STRATEGIC MANAGEMENT ACCOUNTING AND SENSE MAKING IN A GERMAN MULTINATIONAL COMPANY

INTRODUCTION

This paper investigates strategic management accounting in an organisational setting. Its motivation is to obtain an in-depth understanding of strategic management accounting (SMA) as it is lived and perceived by actors in organisations. The paper aims to contribute to this emergent understanding by providing insights from a multinational company in Germany. SMA can broadly be defined as being the use of management accounting systems in supporting strategic decision-making. The survival of companies in today’s highly competitive global markets may depend partly on a management accounting function that allows for the successful assessment of strategic situations. SMA can provide such a function.

The research does not aim to investigate SMA techniques as such, but seeks to understand what strategic management accounting means to organisational actors. Scapens and Bromwich (2001) note that the papers published in the previous ten years in ‘Management Accounting Research’ demonstrate that the complexities of management accounting in practice transcend the simple economic decision making approaches portrayed in most textbooks. They further note that a large number of publications seek to understand the organisational setting of management accounting, and that in doing so such studies do not take the nature of management accounting for granted, thus opening its organisational role for debate. This research attempts to address such issues by investigating the complexities of strategic management accounting in an organisational setting. 

Much of the prior research in SMA has concentrated on which accounting techniques are used and in what circumstances. This paper is more concerned with how SMA is perceived and used in practice. Indeed, the main contribution of this research is to understand that from the participants’ perspectives the way in which accounting is used to make sense of complex strategic decisions is at least as important as the specific techniques used. It was found that to achieve this sense making, a very diverse set of accounting information is used, dependent on the context of the decision. This would suggest that concentrating on one or two specific accounting techniques to assist strategic decision making may reduce the relevant information available and result in less effective decision making. Rather, accountants should be providing as broad a range of accounting information as possible. Moreoever, it is hoped that by achieving a better understanding of how accounting information is used in a strategic context, it may enable more useful accounting systems to be developed. The paper provides this understanding by exploring just what is meant by sense making and how management accounting is used to assist the process. 

The paper commences with an outline of the prior literature in SMA and organisational sense making. In keeping with the grounded theory methodology this literature review is intended to provide a background and context to the research rather than develop specific theory and hypothesis testing. A short discussion of the grounded theory methodology, the methods used and background details of the research case study are next provided. The main part of the paper is a presentation of the grounded theory itself. This is presented using a simplified version of Strauss and Corbin’s (1998) paradigm model. The grounded theory is also discussed in relation to a broader theoretical literature in this section. The paper concludes with a discussion of the main contributions of the research and possible consequences for SMA and for future research.  

PRIOR LITERATURE
Strategic Management Accounting

Recent years have seen a great deal of interest in SMA in the academic community. This interest was characterised by an initial emphasis on normative research which has been followed by more empirical research. Major normative contributions to SMA often suggest templates for SMA practices such as competitor accounting and competitive position monitoring (Simmonds, 1981, Ward 1992, Moon and Bates 1993, Jones 1988, Rangone 1997); strategic cost management (Porter, 1980, 1985, Shank and Govindarajan 1988, 1989, 1992,  1993a/b, Govindarajan and Shank, 1992, Shank, 1996); strategic investment appraisal (Shank and Govindarajan 1992, Tomkins and Carr 1996, Barwise et al., 1989, Grundy, 1990a,b, 1992) and contemporary accounting developments with a strategic component such as activity-based costing (Cooper and Kaplan 1988, 1991) and the balanced scorecard (Kaplan and Norton 1992).

Although this normative work has made a contribution to SMA it does suffer from one serious drawback in that it is often disconnected from what actually happens in organisations. A number of surveys of SMA practice have been carried out (Carr, Tomkins and Bayliss, 1991, 1994a,b; Carr and Tomkins, 1996, 1998; Guilding et al., 2000; Cravens and Guilding, 2001). These surveys have found that competitor accounting and strategic pricing are the most widely used techniques but some also suggest that the term SMA is not widely used in companies, and its meaning is not always clear to managers.

Other researchers have used a contingency theory approach to studying SMA practice (Simons,1987a, Chenhall and Langfield-Smith, 1998, Guilding, 1999, Anderson and Lanen, 1999, Abernethy and Brownell, 1999). Again, this research has contributed to our understanding of SMA but does suffer from the usual drawbacks of contingency theory in that variable selection and specification have been eclectic, sample selection not always comprehensive and some conflicting results have been produced. More importantly perhaps these studies throw little light on how SMA practices are implemented and used in practice and provide no theoretical explanation of such practices. 

A number of case studies of SMA have been carried out which do provide some interesting insights into SMA practices. Rickwood et al. (1990) findings suggest that the accounting function gathers, both routinely and specifically, data concerning the external environment of the company’s operations, including information on competitors’ performance and plans.  Lord (1996) draws on a case study in New Zealand to show that the techniques of SMA may in many cases already be found in companies, but that the information may not be quantified in accounting figures, and may not be collected and used by management accountants. Dixon (1998) had similar findings in a UK case study. However, these case studies are largely descriptive and provide little theoretical insight. 

Dent (1990) argues strongly for interpretive research of the interface between accounting and strategy. Similarly Dermer (1990) approaches the issue of accounting and strategy from an ecological perspective, which views strategy as the outcome of organisational struggle. Ahrens (1997) presents an interpretive study which investigates the strategic interventions of management accountants. He analyses ethnographic material from a set of British and German brewers, in order to explore how management accountants in the two countries conceive of their relationship with processes of strategic formulation and how they seek to mobilise strategic arguments. Jarvenpaa (1998) provides an interesting account of management accounting and strategy in a Finnish high-tech firm. He examines how the case company used strategic management accounting in strategy formulation and found that if the issues were more strategic, the less involved the management accounting function became. He concludes that the SMA tools suggested in the normative literature were not significantly used. 

