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This study examines organizational
structural changes within the finance
and accounting function following
the adoption of a new information
system. Many accounting researchers
have predicted a changing environ-
ment and role for management ac-
countants resulting from competi-
tion, regulation, and manufacturing
and information technology (see
Baker, 1992; Cooper, 1996; Cox,
1992; Drucker, 1990; Elliott, 1992;
Epstein, 1993; Ezzamel, 1994; Flam-
holtz, 1992; Johnson and Kaplan,
1987; Kaplan, 1984, 1986; King et al,
1991; Madden and Holmes, 1991;
McNair, 1996; Siegel et al., 1997; Shea
and Kleinsorge, 1994; Spicer, 1992;
Tyson, 1996; Weaving, 1995). Disa-

greement exists regarding the nature
of the changes, and whether change
is actually taking place. Cooper
(1996) foresees an increased need for
management accounting, but a de-
creased need for management ac-
countants. He predicts the manage-
ment accounting function will be
decentralized to those on the shop
floor. After new management ac-
counting systems are in place, “‘much
of the day-to-day management ac-
counting can be transferred to the
workforce’” (Cooper, 1996: 36). Elli-
ott (1992) also predicts an increased
reliance on blue-colar workers as
they become knowledge-workers, and
a part of the aggregate brainpower of
the organization; they are supposed
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Kopp, Tom Lee, Lou Marino, Gary Taylor, two anonymous reviewers, and participants at the S. Paul
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JOURNAL OF MANAGERIAL ISSUES Vol. XII Number 4 Winter 2000

Reproduced with permission of the'copyright owner. Further reproduction prohibited without permission.



RESPONSIBILITIES OF MANAGERIAL ACCOUNTANTS 447

to help figure out how to improve
quality, speed production, and con-
tribute to customer satisfaction. The
management accounting department
may adopt a supportive and monitor-
ing role rather than a more proactive
decision-making role, as advocated by
Kaplan (1995) and Boer (1995),
among others.

In a study of the evolving role of
management accountants, King et al.
(1991) report that “‘a sea of change”
is taking place as management ac-
countants become more proactive in
the decision-making process. McNair
(1996) disagrees with the premise
that management accounting has be-
come more relevant. “‘In general, we
see a desire for change, but little evi-
dence that management accounting
has had the courage to let go of its
ties to financial accounting and ex-
ternal  reporting requirements’’
(McNair, 1996: 40). According to
McNair, there has been much discus-
sion about a changed emphasis in
management accounting, but she de-
scribes the changes as “‘old wine in
new bottles.”

Since the early 1980s, numerous re-
search projects have been conducted
to gain a better understanding of the
management accounting function in
organizations (Keating, 1995) and to
develop a theoretical basis for man-
agement accounting research in the
future (Kaplan, 1986). This article
seeks to add to that literature by iden-
tifying changes taking place in ac-
counting functions as hypothesized
by a set of literature-based expecta-
tions.

The most significant finding of the
study is support for flattening the or-
ganizational hierarchy and develop-
ing a networked organization within
the accounting function. The levels
of management within the account

ing function at one site were reduced
from four to two over the course of
five years; accountants began report-
ing to supervisors located at sites
worldwide. At the second site, shared
services activities were centralized at
one location for the North American
continent. The centralization re-
sulted in a reduction of accounting
function costs from 1.7 percent of
sales to 1 percent of sales. Our study
reveals that accountants became less
involved in many routine tasks of cost
accounting and began providing a
support role both to plant personnel
and to business managers in making
strategic decisions.

The remainder of the article is di-
vided into four sections. The next sec-
tion develops three research propo-
sittions for fieldwork, based on a
review of the accounting, informa-
tion technology (IT), and organiza-
tional change literature. Then we
consider research design issues in-
cluding site selection, field research,
and data sources. After this we pres-
ent the field research findings in re-
lation to our research propositions.
The final section discusses conclu-
sions, limitations, and opportunities
for future research.

RESEARCH PROPOSITIONS

A general proposition for this pro-
ject is that changes are taking place
in the manner in which accounting
departments and accounting person-
nel are utilized within organizations.
These changes are associated with
several factors, including improve-
ments in IT. Several authors have
cited and predicted the impact that
information technology will have on
organizations and the accounting
functon in general (see Elliott, 1992;
Tyson, 1996). In this article, we pres-
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448 DAvis AND ALBRIGHT

ent specific propositions from IT and
organizational change literature, as
well as predictions and research find-
ings related to the changes taking
place when advancements in IT are
present. Two propositions related to
the organizational structure of an ac-
counting department and one prop-
osition related to the responsibilities
of accountants are presented. The
purpose of the propositions was to fo-
cus the fieldwork portion of the study
and to determine if predicted organ-
izational changes occur for account-
ants within an organization imple-
menting new IT.

P1 The Accounting Organizational Hier-

archy Changes as Companies Adopt New In-
formation Systems.

Support for this proposition is de-
rived from the literature hypothesiz-
ing organizational hierarchy changes
associated with the introduction of in-
formation technology. Elliott (1992),
Ezzamel (1994), Ferioli and Migli-
arese (1996), Fiedler et al (1996)
Gurbaxani and Whang (1991), Hitt
and Brynjolfsson (1997), Huber
(1990), Lucas and Baroudi (1994),
Markus and Robey (1988), and Pin-
sonneault and Kraemer (1993) are
among those discussing changes in
organizational hierarchy and infor-
mation technology. Most of the liter-
ature predicts a flattening of the or-
ganizational chart or the emerging of
a network organizational form as a re-
sult of changes in information tech-
nology. Pinsonneault and Kraemer
(1993) and Huber (1990) describe a
flattening of the hierarchy because
the need for information intermedi-
aries is reduced. One role of a middle
manager is to serve as an information
supervisor. However, better informa-
tion technology permits upper man-
agement to provide desired informa-

tion without middle management.
Huber (1990) suggests the decision-
making process will involve fewer lev-
els of the organization because access
to information is greater with im-
proved information technology.

