total |+ quality improvement of products and procegses
quality management| (Dunk, 2002)
» performance improvement (lIttner et all., 2002)
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Table 1 (cont

)

1 2 3
positive and negative « management’s commitment, strong authofity,
factors influencing customer orientation, education and training pro-
adaptation of grams facilitate adaptation of management accogntin
management systems in TQM environment (Gurd et, 2002)
accounting systems tpe fear of changes delays adaptation of management
changes caused by| accounting systems (Gurd et, &002)
TQM implementation
role of quality » use of quality measurements in management control
measurement in systems influences quality, financial performanicd [a
systems measuring| customer satisfaction (Maiga, Jacobs, 2005)
performance » quantitative and quality performances are majnly
influenced by defining clear and easily measurable
activity aims (Verbeteen, 2007)
attributes of perform-| « to ensure competitiveness of production compaties i
ance measures in is necessary that the management accounting system
production companie$ supports new production methods; especially compa-
nies should use measures of quality, inventoryscpst
productivity and discounted cash flow (Kaplan, 1986
» companies which implemented JIT, TQM or team
company work, to boost motivation, they shOL_JId report per-
performance formanc_e to th_e lowest Ieve_l — production staff _
» companies using JIT, on higher scale than companies
measuremen . - )
not using JIT, make use of non-financial measures
and TQM tools (Hoque, Zawawi, 2009)
influence of non- |+ using performance measurement system which is
financial measures strategy-orientated fosters managers’ commitment in
onto managers and| realization of company aims (Webb, 2004)
staff behaviour e using comprehensive reporting system which [ties
causes with effects makes managers pay more
attention to non- financial measures (Ullrich, Teytt
2004)

* integration of performance measures and higher
financial rewards boost staff motivation and ensure
compatibility of organizational and employees’ aims
(Bouwens, van Lent, 2006)

determination of |+ using non-financial measures in employee perfgrm-
mechanisms resulting ance measurement results in improvement of gom-
staff in positive outcome pany performa_lnce (Bgnker et,a’ﬂ_OOQ)

* to improve innovativeness, it is better to use

performance
evaluation performqnc.e. measurement system for whole teams
and not individual employees

 providing useful and adequate information in wprk
fosters positive influence of performance measpre-

ment system on results (Burney, Widener, 2007)
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Table 1 (cont.)

1 2 3
selection of measurese performance measures should be controlled by the
in performance evaluated manager, they should also be accessible o

measurement system time, relevant, comprehensible and their acquisitio
should not be expensive (Merchant, 2006)

staff . . ; . . .
erformance * ratio between financial and non-financial measimgs
gvaluation performance measurement system should depend on

the level of regulation and innovativeness
« optimal proportion of measures in the system of
performance measurement may lead to compatibility
of agent's (manager) remuneration and company
performance (Datar et aR001)

Source: own research.

Late 1980s and early 1990s of thé"2@ntury are the beginning of research
on diffusion of innovations in management accounfiyiovhnson, 1992; Kaplan,
1994a). Many publications about management acaaogiitom that time dealt
with the issues of development of certain managémaenounting methods,
perceiving and implementation of innovations, deieants and trends in the
area of their implementation as well as procesgeshange and analysis of
management accounting systems. One of the mosfisag works in the field
were two articles by Kaplan (1984, 1994b), whickieeied development of
management accounting before and after 1984. Ifirdiarticle, Kaplan (1984)
claims that traditional systems of management atiog, which were used
until 1984, were no longer appropriate for thoses meganizations operating in
highly competitive business environment and usimtyaaced methods of
production. As a reaction to this conclusion, n@mnaepts such as activity-based
costing and balanced scorecard were developedegubstly, they set a trend in
the development of management accounting in thewoig years. In an article
dating back to 1994, Kaplan (1994b) presentedalitee review documenting
beginnings, development and diffusion of ABC andCB8jornenak and Olson
(1999) also presented a literature review of mamege accounting, which
aimed to comprehend and analyze changes in managaceounting systems.
The basic conclusion of the study was that conteargananagement account-
ing systems undergo extremely serious changese tbystems are more user-
oriented, they use both financial and non-finanicidrmation, they make use of
both internal and external data, they provide imaiion which is more disag-
gregated botlex postandex ante

Analysis of features distinguishing modern (innoxggtand current (conven-
tional) systems constitutes an interesting issubdrarea of management account-
ing innovations. Examination of those differencesmportant in order to fully
comprehend the structure and directions of devetmprof innovative manage-
ment accounting systems. Bjornenak and Olson (1&&&npted to construct such
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a study. They suggested analysis of innovation amagement accounting from
two perspectives: the extent (complexity) and disi@mof the system.

Basic changes in terms of extent (complexity) imagement accounting
systems with respect to number of objects, numbdrtgpe of allocation bases
and time are presented in Table 2.

