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Abstract

Much of what is written in management accounting textbooks focuses on techniques designed to help ensure coordination of activities of employees at all levels in organizations’ vertical hierarchies; i.e., from top management down to the lowest level workers. These techniques include responsibility accounting, subunit budgeting, performance measurement, and provision of performance-dependent rewards. Since so much has been written about these techniques and their use is nearly universal, one might think that this is a mature, relatively stable field of knowledge. But that is far from the case. Many puzzles remain. Why, for example, do so many organizations base their performance measurement systems on the financial measures of performance designed and used for external financial reporting purposes when it is well known that accounting earnings and returns measures generally provide poor indicators of value creation? Why do some organizations provide performance-dependent rewards based on corporate performance even though very few people in the organization can have a material impact on overall corporate performance? Why do some organizations assign their bonuses based solely on quantitative performance-dependent formulas while others assign them only subjectively? Why has the Balanced Scorecard notion become so seemingly popular even though little hard evidence exists to link the scorecard elements? And should companies, or at least some of them, move “beyond budgeting”? This presentation will provide an overview of both what we know and what we do not know about management accounting in vertical hierarchies and will provide suggestions for future research.