The movement from traditional hi-
erarchical organizational structures
to networked structures is facilitated
by new systems that permit greater in-
formation flow (Elliott, 1992). Net-
work organizations may emerge be-
cause IT eliminates the need for
physical proximity with respect to
grouping tasks, functions, or people
(Lucas and Baroudi, 1994). A tradi-
tional model of organizational hier-
archy groups employees first by geo-
graphic region and then by function
within the organization. As computer
processing becomes more central-
ized, computers support freer com-
munication between sites and data
passage or sharing between common
application programs becomes more
prevalent. Thus, the organizational
forms of companies utilizing new IT
may change toward a matrix design
whereby employees are grouped first
by product type and then by func-
tional expertise (Fiedler et al., 1996).

P2 The Number of Accountants De-

creases as Companies Adopt New Informa-
tion Systems.

Aside from the downsizing associ-
ated with economic forces, a reduc-
tion in the number of employees is
also attributed to advancements in in-
formation technologies. Different
reasons exist for reduced employ-
ment numbers for firms implement-
ing new IT. Brynjolfsson et al. (1994)
cite a labor substitution motive as a
chief factor in reduced headcounts
for firms implementing new IT. By
utilizing IT for tasks formerly done by
employees, companies can speed up
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certain processes, improve productiv-
ity, and reduce costs and headcount.
Huber (1990) and Pinsonneault and
Kraemer (1993) discuss a reduced
need for information intermediaries,
resulting in fewer employees. Since
information technology advances im-
prove the flow of data and commu-
nication within organizations, fewer
middle-managers are needed to serve
as intermediaries between top man-
agement and front-line employees.

Advancements in IT also are ex-
pected to impact the accounting
function within organizations, lead-
ing to a reduced number of account-
ants in the organization as well. King
et al. (1991) report the time savings
realized by implementing IT to re-
duce the routine tasks of accounting
has resulted in fewer accountants,
rather than expanding services of-
fered by accountants. Ezzamel (1994)
also reports that a goal of imple-
menting IT at some locations was to
reduce headcount in certain depart-
ments, including the accounting de-
partment. Cooper (1996) predicts
fewer accountants will be needed as
the process of cost management is
pushed to the shop floor and more of
the data gathering process is auto-
mated. As new IT systems continue to
incorporate all functions of an organ-
izaton, fewer accountants will be
needed for clerical activities normally
regarded as strictly accounting activi-
ties. Front-line employees will be ini-
tiating accounting entries during the
course of their everyday activities and
accountants will monitor the output
rather than operate the accounting
information system.

P3  The Orientation of Management Ac-
countants is Shifting from Scorekeeping to
an Active Role in the Decision-Making Pro-
cess.

Much has been written about how
management accountants must
change to meet customer needs. Most
authors advocate more participation
by management accountants in
proactive activities, such as member-
ship on strategy- and decision-making
teams. As many of the traditional ac-
counting tasks are automated, an in-
creased emphasis is placed on pre-
dicting future activities. Thus,
management accountants must be-
come part of the management team
to retain importance in the organi-
zation (Cooper, 1996; King et al,
1991; McNair, 1996; Shea and Kleins-
gorge, 1994). Siegel et al. (1997) doc-
ument an expectation among ac-
counting executives for more
involvement in activities that focus on
customer and product profitability
rather than on the traditional costing
activities of the past.

Causal Factors of Change

Any discussion of organizational
change associated with advances in
information technology should in-
clude underlying causal assumptions
made by the researcher (Markus and
Robey, 1988). Two primary schools of
thought, the technological impera-
tive and the organizational impera-
tive, Attempt to explain organiza-
tional evolution when changes in
information technology occur. The
technological imperative! ‘“‘views
technology as an exogenous force

! Markus and Robey (1988) and Orlikowski (1996) use this term while Pinsonneault and Kraemer
(1993) use ‘‘technological perspective,” and Winter and Taylor (1996) use *‘technological deter-
minism.”’ The definitions for these terms are similar.
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which determines or strongly con-
strains the behavior of individuals
and organizations” (Markus and
Robey, 1988: 585). Technology is
seen as the driver of change in organ-
izations; management has very little
control over changes that take place
(Orlikowski, 1996; Pinsonneault and
Kraemer, 1993).

In contrast to the technological
imperative, the  organizational
imperative ? ‘‘assumes almost unlim-
ited choice over technological op-
tions and almost unlimited control
over the consequences. This per-
spective holds that human actors de-
sign information systems to satisfy
organizational needs for informa-
tion’”” (Markus and Robey, 1988:
587). Supporters of the organiza-
tional imperative often cite exoge-
nous factors, such as social, political,
economic and cultural, as reasons
for management to orchestrate or-
ganizational change. IT is seen as a
tool used to achieve desired changes
(Winter and Taylor, 1996; Ferioli
and Migliarese, 1996).

