ADVANCES IN
MANAGEMENT
ACCOUNTING

Edited by Chris Akroyd
and Laurie L. Burney

ADVANCES IN
MANAGEMENT ACCOUNTING

VOLUME 33



ADVANCES IN MANAGEMENT
ACCOUNTING



ADVANCES IN MANAGEMENT
ACCOUNTING

Series Editors:

Volumes 1-25: Marc J. Epstein and John Y. Lee

Volumes 26 and 27: Marc J. Epstein and Mary A. Malina
Volumes 28-30: Mary A. Malina

Volume 31: Laurie L. Burney and Mary A. Malina
Volume 32: Laurie L. Burney



ADVANCES IN MANAGEMENT
ACCOUNTING VOLUME 33

ADVANCES IN
MANAGEMENT
ACCOUNTING

EDITED BY

CHRIS AKROYD
University of Canterbury, New Zealand

&

LAURIE L. BURNEY
Baylor University, USA

2 cmerad

United Kingdom — North America — Japan
India — Malaysia — China



Emerald Publishing Limited
Howard House, Wagon Lane, Bingley BD16 1WA, UK

First edition 2021
Copyright © 2021 Emerald Publishing Limited

Reprints and permissions service
Contact: permissions@emeraldinsight.com

No part of this book may be reproduced, stored in a retrieval system, transmitted in

any form or by any means electronic, mechanical, photocopying, recording or otherwise
without either the prior written permission of the publisher or a licence permitting
restricted copying issued in the UK by The Copyright Licensing Agency and in the USA
by The Copyright Clearance Center. Any opinions expressed in the chapters are those
of the authors. Whilst Emerald makes every effort to ensure the quality and accuracy of
its content, Emerald makes no representation implied or otherwise, as to the chapters’
suitability and application and disclaims any warranties, express or implied, to their use.

British Library Cataloguing in Publication Data
A catalogue record for this book is available from the British Library

ISBN: 978-1-80043-627-5 (Print)
ISBN: 978-1-80043-626-8 (Online)
ISBN: 978-1-80043-628-2 (Epub)

ISSN: 1474-7871 (Series)

ISOQAR certified
Management System,
awarded to Emerald
for adherence to
Environmental

standard 25
ISOQAR S0 14001:2004. '3 *\1:,/
\\‘I“q ”.’,
il
Certificate Number 1985 D

1ISO 14001 INVESTOR IN PEOPLE



CONTENTS

List of Contributors
Editorial Board

Statement of Purpose
Manuscript Form Guidelines

Introduction
Chris Akroyd and Laurie L. Burney

Accounting Control, Operational Control, and the Value of
Continuous Improvement: A Capacity Change Perspective
Matt Kaufman, Ella Mae Matsumura and Urban Wemmerlov

The Association Between Management Accounting Practices,
Organizational Characteristics, and Facility Performance
Lawrence P. Grasso and Thomas Tyson

Collaboration, Strategic Performance Measurement Systems,
and Competitiveness
Chia-Ling Lee and Ya-Nan Shih

Budgeting in Start-up Companies: European Survey-based
Evidence
Odysseas Pavlatos and Hara Kostakis

Managers’ Perceptions of Justice in Participative Budgeting
Kevin E. Dow, Davood Askarany, Belaynesh Teklay and
Ulf H. Richter

Influence of Budgetary Support and Teamwork on
Organizational Commitment and Performance:
Evidence from Malaysia and the United States
Sakthi Mahenthiran, Robert Mackoy and

Jane L. Y. Terpstra-Tong

Vil

Xi

Xiii

XV

31

77

97

127

153



vi CONTENTS

The Impact of Environmental Activity Management and
Sustainability Strategy on Triple Bottom Line Performance
Nuraddeen Abubakar Nuhu, Kevin Baird and Sophia Su 175

Incentive Instruments and the Weighting of Performance
Measures
Dipankar Ghosh, Anne Wu and Ling-Chu Lee 209