Table 2. Changes in terms of management accountsigras

Element Traditional quern approach System*
approach (innovations)
number of objects few many ABC, BSC
number of allocationsfew many SMA
bases
financial non-financial ABC, SMA
type of data internal external ABC, AM, LS
aggregated disaggregated ABC, SMA
number of periods one many ABC, LS
time-sharing constant variable LS, LCC/TC
time perspective mainlkgx post mainlyex ante BS, LCC/TC

* Designation adopted by Bjornenak and Olson (199@art from widely used ABC and
BSC, there are the following: AM activity management.CC — life cycle costingSMA —
strategic management accountingC — target costingand LS — local information system
(a system used in Scandinavian countries).

Source: Bjornenak, Olson (1999, p. 333).

Another dimension of innovation, apart from comjifexextent) of the sys-
tem, considered by Bjornenak and Olson (1999) wvies dimension of the
system. In terms of that problem, the authors aeaywo features — time of use
and users’ commitment in creating the system. Aotadl some basic changes
in the dimension of the system is presented ind &bl

Table 3. Changes in dimension of management accausyistem

Element Traditional quern approach System
approach (innovations)

number of systems one or a few many ABC, BSC,
LCC/TC, AM, LS,
SMA

time of use limited unlimited ABC, LS

users’ commitment little deep AM, LS

information asymmetry low high AM, LS

Source: Bjornenak, Olson (1999, p. 335).
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Presented consideration, in terms of research movation in management
accounting, shows that modern management accoub@ngmes increasingly
diversified. Numerous elements of modern methodsewgsed before in
different solutions e.g. activity-based costingts-eélements might be found in
both theory (Staubus, 1971) as well as in pragtiobnson, 1992). Innovations
in the field of management accounting mirror sigaifit changes which run in
many different directions i.e. increasing the numdned variety of cost objects
and allocation bases, wider usage of non-finararidlex antedata, increase in
the number of systems used and flexibility increafseeport periods as well as
widespread acceptance of information asymmetry ast of users’ commit-
ment in the process of designing management adogusitstems.

Innovative systems of management accounting aralnelys homogeneous
e.g. ABM systems: they may be used for many yaaibngited time of use) but
they also might be used only once to make onejcpéat decision, they may
provide information for a period of one month, yearmany years, they may
simultaneously usex postand ex antedata, they are able to use internal or
external data on a bigger scale. Combination déxint significant features of
innovative management accounting systems may pepdacd it produces,
systems which are considerably varied. When reb#gycthe systems, one
should not restrict to marking them as traditiomamodern, ABC, BSC or TC.
To get to know the systems, to comprehend their aise should study causes
and results of their use, their structure and ceripl, but also ways of using
information from those systems.

4. CONCLUSIONS

When analyzing the phenomenon of diffusion of irat@n in management
accounting, it is important to bear in mind two Kegtors — firstly, availability
of knowledge is just a matter of time, and secordiffusion of innovation is
influenced by fashion and trends. With respecthmfirst of the above factors
i.e. availability of knowledge, it needs to be ssed that the degree of diffusion
of innovation depends on the availability of infatien about characteristics of
the innovation and potential benefits, which thenpany may derive after
implementation of those innovative methods. Diffusof management account-
ing innovations is largely dependent on top managgnwho may not necessar-
ily have detailed knowledge of analyzed phenomeanwh thus, when consider-
ing implementation, needs to use help of conswdtantuse information avail-
able in publications. Accessibility to knowledgestiers intensive diffusion of
innovation and makes the whole process more rdtid¥ih time, information
about the innovation itself and about the effecezdmes more available,
therefore companies may make more conscious dasisibout implementation,
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and, in particular, they might quit the implemeimlatwhen necessary informa-
tion is not at hand. Availability of knowledge ofvgn innovation would
rationalize decisions made by companies and it avaido limit incidents when
organizations decide to implement innovation byaftand error” i.e. when they
do not have enough necessary information needethdéndecision making
process. In the course of time, when the knowledfyjgnnovation grows,
companies making decisions about implementationidvbe able to make more
rational choices (Cinquini et aR008).

Besides accessibility of knowledge, fashion anddseare yet another factor
influencing diffusion of innovations in managemextcounting (Abrahamson,
1991). The effect of fashion and trends has thatgst influence on the process
of diffusion especially in its early stage. At tlitage, when the knowledge of
the innovation is scant, consulting companies, alshof business or different
business gurus have major influence on the diffudimle of those groups in the
process of diffusion was emphasized by Malmi (199®)o “in waves”. The
author also stated that, in the early phases afsiin, the process is not strictly
related to the real need of companies for innowaticolutions in management
accounting but is a result of fashion and trends.

To sum up, it should be noted that because of dasand trends, the first
stage of diffusion of innovations in managementoaating is usually chaotic
(trial and error effect). Yet, this stage allowsatumulate necessary knowledge
about ways of implementation, ways of use and praispenefits ensuing from
implementation of innovative methods. Managershit stage of diffusion, are
able to acquire knowledge which enables makingomati decision about
implementation of innovation. Having the knowledfgy do not succumb to
current fashion and trends but take into consideraeal needs of the company.
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