The assumption of causality is im-
portant because generalizability of
the findings may be affected. The
technological imperative suggests re-
sults will generalize to companies im-
plementing new IT. However, the or-
ganizational imperative suggests
managerial initiatives aided by IT do
not generalize solely on the basis of
new IT. Remarks from the president
and chief operating officer at one of
the research sites in this study indi-
cate the new IT was a critical com-
ponent of the organization’s plan to
achieve certain changes. The presi-
dent and chief operating officer com-

mented in an introductory presenta-
tion of the new system that IS
technology is crucial to achieving de-
sired changes. The chief operating of-
ficer also stated that the company
could not design independent solu-
tions to every business or location
need. It was only through integrated
cross-functional systems that the com-
pany could achieve desired goals. Ev-
idence from our research supports
both technological and organiza-
tional imperatives. Consistent with
the organizational imperative, some
of the findings presented in this study
represent how new IT is used to
achieve  desired  organizational
change and how these changes im-
pact the accounting function in or-
ganizations. Included in this category
would be the company’s decision to
reorganize by businesses and use new
IT to allow this change. Other find-
ings support the technological imper-
ative assumption.

RESEARCH METHOD

This research utilizes case study
methodology to identify changes tak-
ing place in the finance and account-
ing functions at two different organ-
izations after implementing a new
information system. Consistent with
Yin’s (1994) definition of a case
study, we consider this methodology
appropriate because we seek to de-
scribe  how the organization has
changed as a result of a contemporary
event (the implementation of a new
system).

Stte Selection: Site A and Site B

A general proposition for this re-
search is that changes are taking

2 Markus and Robey (1988) use this term while Pinsonneault and Kraemer (1993) use ‘‘managerial
perspective,” and Orlikowski (1996) uses “‘planned change.”” The definitions for these terms are

similar.
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place in the finance and accounting
functions in organizations and that
recent advancements in information
technology (either directly or indi-
rectly) enable some of the changes.
Both companies selected as field re-
"search sites have recently imple-
mented an integrated information
system and offer opportunities to ob-
serve the expected effects of the new
system consistent with propositions
developed from the IT/organiza-
tional change and accounting
literature. 3

Research Site A is a major manu-
facturing firm with annual sales ex-
ceeding $20 billion. This company
operates over 90 manufacturing sites
in 30 countries, and employs almost
40,000 persons. Research Site B also
is a major manufacturing firm with
annual sales exceeding $30 billion
and manufacturing and administra-
tive facilities worldwide. The infor-
mation systems history of these two
companies is similar over the past 30
years. Since the 1970s both compa-
nies have developed in-house infor-
mation systems. Often these systems
were unique to a location. During the
1980s and 1990s, the companies cen-
tralized several functions, including
general ledger duties and distribu-
tion systems. Each company had lit-
erally hundreds of separate informa-
tion systems that differed by
geographic location and function.
Each geographic site required sup-
port personnel for system issues. The
goal in changing to a new informa-
tion system was to standardize infor-
mation systems across geographic lo-
cations and functional purposes and
to centralize support functions for
systems support to one location. SAP

was the tool chosen by both compa-
nies to help implement this strategy.
Site A began the process of educating
its employees about the new infor-
mation system in 1993. Implementa-
tion of the new system took place over
the course of three years. Site B ini-
tiated their educational program
about the new information system in
1995. Implementation of the new sys-
tem at Site B took place over the
course of 4 years.

Our primary investigation focuses
on changes occurring in the control-
ler’'s department of one division
(“‘the division’’) for Site A after the
implementation of the new informa-
tion system. The division selected for
this project employs approximately
1,800 persons in addition to several
hundred independent contractors.
The division manufactures a broad
array of intermediate goods, primar-
ily for use in other company-owned
plants. Our discussion of findings for
each of the propositions consists of
an in-depth discussion of changes at
the division. As corroborating evi-
dence, we also present findings re-
lated to the propositions for com-
pany-wide situations both for Site A
(the company to which the division
belongs) and Site B, a similar com-
pany implementing the same infor-
mation system during approximately
the same time period.

Data Sources

Initial discussions with top account-
ing personnel at the sites were con-
ducted to define the project scope
and to determine appropriate per-
sonnel to be interviewed; subsequent
fieldwork focused on gathering data.

3 This is consistent with site selection criteria for case studies as discussed by Young and Selto (1993).
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Because this research seeks to identify
changes that have taken place over
several years, fieldwork was divided
between documenting the depart-
mental structure and accountants’ re-
sponsibilities in 1992 (prior to the
new IT system) and as of June, 1997
(4 years following the initial imple-
mentation phase) for the division at
Site A. The implementation phase for
research Site B was from 1995-1999.

Sources of information include
semi-structured group and individual
interviews, documentation, and di-
rect observation. The group interview
sessions included a discussion of the
research project’s scope, group pro-
jects designed to recreate organiza-
tional attributes prior to and after the
new system implementation, and dis-
cussions about the new system. Struc-
tured interviews with three consult
ants, having experience in over 200
SAP implementations, were con-
ducted to discuss changes that have
taken place in the accountants’ roles
and responsibilities. Documentation
obtained from the sites included job
descriptions, organizational charts,
information system descriptions, and
post-hoc project cost/benefit analyses.
Finally, direct observation of the de-
partment and accountants was used
for further verification of changes
that have taken place.

SAP—The New System

Important aspects of this research
include understanding the new infor-
mation system’s functionality and
identifying operational and structural
changes associated with its use. Com-
panies have long used computerized
accounting systems, including in-
house creations and purchased sys-
tems, but a limiting factor was their
inability to interface with other sys-

tems within the organization. A re-
cent development in information
technology is the wholly integrated
management information system.
These systems encompass almost
every aspect of the information sys-
tem of a company, including account-
ing, manufacturing, and marketing.
Software changes in this case involved
switching to SAP (Systems, Applica-
tions and Products in Data Process-
ing), a developer of integrated busi-
ness application software.

SAP offers client/server and main-
frame business applications to man-
age comprehensive financial, manu-
facturing, sales and distribution, and
human resources functions. An ad-
vantage of SAP software lies in real-
time integration, linking a company’s
business processes and applications
while supporting immediate re-
sponses to change throughout the or-
ganization on a departmental, divi-
sional or global scale.