To summarise, even though normative research has been criticised for being too disconnected from reality, it has done much to develop SMA and has established a number of specific SMA techniques. Empirical research has investigated whether and how the techniques have been used in companies. Functionalist empirical research has shown that some techniques are used, even if they are not always labeled SMA. Interpretive empirical research has further revealed that SMA and associated techniques are not to be seen as neutral devices used in the rational way the normative literature would suggest. However, little is yet known about this issue. It is argued that interpretive research into SMA can add extensively to existing research, by providing a deeper understanding of SMA as it is used and implemented in companies and perceived by organisational actors. The literature review has revealed that very little evidence has been provided yet as to how organisational actors perceive SMA and grounded theory provides a methodology to undertake an interpretive study to address this lacuna.

Organisational sense making

In a literature review it is customary to present an a priori theoretical discussion of the research. However, the extent to which prior theories and preconceived concepts should be used in a grounded theory study is contentious and in this research were kept to a minimum. The research commenced with general questions about how SMA was used and perceived in companies. As the research progressed it became apparent that the most important questions relating to SMA in practice were how accounting is used in organisations to assist strategic decision making and more specifically how management accountants use accounting to assist the organisation in making sense of strategic decisions. It is important to understand that sense making emerged during the research as the phenomenon at the core of the grounded theory. The following literature review of organisational sense making is presented here in order to assist in understanding the empirical data which follows, rather than as an a priori theoretical discussion.

The concept of sense making has been extensively discussed in diverse organisational fields but relatively less in the accounting literature. It has been discussed in connection with strategic management (Steinthorsson and Söderholm, 2002), strategic change (Ericson, 2001; Gioia and Chittipeddi, 1991; Gioia et al., 1994; Gioia and Thomas, 1996; Isabella, 1990), culture (Harris, 1994; McLarney and Chung, 2000), organisational disasters (Gephart, 1993; Weick, 1993) and various other management-related issues (Eisenhardt, 1989a; Hasan and Gould, 2001; Hill and Levenhagen, 1995; Daft and Weick, 1984).  

Sense making has been defined as “the discursive process of constructing and interpreting the social world” (Gephart, 1993, p. 1485). In a case study by Hasan and Gould (2001, p. 78), sense making is variously referred to as “understanding the situation”, “being informed”, “knowing where the organisation is going” and “getting the picture”. In the context of strategic change, sense making has been illustrated as being concerned with meaning construction and reconstruction by the parties involved in the change (Gioia and Chittipeddi, 1991, p. 442). Gioia and Chittipeddi (1991) also refer to ‘sense giving’ as an activity concerned with the process of attempting to influence the sense making and meaning construction of others toward a preferred redefinition of organisational reality. Daft and Weick (1984, p. 286) refer to interpretation as the process of translating events, of developing models for understanding, of bringing out meaning, and of assembling conceptual schemes. They stress the importance of sense making by stating that interpretation may be one of the most important functions organisations perform and that scanning and sense making activities are at the centre of other organisational activities. Weick (1995b, p. 6) distinguishes ‘sense making’ from ‘interpretation’. He provides an extensive overview of sense making and suggests that interpretation is a component of sense making, the latter being a higher level abstraction. He contends that organisations can be good at decision making and still falter, because of deficient sense making. 

According to Hasan and Gould (2001, p. 71), managerial sense-making activities have a pivotal role in linking the processes of knowledge management and strategic decision-making in their case organisation.  Gioia et al. (1994, p. 365) stress that sense making and influence are interdependent and reciprocal processes during the launching of strategic change. Weick (1995b, p. 63) stresses the pervasive need for accounting, justification and rationalising in organisations. He contends that viewing organisations as open systems means that they are characterised by structures, processes and environments that are ambiguous, which puts a greater premium on sense making activities. 

Far fewer publications have explicitly provided explanations of sense making in the context of accounting. Boland (1984) reports an experimental study of managers’ sense making of accounting data. He contends that accounting systems have an important role in ordering naturally occurring sense making activities in an organisation. In an earlier publication, Boland and Pondy (1983, p. 224) stress that accounting is one of the major formal sets of symbols available to organisational actors for ordering and interpreting their experience. They further note that accounting is used to make sense of the frames of reference that characterise an organisation. Jönsson (1987) provides a case study of the organising efforts of two employees in a Swedish local government board, which investigates sense making and accounting. He notes how, given the complexity surrounding the organisation’s situation, “actors try to establish islands of meaningfulness and to create links between such islands” (Jönsson, 1987, p. 290). He notes that accounting appears to serve as an ordering instrument in the organising process and that it can serve as a bridge in the establishment of a common interpretive scheme. 

Boland (1993) notes that accountants make interpretive readings of an organisational situation as a basis for writing reports, accounting reports in turn are read by managers and others as they try to make sense of organisational situations. He suggests that readers use accounting texts to give meaning to an organisation and its history, but they also use them to give meaning to their own selves and worlds (Boland, 1993, p. 140). Boland (1993, p. 126) draws on Giddens’ structuration theory, which he characterises as a hermeneutic theory, “in that it emphasises the actor’s continual effort at sense making at the instantiation of social structure”. 

