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Abstract 

The overall aim of this study was to explore the current status of the UK manufacturing 
sector in terms of using management accounting innovations (MAIs). Furthermore, by 
focusing on one set of techniques, Activity Based Techniques, this study aimed to contribute 
to understanding the predictors of the adoption of management accounting innovations, and 
thereby, to better understand the more general phenomenon of organisational innovation and 
management accounting change. 

In order to achieve these aims a generic stage-factor model for studying MAI adoption and 
implementation was developed. This model is based on a heterogeneous theoretical 
framework that utilised three different theoretical perspectives: institutional, fashion and 
efficient-choice perspectives. The theoretical framework consisted of six blocks of 
predictors: institutional push, need pull, innovation attributes, innovator attributes, 
implementation process attributes and environment attributes. Also, organisational 
innovation theory and literature was consulted in order to identify prior ABC adoption 
research limitations and, thereby, address them. The theoretical model was customised to 
examine ABT adoption and explain the "ABC Paradox": apparently low rates of ABT 

adoption despite the proclaimed benefits that the technique brings. Eighteen hypotheses 

were developed and tested to examine the relationship between ABT adoption and the 
blocks of predictors. 

Data was collected by mail questionnaire sent to all medium and large manufacturing 
companies in the UK having a minimum of one CIMA member with at least 5 years 
membership (1,456 strategic business units). A response rate of 11% (152 manufacturing 
business units) was attained utilising Dillman's "Tailored Design Method" of questionnaire 
design and distribution. The collected data were mainly analysed via a sophisticated three- 

stage multivariate logistic regression analysis. 

The results showed that management accounting innovations are relevant and an important 

means for change. On average, respondents adopt and use 9-10 MAIs. The ABC paradox is 
found to be related to certain limitations in previous research. By utilising a wide but explicit 
definition of ABT in addition to the stage model, it was found that almost 72% of the 
business units in the sample had experience of ABT. 

The adoption rate was approximately 37% (i. e. ABT was either approved and being 
implemented or in use). The overall usage rate was 28% while the rate for extensive usage of 
ABT was 11%. Moreover, this study revealed that the majority of ABT users used ABT on 
an ad hoc basis rather than a systematic planned basis. Previous studies may not be as 
inconsistent as they appear when the various definitions of ABT (and scope for 

misunderstanding) and the routes to implementation are taken into account. 

In terms of the predictors of ABT adoption, it was found that the key predictors were drawn 
from three factor blocks: institutional pressures, attributes of ABT and attributes of the 
innovating company. The final model indicates that adoption of ABT can be predicted by 
forced-selection, mimetic behaviour, the ease with which ABT results can be demonstrated 

and management support. Contingency related factors, need-pull and environmental factors, 
that texts and consultants tend to emphasise when justifying the adoption of ABT are not key 

predictors of ABT adoption. The absence of both these blocks of factors suggests that 
traditional contingency models may be under-specified. 
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CHAPTER 1 INTRODUCTION 

1.1 Research area of interest 

Growing empirical evidence supports the view that contemporary management 

accounting (MA) is not static in nature (Sulaiman and Mitchell, 2005) and 

management accounting change does exist. Moreover, it is essential to explicitly 

recognise that MA change is a heterogeneous phenomena to maintain the 

comparability, generalisability and assessment of results in MA change research 

(Sulaiman and Mitchell, 2005; Quattrone and Hopper, 2001). Sulaiman and Mitchell, 

(2005) suggested a typological structure for MA change recognises the 

heterogeneous nature of MA change. This typology consisted of five types of 

change: addition where new techniques are introduced as extensions of the 

management accounting system, replacement where new techniques are introduced 

as replacements for an existing part of the management accounting system, output 

modification which involves modification of the information output of the 

management accounting system, operational modification when the technical 

operation of the management accounting system is modified and reduction which is 

basically the removal of a management accounting technique with no replacement. 

Researching change in MA by additions and replacements has its roots in the 

`relevance lost' debate that was initiated around twenty years ago by Johnson and 

Kaplan's (1987) "Relevance Lost" book. There was a call for more research in order 
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to discover, develop and diffuse management accounting innovations (MAIs) 

(Kaplan, 1993,1998; Ax and Bjernenak, 2005). Consequently a stream of new 

management accounting techniques that encompassing most MA sub-systems have 

now emerged (Ax and Bjornenak, 2005). This emergence of new techniques was 

followed by a range of studies focusing on the different stages of the innovation and 

change processes including the adoption decision (e. g. Brown, et al., 2004; Malmi, 

1999), the implementation process (e. g. Argyris and Kaplan, 1994; Krumwiede, 

1998) and the success of the implementation (e. g. Briers and Chua, 2001; Shields, 

1995). 

Activity Based Costing (ABC) was the first technique introduced in order to regain 

the relevance of management accounting (Ax and Bjomenak, 2007). Research on 

Activity Based Costing (ABC) could be considered as one of the most important in 

management accounting innovation research. That is, since the emergence of ABC in 

the late 1980s, it has attracted management accounting researchers and become the 

most written about MAI in both academic and professional journals (Bjornenak and 

Mitchell 2002; Drury and Tayles 2005). Therefore, ABC related research 

exemplifies the different forms in which MAIs research occurred. MAI research 

started with case studies or field visits that aimed to discover, understand and 

describe the new practices (e. g. Kaplan, 1985; Cooper, Weiss, and Montgomery, 

1985; Cooper and Kaplan, 1991,1992). This was later followed by cross-sectional 

descriptive studies, reported adoption rates, characteristics, and the specific 

applications of MAIS (e. g. Innes and Mitchell, 1995). Then diffusion studies 

emerged citing the explanations of how and why MAIs spread (e. g. Bjgrnenak, 1997; 

Gosselin, 1997; Malmi, 1999). Other studies, focusing on the assessment of the 
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effects of MAIs on company performance emerged (e. g. Kennedy and Affleck- 

Graves, 2001; Davis and Albright, 2004). Finally, a growing field of studies focused 

on examining the determinants of the adoption, use and success of MAIs (e. g. 