A major advantage of integrated
software systems is the compatibility
among software programs represent-
ing different functions of an organi-
zation. Software packages represent-
ing accounting, manufacturing,
inventory, and sales have .existed for
many years. In many cases, prior to
the use of integrated software, effec-
tive interface among these systems
was lacking. Often, monitoring and
facilitating interfaces were a standard
part of a cost accountant’s duties dur-
ing the closing process.

The systems replaced at each re-
search site by SAP had been created
over the course of many years. Several
systems and applications had been
developed or purchased to automate
a variety of functions. The resulting
information system was a network of
canned and internally created soft-
ware applications interfaced, where
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possible, to interact with each other.
Each major production site had its
own mainframe and unique set of
programs designed to meet its needs.
There was little standardization in the
manner in which each manufactur-
ing site at these two organizations met
its information needs. The new sys-
tem replaced a vast majority of old sys-
tems and permitted system standard-
ization across functions and sites.
Advantages of the new system include
integration of functions, standardi-
zation of processes and systems across
geographical and business segments,
and implementation of one enter-
prise-wide system. The remainder of
the article presents and discusses the
findings related to the propositions.

FINDINGS

Propositions 1 and 2 The Accounting Organ-
izational Structure Changes and the Number of
Accountants Decreases as Companies Adopt
New Information Systems.

Site A Divisional Findings

The Controller’s Department Be-
fore SAP. The controller’s function
prior to the implementation of SAP
included 38 employees organized
within four reporting levels. These
employees were involved in cost and
general ledger accounting duties.
General ledger duties included ac-
counts payable, invoicing, property,
and payroll. A division controller
headed the department. This individ-
ual also was a member of the plant
manager’s staff and reported directly
to the US controller at corporate
headquarters. Two departments, cost
accounting and general ledger ac-
counting, existed within the control-
ler's function; each department was
headed by a manager who reported
to the division controller (Figure 1).

The controller’s primary responsibil-
ities were confined to the geographi-
cal area of the division.

The cost accounting group had 16
employees. A data coordinator, man-
agement reporting coordinator, and
three cost supervisors reported di-
rectly to the cost accounting man-
ager; ten cost accountants reported
to three cost accounting supervisors.
The data coordinator was responsible
for the flow of information within the
accounting system. The management
reporting coordinator was responsi-
ble for divisional (geographical) re-
porting for both local and corporate
requirements. Cost accountants and
supervisors were responsible for pro-
viding cost accounting services to
plants located at the division. Cost ac-
countants were assigned to different
areas of responsibility based on ex-
perience, workload, and plant group-
ings. The division had one general
plant manager and several ‘‘major”’
managers. Fach major manager was
in charge of a group of plants or serv-
ice functions. If possible, a major
manager would have only one cost ac-
countant responsible for all local ac-
counting duties for his or her area.
The size of certain areas required as-
signing more than one cost account-
ant to a major manager.

The general ledger group had 20
employees and included a manager,
three supervisors, fourteen clerical
employees, and two accountants. Di-
visional payroll and cashier duties
were the responsibility of one super-
visor and two clerical employees. The
accounts payable supervisor managed
eleven payable clerks who were re-
sponsible for keying vendor invoices
into the payables system and coding
each transaction with the appropriate
cost center and account code. The
general ledger supervisor was respon-
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sible for various functions, including
property accounting and subsidiary
accounting. One clerical worker and
two accountants reported to this su-
pervisor.

The Controller’s Department after
SAP. Figure 2 presents the restruc-
tured organizational chart after SAP
containing two levels of responsibil-
ity. Eleven employees provide ac-
counting services to the plant and to
business managers located world-
wide. Cost accountants are divided
into two groups according to job re-
sponsibilities. Group one consists of
the site accounting controller, office
administrator, management report-
ing coordinator, and the site services
cost accountants. Two cost account-
ants are responsible for cost account-
ing services for the service depart-
ments located at the division. These
service departments include mainte-
nance, environmental, utilities, engi-
neering and other services located at
the division. The third cost account-
ant provides cost accounting services
for a joint venture and a subsidiary
company located at the division.

The second group consists of four
business cost accountants and a
global security administrator. The
cost accountants are responsible for
cost accounting services to local
plants and reporting responsibilities
at both local and business-wide levels.
These accountants report to business
controllers at different locations
around the world. The company has
divided its products into 15 core busi-
nesses. A business may have operating
sites at several different locations.
Business controllers are responsible
for accounting functions of their
business units, and supervise business
accountants at all manufacturing
sites. The site accounting controller
is not directy responsible for these

-

RESPONSIBILITIES OF MANAGERIAL ACCOUNTANTS 455

business accountants, but serves as a
source of technical support, mentor-
ing, and communication.

Two of the accountants shown in
Figure 2 have duties unrelated to the
costing function at the division. The
management reporting coordinator
for the site oversees financial report
ing responsibilities for the division.
The amount of reporting at the divi-
sional level has decreased signifi-
cantly because of business realign-
ment initiatives. Business reporting is
now a responsibility of the cost ac-
countants for the businesses. The
management reporting coordinator
also serves as a mentor to the newer
accountants and site services account-
ants. The other accountant serves as
a Global Subject Matter Expert
(SME) for the costing function within
the new system. This position is not
related to any services offered at the
plant site, but involves providing sup-
port for any employees (regardless of
location) on questions involving cost
accounting and the new system. The
company has 13 Global SMEs. Ten of
the 13 are located at headquarters,
but all provide support for the entire
company in their area of expertise.
These accountants are on call 24
hours a day on a rotating basis. Both
the SME and management reporting
coordinator were cost supervisors in
1992,

The organizational changes hy-
pothesized by propositions 1 and 2
were observed at the divisional level
for Site A. Four organizational levels
existed within the controller’s func-
tion at the division prior to SAP. As
illustrated in Figure 1, these included
a divisional controller, section man-
agers, supervisors, and accountants.
As shown in Figure 2, only two organ-
izational levels existed after SAP. Cer-
tain accountants employed in similar
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positions to those existing prior to
SAP have no direct supervision at the
divisional level. Accountants are part
of a networked organization that al-
lows their responsibilities to extend
beyond geographical boundaries.
Certain accountants at the site now
service clients located in other geo-
graphical regions and report operat-
ing results on a business-wide basis.