Whilst these studies provide a powerful argument for researching the way in which accounting is part of organisational sense making, there has been little empirical work in the area. Moreover, there has been none specifically researching the way that accounting is used to help organisational participants make sense of strategic situations. The research reported in this paper thus makes a contribution to the accounting sense making literature by providing empirical evidence of this important relationship. The paper contributes to SMA by establishing that the way accounting information is used to make sense of strategic issues is at least as important as the specific techniques used. Further, the research establishes the approaches used by management accountants to undertake this sense making and the contextual conditions under which they are carried out.   

METHODOLOGY

Grounded Theory Methodology
Grounded theory was chosen amongst other possible interpretive approaches for several reasons. Parker and Roffey (1997 p. 218) stress that “rather than focusing exclusively on describing field members’ sense-making activities and interactions, grounded theory aims to incorporate the researchers’ understandings, and attempts to develop explanatory theoretical frameworks representing structures and processes observed”. Grounded theorists attempt to assume the responsibility of interpreting the data, instead of simply reporting it. Another argument for using grounded theory is its ability to generate theory and to ground that theory in data (Strauss and Corbin, 1998, p. 8). Furthermore, the methodology allows the actors’ own perceptions and meanings to emerge. Grounded theory practitioners argue that studies which begin with pre-defined operational variables developed from positivist hypotheses exclude the possibility of identifying either new ‘variables’ or categories of data, or a more meaningful analysis of the relationships and patterns between variables (Parker and Roffey, 1997, p. 227). This is arguably an important consideration when conducting research in an area such as SMA involving complex human interactions in organisational settings that are as yet unknown.  Furthermore, grounded theory is capable of capturing complex social phenomena, as it emphasises the need for developing many concepts and their linkages (Strauss, 1987, p. 7). 

Lye (1996) and LoBiondo-Wood & Haber (1994) suggest different scenarios to which grounded theory is particularly suited, which include research where there is comparatively little known about a phenomenon and reality is multi-faceted and where there is no prior theory to explain what has happened or existing theories fail to explain a particular set of circumstances. Both scenarios could be argued to apply to SMA to some extent. Kirk & Van Staden (2001) and Curran, Jarvis, Kitching & Lightfoot (1997) also argue for the use of grounded theory in accounting research in terms of ensuring that theoretical constructs that arise out of the research are based on the understanding and values that the economic actors attach to key concepts and themes that underlie accounting, economic and financial theory. Lye, Perera & Rahman (1997) also justify its use as a valuable research approach in attempting to understand the social construction of accounting. 

Parker and Roffey (1997) exhorted its use in accounting research and a body of such research is now emerging. Covaleski & Dirsmith (1986, 1988), applied it to produce grounded theories of budgeting; Czarniawska-Joerges (1988), examined changes in organizational control; Czarniawska-Joerges & Jacobsson (1989), traced the connections between budget processes in organisations and the cultural context in which the organisations exist. Lye (1996) used grounded theory to research the process of change with respect to the Crown Financial Statements for public sector accounting in New Zealand. Goddard and Abdul-Rahman (1998)  undertook an inquiry of accounting practices in religious organisations in Malaysia. Rahaman and Lawrence (2001) researched a negotiated order perspective on public sector accounting and financial control. Goddard (2004) developed a grounded theory of budgetary practices and accountability habitus in UK local government and of accounting and navigating legitimacy in Tanzanian NGOs (Goddard and Assad 2006). 

Two researchers have used grounded theory to investigate aspects of accounting and strategy. Slagmulder (1997) investigates the use of management control systems to achieve alignment between strategic investment decisions and strategy. She proposes a grounded theory, based on field studies in ten different research sites, but does not explore the phenomenon in an interpretive manner. Parker (2001, 2002) provides an interesting account informed by grounded theory of a field-based case study of planning and control in a not-for-profit Christian organisation in Australia.  However, to date there has been no grounded theory research which has focused specifically on SMA in organisations.  

The research reported in this paper addresses this lacuna. As outlined above, grounded theory research develops a theory from the data rather than developing a priori theory. However, most researchers agree that one cannot go into the ‘field’ without having any prior structure at all. Consequently the research commenced with research questions relating to how SMA was used in companies and how organisational actors perceived SMA. In accordance with the usual development of understanding obtained as grounded theory research progresses, the questions become more refined. In this case it quickly became apparent that the most important questions related to understanding SMA in practice were how management accountants used accounting information to make sense of strategic situations and how this interrelates with other organisational actors.   

Research methods

To answer these research questions a case study approach was adopted. The case company was a large multinational company based in Germany, which produces a widely diversified product portfolio of consumer and industrial chemicals. It had a turnover of close to 13 billion Euro and 60000 employees in 2000, which was distributed more or less equally across five main divisions. 

Access was granted to four divisions; two corporate divisions: Finance & Controlling, Research Technology and two product divisions. The research data was collected by in-depth interviews, complemented by elements of observation and the collection of documents to ensure some element of ‘triangulation’. Initial interviews were carried out in a fairly unstructured manner, allowing respondents to focus on the issues that were of particular concern for them. With progressive data analysis and development of concepts and categories, interview questions were narrowed down, in order to focus on specific aspects of the developing theory. Interviews were tape recorded whenever possible and the majority were transcribed.