LIST OF CONTRIBUTORS

Davood Askarany

Kevin Baird

Kevin E. Dow

Dipankar Ghosh

Lawrence P. Grasso

Matt Kaufman

Hara Kostakis

Chia-Ling Lee

Ling-Chu Lee

Robert Mackoy

Sakthi Mahenthiran

Ella Mae Matsumura

Nuraddeen Abubakar
Nuhu

Odysseas Pavlatos

Department of Accounting and Finance, The
University of Auckland, Auckland, New Zealand

Department of Accounting and Corporate
Governance, Macquarie University, Sydney,
Australia

Department of Accounting and Finance, The
University of Auckland, Auckland, New Zealand

John T. Steed School of Accounting, Price College
of Business, The University of Oklahoma, Norman,
OK, USA

Department of Accounting, Central Connecticut
State University, New Britain, CT, USA

School of Business, Portland State University,
Portland, OR, USA

London School of Hygiene and Tropical Medicine,
London, UK

Department of Business Administration, National
Chengchi University, Taipei, Taiwan, ROC

Department of Accounting, National Pingtung
University, Pingtung, Taiwan, ROC

Lacy School of Business, Butler University,
Indianapolis, IN, USA

Lacy School of Business, Butler University,
Indianapolis, IN, USA

Wisconsin School of Business, University of
Wisconsin-Madison, Madison, WI, USA

Department of Accounting and Corporate
Governance, Macquarie University, Sydney,
Australia

Department of Accounting and Finance, University
of Macedonia, Thessaloniki, Greece

vii



viii

Ulf H. Richter

Ya-Nan Shih

Sophia Su

Belaynesh Teklay

Jane L. Y. Terpstra-Tong

Thomas Tyson

Urban Wemmerlov

Anne Wu

LIST OF CONTRIBUTORS

The Oxford Institute for Energy Studies, Oxford,
UK

Department of Accounting, Tamkang University,
New Taipei City, Taiwan, ROC

Department of Accounting and Corporate
Governance, Macquarie University, Sydney,
Australia

Nottingham Business School China, University of
Nottingham Ningbo China, Ningbo, China

School of Business, Monash University Malaysia,
Subang Jaya, Selangor, Malaysia

Department of Accounting, St. John Fisher College,
Rochester, NY, USA

Wisconsin School of Business, University of
Wisconsin-Madison, Madison, WI, USA

Department of Accounting, National Chengchi
University, Taipei, Taiwan, ROC



EDITORIAL BOARD

Shannon W. Anderson
University of California Davis, USA

Romana Autrey
Williamette University

Jan Bouwens
University of Amsterdam, The
Netherlands

Adriana Rejc Buhovac
University of Ljubljana, Slovenia

Clara X. Chen
University of Illinois, USA

Martine Cools

Katholieke Universiteit Leuven,
Belgium

Antonio Davila

University of Navarra, Spain

Andrea Drake
Louisiana Tech University, USA

Eric G. Flamholtz
University of California, Los Angeles,
Us4

Dipankar Ghosh
University of Oklahoma, USA

Frank G. H. Hartmann
Erasmus University, The Netherlands

James W. Hesford
University of Lethbridge, Canada

Robert Hutchinson
Michigan Tech University, USA

Leslie Kren

University of Wisconsin, Milwaukee, USA

Raef Lawson
Institute of Management Accountants,
USA

Anne M. Lillis
University of Melbourne, Australia

Raj Mashruwala
University of Calgary, Canada

Ella Mae Matsumura
University of Wisconsin, Madison,
Uus4

Lasse Mertins
Johns Hopkins University, USA

Lorenzo Patelli

University of Denver, USA
Sean A. Peffer

University of Kentucky, USA
Mina Pizzini

Texas State University, USA

Arthur Posch
Universitat Bern, Switzerland

Frederick W. Rankin
Colorado State University, USA

Karen L. Sedatole
Emory University, USA

Lourdes F. White
University of Baltimore, USA

Sally K. Widener
Clemson University, US4

Marc Wouters
Karlsruhe Institute of Technology,
Germany



This page intentionally left blank



STATEMENT OF PURPOSE

Advances in Management Accounting (AIMA) is a publication of quality, applied
research in management accounting. The journal’s purpose is to publish thought-
provoking articles that advance knowledge in the management accounting disci-
pline and are of interest to both academics and practitioners. The journal seeks
thoughtful, well-developed articles on a variety of current topics in management
accounting, broadly defined. All research methods including survey research,
field tests, corporate case studies, experiments, meta-analyses, and modeling are
welcome. Some speculative articles, research notes, critiques, and survey pieces
will be included where appropriate.