The number of accountants em-
ployed at the site also has decreased.
Specifically, 21 accountants were em-
ployed at the division prior to SAP
compared to ten after SAP. The num-
ber of clerical employees also de-
clined from 16 to one over the same
time period.

Causes for Change. Two primary rea-
sons are cited for the decrease in or-
ganizational levels at the controller’s
department. The company (1) cen-
tralized and standardized functional
accounting operations, and (2) reor-
ganized the controller’s function by
businesses. The centralization of
functions resulted in a reduction of
one organizational level in the con-
troller’s department. Because no gen-
eral ledger duties remained at the
plant site, the responsibilities of the
division controller were reduced and
combined with the cost accounting
manager’s position to create the site
accounting controller’s position after
the implementation of SAP.

The reorganization from a func-
tional alignment to a business align-
ment eliminated another level of
management in the controller’s func-
tion. Cost accountants now report ei-
ther directly to the site controller or
to a business controller located at an-
other site. This arrangement elimi-
nated the need for an additional level
of supervision to coordinate the ac-
countants; many responsibilities
shifted from the accountant’s geo-

graphical location to the business
sub-unit. Coordination of efforts
among business accountants now
takes place by business controllers lo-
cated at various sites around the
world.

Three primary reasons are cited for
the decline in headcount observed in
the controller’s department. The
company (1) implemented a downsiz-
ing program, (2) centralized and
standardized functional accounting
operations, and (3) implemented a
new information system. The down-
sizing program resulted in a decrease
of approximately five employees (in-
cluding three employees with cost ac-
counting duties and two employees
with general ledger duties). The ex-
act number of employees leaving the
department due to the downsizing ef-
fort is difficult to determine since
some retired during the downsizing
program.

Centralization of general ledger
duties to headquarters was responsi-
ble for the largest decrease in em-
ployee count. Two supervisors and
the general ledger manager were re-
located to other sites and other posi-
tions within the company. The paya-
bles and payroll clerks (14
employees) were reassigned to posi-
tions with other departments of the
same division. Savings associated with
a central payables site and standardi-
zation of general ledger processes
drove the payables restructuring pro-
cess.

A decrease of five employees, all
from the cost accounting depart-
ment, is attributed to the implemen-
tation of the new information system.
The new information system and the
removal of responsibilities previously
assigned to cost accountants permit
each accountant to manage a broader
area of responsibility. Prior to the re-
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alignment by businesses and after the
centralization of general ledger activ-
ities, cost accountants served as the
contact person for all accounting
questions from the plants. Account-
ants were asked to familiarize them-
selves with payroll and property and
plant issues, and other areas formerly
handled by other local accountants.
With the alignment by businesses, the
role of the site accountants was re-
duced to responsibility for cost and
property accounting duties. For ex-
ample, prior to SAP, one cost man-
ager, one data coordinator, one man-
agement reporting coordinator,
three cost supervisors, and ten cost
accountants provided cost services to
45 cost clients. A cost client could be
either a plant or a service area located
at the division. Some clients required
much more attention than others.
Determining equitable workload dis-
tributions was difficult. Some ac-
countants handled only two clients
while others had five to nine clients.
Alternatively, after SAP, one site ac-
counting controller, one manage-
ment reporting coordinator, and
seven cost accountants managed the
same workload.

Site A Company-Wide Findings for
Propositions 1 & 2

Changes observed at the division
level for Site A reflect changes that
took place at the company level. Cost
accountants at all locations were
grouped not by geographic location,
but rather by business organizations.
Another change was the centraliza-
tion of cost accounting services. Be-
fore the new system was imple-
mented, each manufacturing site had
its own information system, devel-
oped independently of other systems.
Therefore, each site had its own local

cost accounting systems expert that
would resolve cost issues for that lo-
cation. The new system was imple-
mented, in part, to establish a glob-
ally common means by which to
capture transactions. When the new
system implementation began, a new
group of cost experts was designated
to map costing practices from old sys-
tems into the new system. This new
group (called the Cost Process Tech-
nology Center Group, or CPTC) re-
mained after installation of the new
system to become cost and systems ex-
perts on a global basis for the organ-
ization. Currently, this group has ap-
proximately 20 employees that serve
as in-house consultants on costing
and system issues for the entire or-
ganization.

The number of accountants em-
ployed by the company before and af-
ter the implementation of the new
system was consistent with changes
observed at the manufacturing sites.
Other divisions of comparable size to
Site A have experienced decreases in
the number of cost accountants over
the same time period. When the cor-
porate directive was issued to de-
crease headcount in the controller’s
function because of the pending
changes in restructuring and the new
information system, site controllers
took different approaches to reduc-
ing headcount. The controller at Site
A aggressively placed his accountants
in various positions at other locations
(primarily in positions at corporate
headquarters). Many of the reas-
signed accountants at the division
were placed in positions in other ac-
counting departments, such as statu-
tory accounting or financial report-
ing. Some accountants were placed in
temporary positions created due to
the implementation of the new sys-
tem. Controllers of other divisions
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chose to allow natural attrition to
lower their headcounts. Company-
wide, the number of accountants has
decreased since the implementation
of the new information system.