The interview schedule included people from different locations and functions. Interviewing a breadth of people allows for different perspectives to emerge. It further contributes to validating the statements of different respondents, and to getting a richer picture of phenomena (Strauss and Corbin 1990). Altogether, 46 formal interviews with 30 different people were carried out and most interviews were of about one hour duration. Included in the interview schedule were management accountants and managers from different levels in the corporate division (Corporate Controlling, Corporate Development, Financial Accounting, and R & D Controlling) and inside the two product divisions. Furthermore, informal discussions were held on numerous occasions.
Observational evidence was also collected and a non-participant role was adopted. Informal observation was carried out when the researcher was present in the company and an office was provided by the company for the research. Formal observation, on the other hand was a more sensitive issue. The evolving relationship and increasing levels of trust between the organisational ‘gatekeepers’ and the researcher resulted in limited access to meetings being eventually granted. Management accounting meetings were observed at corporate level and in one division. Documents also provided a rich source of information and a range of  internal and publicly available documents were collected, viewed and analysed. 

A number of strategies were employed to address issues of validity and reliability during the process of data analysis. Collecting and analyzing data concurrently enhances validity and reliability (Strauss and Corbin, 1998; Morse et al., 2002). In grounded theory methodology data collection, coding and analyses are systematically interwoven from the beginning of an inquiry to the conclusion (Glaser and Strauss, 1967). The emerging categories and theoretical explanations were constantly validated in subsequent interviews, observations and document analysis. The constant comparison method, one of the key features of grounded theory also contributed to rigorous research process. The method involves comparing as many events, incidents, and kinds of behaviours in the data as possible, to generate the categories and emerging theoretical explanations (Glaser, 2002). The concepts and theoretical explanations emerging from the data were also constantly compared, contrasted, refined and developed to generate the emergent substantive grounded theory (Glaser and Strauss, 1967). 

Multiple views about the phenomena observed in the data also contributed in enhancing the reliability and validity of the findings (Strauss and Corbin, 1998). All significant phenomena were taken as provisional until verified by further data collection and analysis up to the point of saturation (Glaser and Strauss, 1967). Strauss and Corbin’s (1990, 1998) coding procedures involve systematic fracturing and reassembling of the data. The fracturing and examination of the data reduced to some extent potential subjectivity and bias. The potential bias is therefore the label chosen to represent the observed phenomenon. Because the analysis moves iteratively from the raw data to the emergent categories, such bias is also minimized (Charmaz, 2000). Finally, the emergent substantive grounded theory was validated through comparison with the raw data, and by narrating the emergent story to the respondents (Strauss and Corbin, 1998). 

CASE STUDY 

The case company was founded in Germany some 125 years ago. Since then, it has grown from a small German firm to a global player, with the majority of its business conducted outside Germany. The shaded areas in Figure 1 indicate the interviewees’ organisational positions. Management accounting in Germany is usually referred to by the term ‘Controlling’ and management accountants are called ‘Controllers’.

The research sites included in the case study were located in four different parts of the company. The corporate functions were located directly under the Board and attached to the CEO (for Research and Development) and the CFO (for Corporate Development and Finance and Controlling). The corporate R&D Controlling function was responsible for the company-wide co-ordination of research and development, with a focus on the evaluation of strategic R&D projects and its tasks included the preparation of Controlling reports and analyses from a corporate point of view. The Corporate Development units were responsible for acquisition (M&A), divestment and new business projects, all of which aligned with the company’s strategic focus. The corporate development managers co-ordinated and managed the decision process for such projects.
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Figure 1: Organisation chart
Division A was involved in adhesives businesses, targeting consumers and industrial firms. It accounted for about 23 percent of the company’s sales with close to 3 billion Euro turnover. Division B focused on cosmetics and toiletries, targeting consumers directly. It accounted for about 16% of company sales.

The regular internal management accounting activities followed the financial accounting cycle, such as annual accounts and quarterly reports. The company was required to produce these accounts, based on German HGB
 and IAS. The company issued a guideline for uniform accounting and reporting, which was updated on a yearly basis and set rules for the monthly reporting, the annual planning or budgeting and the establishment of expected value statements. 

The strategic planning cycle attempted to define a whole set of information for five years into the future. It included general information related to the company and its markets, and also a formalised sheet, Objectives, Goals, Strategies and Measurements, (OGSM). This included quantitative and qualitative information, some of which served to link the strategic planning to the annual planning. Furthermore, a separate financial strategy was defined every few years. The strategic planning process was less formalised than the annual budgeting process. Whereas the strategic planning set overall budgets for the diverse accounting figures, it did not involve decisions on individual sums of money to be spent. There were three main resource budgets for investment in capital, investment in research and development, and a budget for acquisitions. There were clearly established rules for all three budgets based on DCF analysis. 

The designation of practices as SMA, as distinct from MA, was not clear inside the company. Many respondents had no clear view on what constituted SMA as opposed to MA, and while some shared notion of SMA appeared to exist, it only referred to the highly strategic aspects of MA. At the same time, there were MA techniques that were perceived as strategic in one division, but not another. Competitor accounting was an important part of the company’s management accounting and marketing techniques. Another important SMA technique that was extensively used in this company referred to strategic investment appraisal. This was based on DCF analysis using a risk adjusted WACC.  The value chain was not employed for strategic investment appraisals, but value chain analyses were carried out in some operative units for other purposes. Some costing techniques used in this company could be designated as strategic and were based on cost drivers in an activity based costing (ABC) manner. 

The company had investigated the potential use of the balanced scorecard, but decided against it. Their OGSM system was similar to the balanced scorecard in that it aggregated financial and non-financial information on one main sheet analysed across different corporate and business levels. However, it was not used for regular reporting exercises, but focused on the future. 