Anderson, 1995; Anderson and Young, 1999; Booth and Giacobbe, 1998; 

Krumwiede, 1998; Brown, et al., 2004; Al-Omani and Drury, 2007; Askarany, et al., 

2007). 

There is a huge volume of ABC research, however, it has been criticised for being 

fragmented (Lukka and Granlund, 2002) and failing to develop the cumulative 

effects of several streams of research, a common criticism of management 

accounting research (Atkinson, et al., 1997). Moreover, ABC adoption research, 

which is identified in this study as the research field that examines and/or describes 

ABC adoption, was described as highly unstable, inconsistent and inconclusive 

(Brown, et al., 2004; Drury and Tayles, 2005). According to many management 

accounting scholars (Anderson, 1995; Brown, et al., 2004; Drury and Tayles, 2005; 

Ax and Bjornenak, 2005; Zawawi and Hoque, 2008), there is an obvious need for 

more research in this interesting area, where management accounting change 

research overlaps with innovation research. These criticisms and the call for more 

systematic empirical research in this area have provided a major motivation for 

undertaking the current study. 

1.2 ABC adoption research: overview and limitations 

This field encompasses anecdotal evidence that was generated at and after the 

emergence of ABC based mainly on consultancy-oriented descriptive case studies 

(e. g. Cooper, 1989a, 1989b, 1989c; Cooper and Kaplan, 1999); academic studies that 
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aimed to provide a more reliable picture of ABC adoption, based on cross-sectional 

descriptive surveys, case studies and field interviews (e. g. Innes and Mitchell, 1990; 

Innes and Mitchell, 1995; Friedman and Lyne, 1999) and, finally, theory-based in- 

depth case studies and cross-sectional surveys that aimed to utilise certain theories in 

the explanation of how and why ABC is adopted or not adopted (e. g. Anderson, 

1995; Burns and Scapens, 2000; Sion, et al., 2002; Brown, et al., 2004; Malmi, 

1999). 

The latest phase of ABC adoption research has used different theoretical approaches 

and frameworks. These include institutional theory (e. g. Burns and Scapens, 2000; 

Sion, et al., 2002, Adebayo, 2006), actor-network theory (e. g. Briers and Chua, 

2001), diffusion of innovation theory (e. g. Malmi, 1999), contingency theory (e. g. 

Al-Omiri and Drury, 2007), organisational behaviour and psychology theories (e. g. 

Chenhall, 2004). A wide range of predictive variables have been studied including: 

organisational strategy and structure, various functional `demand side' factors, 

`supply side' or organisational environment factors and management `fashion and 

fads'. The results of this research were described as highly unstable, inconsistent and 

inconclusive in terms of ABC adoption rates and identifying the determinants of this 

adoption (Brown, et al., 2004; Drury and Tayles, 2005). Adoption rates were not as 

high as expected. Gosselin (1997) termed this the "ABC Paradox", namely, "if ABC 

has demonstrated benefits, why are more firms not actually employing it? " 

(Gosselin, 1997, p. 105). In addition, big variations in adoption rates were reported 

across studies conducted at similar points in time in different countries (for example, 

while studies in the U. K. in the early to mid-1990s reported adoption rates of around 

10% (e. g. Innes and Mitchell, 1991,1995; Nicholls, 1992; Drury, et al., 1993; Drury 
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and Tayles, 1994), studies in the U. S. recorded much higher levels (e. g. Shim and 

Sudit, 1995 (27%); Green and Amenkhienan, 1992 (45%); Hrisak, 1996 (53%)). 

Additionally there were wide variances reported for individual countries (for 

example, adoption rates ranged in the UK from 6% to 35% during the nineties). 

According to Brown, et al., (2004), the results of ABC adoption research were at best 

equivocal, and at worst contradictory in explaining this paradox by identifying the 

determinants of ABC adoption. That is, "no study has been able to establish a set of 

significant factors that influence the adoption of ABC" (Brown, et al., 2004, p. 330). 

For example, some of the studies that explored the potential impact of product 

complexity and diversity on ABC adoption found a positive relationship (Bjrrnenak, 

1997; Krumwiede, 1998), while Clarke, et al., (1999) found a negative association 

and Van Nguyen and Brooks (1997) did not find any relationship. Booth and 

Giacobbe (1998) found a positive connection at the initiation of interest stage and no 

association at the evaluation and adoption stages. Therefore, instead of improving 

our understanding of ABC adoption drivers, the inconsistency of ABC adoption 

research's findings has increased the ambiguity of the ABC Paradox. 

The sources of these disappointing results were attributed to theoretical and 

methodological limitations in ABC adoption research (Schoute, 2004). Brown, et al., 

(2004) suggests that "one possible reason for this is that the prior research has used 

both a disparate set of theoretical approaches and a wide variety of predictive 

variables" (Brown, et al., 2004, p. 330). Methodological limitations include lack of 

explicit definition of ABC and an inconsistent definition of ABC adoption (Barid, et 
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