Site B Company-Wide Findings for
Propositions 1 & 2

Consistent with the findings at Site
A, management at Site B also re-
ported an overall reduction in ac-
counting-related headcount. The
company has five years experience
with SAP, as the implementation pro-
ject began early in 1995. By the end
of 1999 the company had 5,000 users
in 200 locations across the North
American continent. In assessing the
overall reduction in accounting over-
head costs, we considered the possi-
bility that external consultants may
have been substituted for full-time
employees. At Site B, management
did not rely heavily on external con-
sultants for installing the system, but
chose to use internal resources at an
estimated project cost of $57 million.
In 1995 approximately 20 consultants
were on hand when the initial imple-
mentation began. After six months
only three or four remained; by 1996
all external consultants were gone.
Some consultants were hired for their
technical expertise in a specific area
while others were hired as trainers.
Management did not believe signifi-
cant external assistance in the area of
planning, organizing, managing, and
monitoring projects was necessary be-
cause the company had managed ma-
jor projects for years. Key individuals
throughout the company were se-
lected to drive the implementation.
As a result, problems associated with
potental detractors were eliminated.
Two types of IT staff, development
and support, were used in the system

roll-out. Approximately 80 people
were involved in custom development
to add functionality to the system. In
addition, these developers required
hardware, communications, and net-
work support from other groups
within the company.

Accounting headcount and over-
head cost reductions were achieved at
Site B by removing activities per-
formed at multiple manufacturing lo-
cations and centralizing these func-
tions at one location. The business
process reengineering of the finance
activities, known by the company as
shared services, are as follows: invoic-
ing, warehouse accounting, fleet ac-
counting, accounts payable, travel
and entertainment, general ledger,
governmental accounting, capital
and asset accounting, internal audit
staff, accounts receivable, and pur-
chase card accounting. Prior to SAP
implementation, the controller at
each plant had responsibility for all
shared services activities.

The economic advantage of cen-
tralizing accounts payable and invoic-
ing activities results from eliminating
duplication of effort at numerous
sites across North America. However,
additional system complexity may re-
quire additional effort in the internal
audit function. Evidence from Site B
indicates otherwise. Interestingly,
though the system is more technically
complex, the company now requires
fewer internal auditors. Before cen-
tralizing shared services, auditors
would conduct a walk-through at
each facility, worldwide, every three
years. The new system permits audi-
tors to target sites where problems
may occur. According to manage-
ment, the proactive approach results
in better quality audits, less travel,
and greater levels of auditor produc-
tivity.
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A post-project assessment con-
ducted by management at Site B pro-
vides evidence of company-wide sav-
ings in the finance and accounting
functions. Most of the efficiencies
were realized through headcount re-
ductions made possible by centraliz-
ing redundant clerical accounting ac-
tivities at 300 locations. Thus, data at
Site B support Propositions 1 and 2,
suggesting the organizational struc-
ture changes and the number of em-
ployees decrease with the adoption of
a new enterprise-wide accounting sys-
tem. Prior to the SAP implementa-
tion administrative costs represented
1.7 percent of sales. The post-imple-
mentation cost approximates 1 per-
cent of sales. Organizational charts
indicate multiple levels have been re-
moved from each plant location. For
example, seven to eight accounts pay-
able staff members were required at
each plant location. After the com-
pany centralized the accounts paya-
ble function, only three persons were
needed. Additional savings permitted
by the system include:

® Working capital reduction (savings
$10 million). The automated sys-
tem permitted maximum com-
pany- wide purchase discounts and
facilitated rapid collection of ac-
counts receivable. Additional sav-
ings in accounting-related costs re-
sulted from the ‘‘evaluated
receipts’”’ process. When invoices
are received from approved ven-
dors, the system automatically pays
the invoice upon receipt. SAP en-
abled approximately 55% of in-
coming invoices to be paid in this
manner.

® Purchase leverage (savings $20 mil-
lion). Negotiating corporate pur-
chasing agreements reduced costs
on materials and supplies previ-

ously purchased at 300 locations.
In addition, for those purchases
not covered by corporate agree-
ments, managers at remote loca-
tions had immediate access to com-
pany-wide pricing information to
use as a basis for comparison.

® Capital spending management
(savings $5 million). SAP impacts
areas external to the accounting
process. For example, the system
permitted engineers to estimate,
plan, and track expenditures
against project estimates.

® Transportation leverage (savings
$10 million). The system helped
managers reduce inefficiencies in
the transportation and logistics sys-
tems and to negotiate more favor-
able contract rates.

Summary of Propositions 1 and 2—
Consistent with Observations from
Site A and Site B

Pinsonneault and Kraemer (1993)
and Huber (1990) suggest fewer lev-
els of management are necessary as
managers provide the information
they need. The global information
system implemented by our research
sites allows for information access
across geographic and business divi-
sions. Therefore, fewer persons are
required to accumulate data from
multiple sites. Elliott’s (1992) hypoth-
esis that networked organizations
evolve as a result of improved infor-
mation systems is also supported in
this study. The reporting relation-
ships described above reflect a net-
worked organization where employ-
ees no longer are grouped by
geographical regions and functional
responsibilities. Employee groupings
now are based on business units
within the organization without re-
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gard to either geographic or func-
tional responsibilities. These changes
are consistent with a matrix organi-
zational design (Fiedler et al, 1996)
where members report both to prod-
uct and functional leadership.
Changes attributed to the new infor-
mation system appear to support the
organizational imperative view of IT -
induced change. Management’s de-
cision to realign by business resulted
in fewer levels of management, cre-
ated new reporting relationships, and
reduced the number of employees in
the accounting department. The im-
plementation of a new information
system is viewed as a crucial means by
which these goals were achieved.