Management accountants, or Controllers, had prominent positions in the organisational structure of the company. Controlling played an important role and management accountants did not limit their involvement to the identification of problems, but also worked on counter-measures and solutions. Most management accountants were involved in the everyday activities of other managers. They were referred to as the ‘sparring partner’ or the ‘right hand’ of management, which suggested a close relationship. Furthermore, the Controller's judgement on particular business cases was perceived as a ‘seal of approval’ necessary for decisions to be taken. Decision-making was an interactive and interdisciplinary process, involving people from different functions. 

Various images of managers existed, related to different organisational groups. Whereas marketing managers were seen as rather intuitive people, management accountants were perceived as scientists, who were able to manage and massage numbers in order to assess the situation, and communicate this assessment to the people involved. They were the specialists in the financial field and were trusted by the managers. Even though facing uncertainty, they managed to convey an image of rationality, putting future information down in scientific terms. This complemented the managers’ often rather ‘subjective’ assessment of non-accounting facts. 

GROUNDED THEORY

Data analysis

The data was analysed using the series of coding procedures suggested by Strauss and Corbin (1998) comprising open, axial and selective coding. Open coding produced a set of concepts that were found to play a role in the case organisation’s life. These were further integrated to produce a set of sub categories, without fully exploring the relationships between them. Axial coding concentrated on these relationships to produce a set of main categories. Appendix 1. provides a summary of the coding from this case study.

The final coding stage, selective coding, is the process of integrating and refining the grounded theory. Categories are unified around a core category which represents the central phenomenon of the study and is the main theme of the research. It is able to explain succinctly what the research is all about. Strauss and Corbin (1998) note that the core category may evolve from the list of existing categories. But they also believe that a researcher may decide that, even though each existing category tells part of the story, none appears to capture it completely. In that instance, a new, more abstract term is needed to subsume all other categories. Such was the case in this study.

The grounded theory is presented using Strauss and Corbin’s (1998) paradigm model  whose basic components are referred to as the core category, contextual conditions, interactional strategies and consequences. The model is constructed around what is considered the core category, i.e. the main theme of the research. Contextual conditions are a conceptual way of grouping answers to the questions why, where, how come, and when. These form the structure or set of circumstances in which phenomena are embedded. Interactional strategies are strategic or routine responses made by individuals or groups to issues, problems, happenings, or events that arise under those conditions. These are represented by the questions by whom and how. Further, there are consequences, which are outcomes of interactional strategies. These are represented by questions as to what happens as a result of actions/interactions or the failure to take actions/interactions. The paradigm model developed from this case study is illustrated in figure 2.
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Figure 2: The paradigm model of sense making in a strategic context

The core phenomenon - sense making 

The core phenomenon underlying strategic management accounting processes in the present study has been labelled sense making. Sense making refers to those mental activities management accountants resorted to in a strategic context when attempting to understand the situation they and the company faced. However, as befits the core phenomenon sense making in a strategic context is complex, as expressed in the following quote:
‘So you see, from a very small section of Controlling to strategic Controlling… It is the same way of thinking, that’s the bridge between the two. But of course it [SMA] is completely different as far as complexity is concerned.’

 Divisional Controller

At its core sense making refers to the need of participants to increase their understanding of strategic situations and enhance organisational transparency.  The search for transparency and understanding extended across two dimensions, which have been labelled ‘understanding cause-effect relationships and linkages’ and ‘grasping the wholeness of situations’.

The organisational search for transparency and understanding was a result of the inherent complexity of both external and internal contexts of strategic situations. Facing this complexity participants strove for understanding in order to be able to assess the situation. Management accounting was the main organisational function for creating transparency and understanding strategic situations. Management accountants were in search of understanding and mapping of the complex cause-effect relationships that underpinned organisational action. The impact of organisational actions on the performance and profitability of the company needed to be understood if these are to be maximised. The importance of such issues was highlighted by a project carried out by the corporate Controlling unit. The aim of this project was to assess whether a company-wide standardised key performance indicator system could be set up that provided information on key issues and their linkages to each other. 

‘Yes, the topic is very complex, it is definitely the case that there are connections between the different processes, and, yes, interdependencies, which cannot be ignored. That means, if one gets better in one process, maybe the next process will be negatively influenced, i.e. it is definitely difficult to develop a key performance indicator system in such a way that it takes all this into account.' 

 Corporate Controller

This quest for understanding cause-effect relationships and linkages needed to be addressed, while also grasping the ‘wholeness’ of the situation. However, often only parts of the whole were known. Respondents compared the company to a jigsaw puzzle, whose underlying parts may not be completely known, but the big picture was always sought. At the same time, the most important aspects of situations needed to be identified and focused upon.

‘…and that is what I mean by complexity: it is a picture, or it is many different pieces of a mosaic, which one has to try to somehow put together’

Corporate Controller

‘Our Controlling department is very similar to us. They have got lots of pieces of a jigsaw puzzle, which has to make one big pic​ture‘

Divisional Manager

In the specific strategic management accounting context, sense making was supported by those purposful actions management accountants resorted to in order to understand what was going on. Sense making happened on a constant and ad hoc basis. Constant sense making activities refers to those routine management accounting practices such as reporting and analysis of cost. In these ad hoc situations management accountants were asked to make sense of the particular event. For example, if the meaning of the potential acquisition of a competitor was to be assessed, management accountants needed to make sense of what this meant to the company, thereby drawing both on internal information (such as the above-mentioned reporting and cost information) and external information. The following two quotes refer to this specific decision context:

‘…what we also do on a regular basis is to… intensely examine potential acquisition candidates. Yes, we calculate everything, what if we buy company x… what is the impact on our equity, debt, how would the EPS go up or down, how would the sales look, what world market position would we then have, and all these consequences. We calculate all this for the board, so that they can actually assess if this acquisition corresponds to our strategic goals. I.e., we prepare the relevant numbers, the relevant facts, in order to provide the board with a basis on which to decide.’