Articles may range from purely empirical to purely theoretical, from practice-
based applications to speculation on the development of new techniques and
frameworks. Empirical articles must present sound research designs and well-
explained execution. Theoretical articles must present reasonable assumptions
and logical development of ideas. All articles should include well-defined prob-
lems, concise presentations, and succinct conclusions that follow logically from
the data.

REVIEW PROCEDURES

AIMA intends to provide authors with timely reviews clearly indicating the
acceptance status of their manuscripts. The results of initial reviews normally
will be reported to authors within eight weeks from the date the manuscript is
received. The author will be expected to work with the Editor, who will act as
a liaison between the author and the reviewers to resolve areas of concern. To
ensure publication, it is the author’s responsibility to make necessary revisions in
a timely and satisfactory manner.
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MANUSCRIPT FORM GUIDELINES

1. Manuscripts should include a cover page that indicates the author’s name
and affiliation.

2. Manuscripts should include a separate lead page with an abstract (not to
exceed 250 words) and up to seven keywords.

3. The author’s name and affiliation should not appear on the abstract.

4. Tables, figures, and exhibits should appear on a separate page. Each should
be numbered and have a title.

5. To be assured of anonymous reviews, authors should not identify themselves
directly or indirectly.

6. Manuscripts currently under review by other publications should not be
submitted.

7. Authors should email the manuscript in two WORD files to the editor. The
first attachment should include the cover page and the second should exclude
the cover page.

8. Inquiries concerning Advances in Management Accounting should be directed
to: Chris Akroyd and Laurie Burney at Advances.In.MA@Gmail.com
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INTRODUCTION

This volume of Advances in Management Accounting (AIMA) represents the
diversity of management accounting topics, methods, and author affiliations,
which form the basic tenets of A7MA. Included are papers on traditional manage-
ment accounting topics such as performance measurement, incentive compensa-
tion, and budgeting as well as those on broader topics of interest to management
accountants, such as continuous improvement, lean accounting, and sustaina-
bility. The articles in this volume employ a variety of methods from field-based
methods to surveys. Finally, the diversity in authorship is apparent with affilia-
tions from Australia, China, Greece, Malaysia, New Zealand, Taiwan ROC, the
United Kingdom and the United States.

This volume begins by Matt Kaufman, Ella Mae Matsumura, and Urban
Wemmerlov that is based on two field studies which examine how continuous
improvement activities are evaluated. The paper identifies several issues that
could cause divergence between operational and financial assessments of these
activities. This helps to address a persistent issue in the management account-
ing literature, namely the conflict between operations and accounting managers,
which is highlighted in the divergent perspectives of Johnson and Kaplan (1987)
after their publication of Relevance Lost. The authors found that instead of the
operational control system being at odds with the accounting control system, each
of these systems supports a different piece of the financial improvement puzzle.

In a similar vein, the second chapter by Lawrence P. Grasso and Thomas Tyson
investigates the relationship between lean manufacturing practices, management
accounting, and performance measurement practices and facility performance.
Using survey data from managers and executives at manufacturing facilities the
authors found a significant positive association between lean manufacturing
practices and the use of management accounting and performance measurement
practices. The authors found that facilities that emphasized process performance
measures did not reduce their emphasis on results performance measures and
the emphasis on results performance measures lead to improved financial perfor-
mance. The results provide important insights for managers of companies engaged
in lean transformation and for academics that research or teach lean accounting.

In the third chapter, Chia-Ling Lee and Ya-Nan Shih investigate collaborative
relationships in supply chains and how the use of strategic performance measure-
ment systems affect buyer competitiveness. They demonstrate that it is through
the use of strategic performance measurement systems that collaborative rela-
tionships indirectly and positively influence the competitiveness of delivery and
flexibility. This contributes to the growing literature on the role of strategic per-
formance measurement systems in linking the relationship between collaborative
relationships and competitiveness.