This article seeks to understand the
change in accounting personnel, in
numbers and job responsibilities, fol-
lowing implementation of an enter-
prise-wide integrated information sys-
tem. A factor that may obscure the
absolute count, system-wide, is the
use of external consultants to replace
accountants whose positions were
eliminated. From a corporate-wide
perspective, research Site B experi-
enced only a temporary increase in
overall personnel (one to two weeks)
as positions were eliminated and con-
sultants were hired to perform spe-
cific technical tasks. The majority of
new employees and consultants hired
by Site A for implementation services
no longer work for the organization.
Accounting and simple systems issues
are handled by the CPTC group cre-
ated during the implementation of
SAP. Site A made the decision to out-
source its systems development and
critical support needs to a consulting
firm that provides assistance with SAP
on an as-needed basis.

Proposition 3 The Orientation of Management

Accountants is Shifting from Scorekeeping to an
Active Role in the Decision-Making Process.

Site A Divisional Findings

Overall responsibilities of the con-
troller’s function at the division do
not appear to have changed; their
function remains to ensure the integ-
rity of reported information. The new
information system and reporting re-
lationships have redefined the man-
ner in which accountants perform
their duties.

Changes Associated with the New In-
formation System. The most significant
change in accountants’ duties is in ac-
counting for inventories. Previously,
accountants were responsible for rec-
onciling inventory balances received
from the plants’ production reports
to general ledger balances updated
from a separate system. Some ac-
countants also were involved in man-
ually calculating moving average
prices for inventories and preparing
adjusting entries during closing. Pre-
paring reconciliations and calcula-
tions, along with running computer
programs to recharge service area
costs, were the primary activities for
accountants during the first four days
of closing. Although plant personnel
were responsible for providing data
for inventory entries, accountants
were responsible for preparing the
entries, ensuring that plant person-
nel provided information on a timely
basis, and making correcting entries
for incorrect inventory balances. In-
ventory transactions were prepared in
batches at the end of the month,
while plant personnel maintained
daily production and shipping re-
cords within their own systems. One
accountant noted that the old system
did not require plant personnel to be
concerned with accounting inventory
balances as long as their own reports
were correct. The accountants viewed
changing this mindset as a major
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challenge since there is now only one
set of inventory balances.

The new information system has re-
moved much of the time-consuming
reconciliation activities associated
with periodic closings. Only one set
of balances exists; transactions are re-
corded automatically when plant per-
sonnel close production orders, ship
inventory, or receive materials. In-
stead of reconciling balances during
closing and making correcting en-
tries, accountants monitor the plant’s
progress toward entering all produc-
tion orders and shipments of inven-
tory. If the accountant detects a mis-
take, plant personnel must make
correcting entries because of author-
ization limits placed on job functions.
The new system places a greater em-
phasis on maintaining a good work-
ing relationship with plant personnel
and a greater responsibility on plant
personnel for maintaining the accu-
racy of cost information. Overall, ac-
countants at Sites A and B report less
overtime and fewer manual entries
during the closing process; therefore,
more time is available for account
analysis.

Nonclosing activities of the ac-
countants have changed little follow-
ing the installation of the new system.
The primary activities during non-
closing weeks still include special pro-
jects, troubleshooting, and answering
cost questions. Providing product
cost estimates, establishing new prod-
uct identification codes in the system,
monitoring account balances on an
ongoing basis (an activity now possi-
ble given the real-time nature of the
new system), and recalculating prod-
uct standards on a monthly basis are
all responsibilities associated exclu-
sively with the new system. Previously,
a plant could produce and ship a new
product (in the system) without the

accountant’s knowledge. Because the
new system is integrated, the account-
ant must set up new product infor-
mation in the system prior to produc-
tion of the product.

Overall, accountants favorably
viewed changes associated with the
new information system. Less over-
time, less clerical/manual work, and
more opportunity to analyze accounts
and detect problems prior to closing
were the primary benefits identified
by the accountants who used the new
system. The major concern expressed
by accountants was the feeling of a
loss of control over the accounting
process. Most of the responsibility for
initiating and recording accounting
entries had been shifted to nonac-
counting plant personnel. Encourag-
ing plant personnel to take responsi-
bility for problems traditionally
viewed as accounting tasks, such as
correcting incorrect inventory bal-
ances, entering all shipments or pro-
duction orders in a timely manner,
and ensuring that the appropriate
plant personnel were involved in the
inventorying process, were also con-
cerns identified by the accounting
staff. As a result, accountants felt less
involved in the accounting process
and more involved in coaching, mon-
itoring, and support activities.

Changes Associated with the Realign-
ment by Businesses. Significant changes
in responsibility came as an indirect
result of the new system. The realign-
ment of functions by business
changed the focus of reporting for
many accountants. Accountants re-
sponsible for manufacturing plants
now report on both a plant and busi-
ness level. Reporting at the business
level requires gathering information
from many different plant sites and
consolidating data into a business-
wide report. The old system would
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not permit one person to gather and
organize all necessary information.
Consequently, the amount of time
spent coordinating efforts among ac-
countants at different sites delayed
the reporting process.