Corporate Controller
‘…and the task of Controlling in this area is… in the context of the due diligence, i.e. when potential acquisition targets are closely inspected, to form an opinion on it, to analyse their data, to establish what their profitability means according to our definition. So to speak to translate their reporting in our own language… to determine on the basis of their past data what this business means to us…’








Divisional Controller

Most ad hoc sense making activities were triggered by somebody asking the management accountant to carry them out. In this context, it was possible to distinguish between two aspects of sense making. The first refers to the understanding of what the particular situation meant to the individual facing it. It involved assessing consequences of the task to the individual, as much as actually getting an understanding of what the task was trying to achieve, as expressed in the following quote.

‘So the questions asked by the board of directors are, how to explain this, and are often expressed in a relatively open way, so that we first have to think about what it is that they really want to know… Where we first have to consider or somehow try to understand the discussion that has been led [by the Board] before raising the question, in order to get a feeling for the purpose of the question, or for knowing what they exactly want to know.’

Corporate Controller



The second aspect of sense making focused on the situation the company as a whole, or relevant parts of it, were facing. This was not a straightforward matter, as the sense making task and the situation could be completely new and no guidelines might be available about how to go about it. The following quote gives an example of such a situation, while again stressing the importance of know-how and a certain feeling for the resolution of such a problem.

’…on the one hand, depending on the task, one is able to fall back upon old analyses… one approaches it [the task] with a certain overview and good sense, looking at what has been done in the past. This can be used as a clue. Now, let’s take the situation, which is the one you are asking about, where there are no clues about an approach, either from the past or from some colleagues …then we simply have to develop something sensible ourselves. For this we have to, well, yes, from my point of view, [have] a mixture of experience at (the company) and of experience in business life. On the other hand also simply approach things with common sense, what is sensible, what would one do, what can one do…’

Corporate Controller

To summarise, the core phenomenon discovered in the research which underpins the use of SMA in practice was sense making. In a strategic situation management accountants were called upon to assist the organisation to understand the situation and to make it more transparent. Management accountants presented information in such a form as to facilitate understanding of the cause-effect relationships and linkages and ensuring the organisation grasped the wholeness of the situations. 

At this point, in order to explore the generalisability of the core phenomenon it is useful to discuss it in relation to prior research. Strauss and Corbin (1998) suggest that this allows for extending, validating, and refining knowledge in the field and Eisenhardt (1989b) considers it to be essential for theory building. As discussed above, few publications have explicitly provided explanations of sense making in the context of accounting. Boland (1984) describes the perspective provided by sense making activities in his study as “view-of-the-whole-in-context” (p. 881), a concept that appears to have a close resemblance with the ‘wholeness’ category in the emergent theory. Although Boland and Pondy (1983) note that accounting is used to make sense of the frames of reference that characterise an organisation, the use of sense making in the emergent theory is broader, encompassing the understanding of organisational and external events by management accountants, who then provide the sense made to other organisational actors. Jönsson’s (1987) findings in general parallel those of this case study and particularly on the ‘wholeness’ issue and structuring activities. Similarly, Boland (1993) notes that accountants make interpretive readings of an organisational situation as a basis for writing reports which are in turn read by managers and others as they try to make sense of organisational situations. 

The core phenomenon and the grounded theory can be further developed by locating it within a deeper sociological, theoretical context. The two social theorists who come closest to the grounded theory are Giddens’ structuration theory and Bourdieu's theories. 

Roberts and Scapens (1985), informed by Giddens’ structuration theory, provide some interesting findings that show how accounting information not only reflects, but through different forms of use also shapes organisational reality (p. 455). They stress that accounting as a language provides organisational actors with a set of categories, in terms of which they can make sense of what has happened, anticipate the future, and plan and assess action (p. 448). Accounting is thus perceived as an important sense making tool, which is mirrored in the emergent theory. Roberts and Scapens (1985, p. 448) also argue that the practice of accounting involves notions of what should happen and that it is only on the basis of these notions that sense is made of what has happened. They further contend that the potential of accounting systems lies in the way they reduce information about a whole variety of situations to a common and hence comparable form (p. 451). This has been similarly stressed in the emergent theory and provides another argument for the importance of accounting for organisational sense making.

The core phenomenon also has considerable commonality with Bourdieu’s concept of habitus. Mahar (2000, p. 76) refers to habitus as “a set of dispositions, created and reformulated through the conjuncture of objective structures and personal history”. Bourdieu himself provides several definitions of the term and in ‘The Logic of Practice’ (1990a, p. 53) he defines habitus as “systems of durable, transposable dispositions, structured structures predisposed to function as structuring structures, that is, as principles which generate and organise practices and representations that can be objectively adapted to their outcomes without presupposing a conscious aiming at ends or an express mastery of the operations necessary in order to attain them”. Bourdieu (1990b, p. 131) notes that the habitus is at once a system of models for the production of practices and a system of models for the perception and appreciation of practices. He further contends that it is via the habitus that there is a world of common sense that seems self-evident (Bourdieu, 1990b, p. 132). This is so, because the habitus, which can be defined as the mental structures through which social actors comprehend the world, is the product of the internalisation of the social world (Bourdieu, 1990b, p. 130/132). The generation of practice is thereby not derived from a code, but from a feeling of appropriateness (Acciaioli, 2000, p. 100). Schatzki (2000, p. 303) refers to ‘practical intelligibility’ as being what it makes sense for someone to do. Bourdieu’s work has obvious commonalities with the core phenomenon of sense making.