XV



Xvi INTRODUCTION

We then have three chapters examining budgeting, starting with Odysseas
Pavlatos and Hara Kostakis who use a survey to investigate the use of budgets
in start-up companies in Europe. Their results show that the use of budgets for
planning, resource allocation, and performance evaluation is related to higher
financial performance. The authors also found that CEO characteristics, such as
business educational background and their beliefs about planning, influence the
use of budgets in start-up firms. This chapter concludes with analysis showing
that there is a positive association between perceived environmental uncertainty
and the use of budgets for planning and resource allocation and a negative asso-
ciation between perceived environmental uncertainty and the use of budgets for
performance evaluation.

In a further investigation of budgeting, the next chapter by Kevin E. Dow,
Davood Askarany, Belaynesh Teklay, and Ulf H. Richter use a survey to explore
the relationship between the level of perceived procedural and distributive jus-
tice and budget satisfaction and motivation to achieve organizational goals.
The authors apply the Habermasian concept of deliberative democracy which
argues for the inclusion of all the parties affected by the deliberative process and
found that both dimensions of justice — distributive and procedural — are posi-
tively associated with participation, and in turn, positively impact satisfaction
and motivation. Studying the budgeting process provides an indication of how
justice mediates the relationship between participation and both satisfaction and
motivation.

The chapter by Sakthi Mahenthiran, Robert Mackoy, and Jane L. Y. Terpstra-
Tong then examine the influence that budgetary support and teamwork has on
organizational commitment and performance. The authors survey senior manag-
ers in Malaysia and the United States and find that teamwork and budgetary sup-
port each has a direct effect on organizational commitment to employees as well
as firm performance. Further, the authors find that organizational commitment
to employees mediates the relationship between budgetary support, teamwork,
and firm performance. Some differences are noted between the United States and
Malaysian managers as teamwork was shown to affect performance directly in
Malaysia, but not in the United States, and that budgetary support affects perfor-
mance in the United States but not in Malaysia. The authors attribute the effects to
the different national cultures and social-exchange relations and highlight the con-
tributions to the budgeting, organizational commitment literature, and to practice.

In the next chapter, Nuraddeen Abubakar Nuhu, Kevin Baird, and Sophia
Su use a survey of Australian managers to examine the impact of environmental
activity management on triple bottom line performance and the role that sustain-
ability strategies play in mediating these relationships. Their findings indicate that
each of the three levels of environmental activity management; environmental
activity analysis, environmental activity cost analysis, and environmental activ-
ity-based costing influence specific aspects of performance, either directly and/
or indirectly through environmental and social sustainability strategies. These
findings suggest that managers could enhance their use of environmental activ-
ity management practices through the use of sustainability strategies in order to
enhance performance.
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The final chapter by Dipankar Ghosh, Anne Wu, and Ling-Chu Lee examines
incentive compensation and the use of financial and non-financial measures using
proprietary field data from an auto dealership. The authors found that finan-
cial measures were weighted more for bonus decisions than for merit raise and
promotion decisions, while non-financial measures were weighted more for merit
raise and promotion decisions. This shows that the temporal orientations of the
measures and incentives seemed to aligned with the short-term/long-term nature
of financial/non-financial time dimensions of the incentives. They also found that
for bonuses, both financial and non-financial measures had a positive influence
on both junior and senior managers. This differed though for promotions, with
the influence of financial measures being insignificant for both groups. This was
in contrast to the influence of non-financial measures which was not only signifi-
cant for each group but was significantly greater for junior managers than it was
for senior managers. Thus, the use of non-financial measures in the evaluation of
senior managers had less influence on their promotion that for junior managers.

The eight chapters in Volume 33 represent relevant, theoretically sound, and
practical studies that extend our knowledge within the management accounting
discipline. These chapters manifest the journal’s commitment to providing a high
level of contribution to management accounting research and practice.

Chris Akroyd
Laurie L. Burney
Editors
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