Business accountants at the divi-
sion report to supervisors located at
different sites. Some accountants are
now responsible for plants located in
different areas of the country. Two of
the four business accountants at the
division had met with their supervi-
sors only once during the 18 months
since business realignment took
place. The other two had met with
their supervisors less than 4 times
each. The new relationship places
more responsibility on accountants to
be better problem-solvers and to
make decisions independently. How-
ever, the new reporting relationship
also leaves them without an official lo-
cal backup during absences from
work. ““Official’’ backup for business
accountants are accountants working
for the same business unit but located
at other sites. Accountants at the di-
vision all stated they felt comfortable
when another accountant on-site
would cover their duties while they
were away from work. The major con-
cern with a supervisor located off-site
was the supervisor’s inability to mon-
itor activities on a first-hand basis.
These issues become important dur-
ing the performance review process.
Another concern with the reporting
relationship was the absence of a lo-
cal supervisor responsible for moni-
toring workload distributions and co-
ordinating efforts to relieve work
overloads on certain desks. Despite
these concerns, business accountants
supported the new reporting rela-
tionships and welcomed increased re-
sponsibilities associated with the re-
structuring effort.

Site A Findings for Proposition 3

Implementing the new system
freed accountants from the manually
tedious tasks associated with tradi-
tional cost accounting functions and
allowed for more analytical activities.
The emphasis organization-wide was
for accountants to become analysts
rather than to continue as scorekeep-
ers. Toward this end, the organiza-
tion has a goal of hiring persons with
MBA degrees to fill analyst positions
formally filled by persons with under-
graduate accounting degrees. Thus,
the new system has already affected
the responsibilities of the accounting
profession in significant ways.

Site B Findings for Proposition 3

At Site B, the accounting function
is losing control over data input be-
cause control is disbursed. Much of
the data entry takes place in the pro-
duction area; thus control is now lo-
cated at the operational level. The sys-
tem creates an atmosphere to utilize
marginal economic concepts to run
the business. More time is available
for analytical work because integra-
tion has created efficiencies. Previ-
ously, as many as four of five different
systems may have been required to
conduct a study requiring multiple
users to be involved in the data gath-
ering process. Now, similar studies
can be conducted by one person in a
fraction of the time previously re-
quired, thereby increasing efficiency
and time spent on value-added activ-
1tes.

Summary of Proposition 3

In general, the business account-
ants believe their role has been en-
hanced by the new accounting system
and business realignment. Account-
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ants are an important source of infor-
mation about the system for plant
personnel since more of the actual
entry-generating activities are taking
place outside the accounting depart-
ment. Business accountants also en-
joy a broader scope of responsibility
and the opportunity to work on the
business level. During the interview
phase of this research, most account-
ants stated their tasks were becoming
increasingly analytical. Definitions of
*“‘analytical”” varied among the ac-
countants. Some felt that becoming
more analytical meant spending time
monitoring their accounts and ex-
plaining variances on their cost
sheets, while others defined analytical
as not only providing reports to their
managers, but also providing answers
to anticipated questions arising from
the reports. Alternatively, other ac-
countants stated plant-specific prob-
lems causing additional clerical work
prevented them from conducting an-
alytical activities.

Cooper’s: (1996) prediction that
management accountants will adopt
a more supportive role in the organ-
ization is upheld by observations in
this study. Accountants feel less in-
volved in the functional activities of
accounting and more involved in sup-
plying management with information
needed to make decisions. Account-
ants also stated a large part of their
duties included aiding plant person-
nel with questions involving the cor-
rect use of the new information sys-
tem. This, too, is consistent with the
supportive role Cooper describes for
management accountants of the fu-
ture.

CONCLUSION

Support exists for the organiza-
tional and technological imperative

regarding changes induced by infor-
mation technology. The new infor-
mation system was used to achieve
company goals by facilitating business
realignment. Expected organiza-
tional changes (Proposition 1) asso-
ciated with improved information
technology have taken place in the
accounting function for both re-
search sites. Support was found for
both a flattening of the organiza-
tional hierarchy (as suggested by Pin-
sonneault and Kraemer (1993) and
Huber (1990)), and the development
of a networked organization (as sug-
gested by Elliott (1992) and Fiedler et
al. (1996)). At both sites, the number
of reporting levels decreased and re-
porting relationships were no longer
constrained by geographical loca-
tions within the organizational struc-
ture. In addition, overall accounting
personnelrelated costs declined at
both research sites as headcount was
reduced through system efficiency
and restructuring.

A role of the cost accountants is to
ensure the integrity of reported fi-
nancial numbers associated with in-
ventories and expenses. The manner
in which these responsibilities are
performed has changed dramatically.
Each accountant interviewed cited a
reduction in the manual activities of
reconciling, calculating, and input-
ting necessary to perform their du-
ties, as compared to the manual activ-
ities performed under the old system.
Some accountants reported these
clerical tasks had been replaced by
other clerical activities. These new
clerical activities were related to prob-
lems specific to certain plants and
were not indicative of an overall re-
placement of old clerical activities
with new ones. Many accountants ex-
pressed a belief that most new clerical
tasks would disappear after plant per-
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sonnel became fully accustomed to
their new responsibilities. Manual ac-
counting entries have been reduced
significantly and the majority of ac-
counting entry-generating activities
have been moved to the plant. The
accountants’ role has expanded to in-
clude support or coaching for plant
personnel as they perform activities
that create accounting entries.
Accountants expressed a belief that
their roles were evolving from a tra-
ditional recording function to an an-
alyst position. Creating reports and
explaining changes, trends, vari-
ances, and other issues, as well as
forecasting future performance, will
be future responsibilities according
to most of the accountants. Some ac-
countants stated they were much fur-

ther away from this goal than others,
however. Accountants viewed their
positions as support personnel to de-
cision-makers, and not as decision-
makers themselves. As one account-
ant explained, a “‘company [in our
industry] is going to be run by

. engineers. If it’s not, then we’'re
all in trouble.”” The observations in
this case provide support for the
changing roles of cost accountants
from a scorekeeping orientation to
an active support role in the decision-
making process. Accountants are not
only involved in providing cost sup-
port to local plants, but also to busi-
ness controllers and managers in-
volved in a decision process at a
company level.
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