The importance of sense making in the broader theoretical frameworks of Giddens and Bourdieu further substantiates the grounded theory reported here. The commonalities are further discussed below in relation to other elements of the grounded theory in order to both locate the grounded theory in a prior theoretical context and also to provide additional empirical depth to the prior theories as applied to management accounting in organisations. 
Interactional strategies for sense making

Interactional strategies actively contributed to sense making, thereby further refining the concept. They explained the detailed 'how' of sense making activities. The strategies discovered in this research were ‘structuring and harmonising’, ‘bridging and contextualising’, and ‘compromising and balancing’. 

Structuring and harmonising

Structuring and harmonising contributed directly and indirectly to sense making efforts by allowing information to become more coherent and understandable. This was particularly important in the strategic context to reduce the inherent complexity. 

’Structuring…is for me the most important thing. But, as indicated, this also depends on the personal way of working. I’m a rather analytical type. And this is why I tend to decomplex things, i.e. capture things of big complexity in their wholeness, and then try to structure them and get them smaller. And then put them together again at the end, when I know the pieces.’

Corporate Controller

‘ The higher the complexity, the bigger the need to structure.’

Corporate Controller

Management accountants also used structuring and harmonising strategies when faced with information that was not comparable and could thus not be easily analysed. This was the case when information came from sources that were external to the company or when internal information was not compiled in exactly the way the rules would prescribe. In order for information to be comparable, it had to be organised in the same systematic way. The internal context was thus an important trigger for structuring and harmonising activities.

’Well, one of our tasks is the harmonisation of information…, so that the board of directors can receive the information in a standardised and understandable way. This is one of our tasks. So we collect the information from the divisions, analyse them, question them…’

Corporate Controller

Management accounting practices were particularly suitable to structuring and harmonising activities. Accounting provided structure to organisational life by organising activities in relatively clearly defined ways, such as cost centres and  accounting statements. At the same time, accounting information was usually harmonised to a certain degree by drawing on accounting rules. It thus posed less difficulty than qualitative information. 

Structuring and harmonising contributed directly to the organisational sense making activities by assisting the core search for transparency and understanding. They were useful for the primary sense making activities and also for the communication of sense, as discussed below. However, another set of sense making strategies was the ultimate ‘provider’ of sense, namely bridging and contextualising.

Bridging and contextualising

Bridging and contextualising strategies comprised the bridging of information across time and the contextualising of information across space. They represented perhaps the most powerful management accounting contribution to sense making. Sense of a phenomenon was potentially made by comparing or referring it to some similar phenomena. Comparisons were made within the company and relative to other companies such as competitors, and also across time relating the past with the future. The aim was to anchor the phenomenon in its spatial and time-related contexts. Contextualising was carried out in a conscious and unconscious way when comparing an information set with similar information sets such as in benchmarking exercises. The importance of this is stressed in the following quote:

‘That’s why, in our company, the operating Controllers report to me. Because they should be independent from the business units. But they have their offices in the business units in order to be able to know what is happening in marketing departments and in the business units generally. Because, a very bad number or very bad results can be a disaster, or can be exceptionally good. Because, if the market goes down [a lot] and our own figures only go down a bit, then we can have a fantastic result in this particular context, even if we are making a loss. But if you have bad figures in a growing, fantastic environment, then that’s a disaster.’










Manager

Bridging was similarly employed when relating actual information to past or projected information, such as in management reporting sheets. 

'What you see here are the year to date and monthly figures. Here the previous year, here the actual year, then the plan, so that I’ve got the bridge here. I always have to present this information in our divisional management meeting. So you can see every month, how far away from it I still am [the plan] and in a short calculation I can show how things look.'

Divisional Controller

Contexts in which bridging and contextualising strategies were employed were characterised by a lack of understanding of what a single number meant. Regular bridging and contextualising efforts had been set up in order to prevent this situation. When the future was to be projected, it could only be done in relation to the past and the present. A prerequisite for this to happen was the availability of comparable information. In a strategic context, both contextualising and bridging were perceived as very important. When there was a lack of future-related information, these strategies could help understanding, for example what a future acquisition might mean to the company.

'Well, yes, it is the centrepiece of the actual calculation to ideally see that the data that are included are close to the truth. The truth cannot be known in advance, it is a future-related picture, but via plausibility checks, projections from past data, parallel developments, the market context, the competitors’ behaviour, we can derive a whole series of criteria, with the help of which we can test the substance or the quality of the projection, and that’s what I’m trying to do.'

Corporate Controller

Bridging and contextualising efforts were to a large extent, taken for granted and not necessarily reflected upon. However, they were a very important sense making tool. 

To conclude, there appeared to be no sense making without contextualising and bridging activities. These provided the core sense making tool in strategic situations. In a strategic context, management accountants sought to capture situations in their ‘wholeness’. Contextualising was thus of prime importance. Furthermore, some aspects of the situation may well have occurred already in the past, and the sense maker actively sought to relate the current situation to a past situation (bridging). At the same time, there were limits to these activities related to the availability of information. These limits are the topic of the last strategy to be discussed, compromising and balancing.

Compromising and balancing

Compromising and balancing were auxiliary strategies to sense making activities. They did not directly contribute to sense making, but were a part of the underlying process. Compromising referred to the making of compromises or adapting to unavoidable circumstances in the best possible way. It was indicated by respondents when they stated that they were ‘doing their best’. Balancing related to the weighing of different issues at stake. It was similar to compromising, but was prompted by a slightly different context. 

Compromising was used strategically where there were issues related to the availability of the right information, monetary resources and other limiting factors such as time. The consequence of compromising was that a certain balance was reached, which could keep the ‘compromiser’ and other involved organisational actors content. This balance was not clearly defined but felt via what may be referred to as ‘a feel for the game’. 

’...and compromising means to say, well, o.k. I’m accepting that we do not have enough money to maintain the market share… Compromising is the acceptance of facts the way they are. And that is an ability… One of my chiefs once said: it doesn’t make any sense to hope to roar like a lion, if you were born a rabbit. That’s compromising… So, compromising means, accept that you are born a rabbit and not a lion.’

Manager

Contexts where balancing could be observed were mainly related to the selection of information, when for example too much information was available and a choice had to be made on which information to select. It furthermore stressed the importance of focusing on the most relevant aspects of a problem, while not neglecting the overall big picture.

Compromising and balancing involved considerable judgement on the part of respondents and this appeared to be particularly true in a strategic context characterised by complexity and a lack of relevant and reliable information. When assessing a strategic situation, management accountants drew on inevitably limited information sets and had to find a compromise or balance that allowed them to make sense of the situation in this setting, as expressed in the following quotes:

‘While we only have as much information as is delivered by our competitors in their published reports. Accordingly it gets very, very difficult to draw comprehensible comparisons, to benchmark. We do look for a reasonable relation of cost to benefit. There is no point to get two people to do benchmarks and competitor analyses for weeks, if we cannot compare apples to apples. So, we’d rather try to use approximations via common sense with the key figures.’

 







Divisional Controller

‘Not all factors that are relevant for the decision can be expressed in numbers and processed in the investment calculation. There are political, strategic aspects that have a complementary significance for the decision. And so we summarise these in a so-called arguments profile or arguments balance. And a decision in the end consists of two components: the yield calculation, linked with payback measures, and these cumulated soft factors.’

Corporate Controller

Compromising and balancing also resulted in the acceptance of imprecision of data as indicated by the following two quotes: 
‘…of course we try to be as precise as possible… But there are certain areas, where we have to be happy with knowing tendencies, or plausibilities, because one simply cannot be more precise.’ 

Corporate Controller

‘Well, I believe that it [estimated competitor information] will never be accurate, and therefore there is a reserve. On the other hand, figures in this kind of estimation have to give you a certain direction, and help you to steer you in a certain direction. So at the end of the day, I don’t care if they are not absolutely accurate, as long as I can trust the direction that they give.’

Divisional Manager

Compromising and balancing activities drew heavily on the management accountants’ professional know-how and also on their ‘feel for the game’. Respondents stressed the importance of staying within certain limits of compromises. A feel for the game and professional know-how determined the location of these limits in ever changing situations. These were part of the contextual conditions of sense making, which are outlined below.

The question as to how sense making is achieved has been examined in the extant literature, some of whose findings show parallels to the sub-processes discussed in the emergent theory; ‘structuring and harmonising’, ‘bridging and contextualising’, and ‘compromising and balancing’. Eisenhardt (1989a) suggests that fast decision-makers use structures to create an understanding of their surroundings. Gioia and Thomas (1996, p. 370) suggest,

 “that under conditions of change, top management team members’ perceptions of identity and image, especially desired future image, are key to the sense making process and serve as important links between the organisation’s internal context and the team members’ issue interpretations”. 

Concepts similar to ‘bridging and contextualising’ have been noted in the literature. Brown and Eisenhardt (1997, p.29), in their article on relentlessly shifting organisations note that one of the characteristics of organisations that can continuously change is what they term “links in time”, these being “the explicit organisational practices that address past, present, and future time horizons and the transitions between them”. Isabella (1990, p. 14), in a grounded theory study of a company involved in change, suggests that interpretations of key events evolve through a series of stages that bear a close resemblance to ‘contextualising’. Little reference to ‘compromising and balancing’ has been made in the sense making literature. One exception is Brown and Eisenhardt (1997), who refer to improvisation as an organising strategy of “making it up as you go along”. Brown and Duguid (1991) mention the gap between espoused work practices as they are described in manuals and job descriptions, and actual practices. This mirrors closely the compromising activities found in the case study. 

Macintosh and Scapens (1990, p. 460), drawing upon Gidden's structuration theory, note that human beings draw upon interpretive schemes in their daily interactions, which are the cognitive means by which they make sense of what others say and do, and which also serve the communication of meaning and understanding. They refer to management accounting systems as such interpretive schemes, as management accounting provides managers with a means of understanding the activities of their organisation and allows them to communicate meaningfully about them (p. 460). Organisational actors are referred to as making sense of actions and events by drawing upon meanings embedded in management accounting concepts and theories (p. 457). Macintosh and Scapens (1990, p. 462) note that management accounting provides for the binding of social interactions in organisations across time and space. These various conceptualisations of management accounting appear to confirm some of the findings that were outlined with respect to the emergent theory. The binding of interactions across time and space, as provided by accounting practices is necessary for the ‘bridging and contextualising’ strategies discussed in relation to sense making to be carried out. 

It can be seen that the prior empirical literature has mirrored elements of the grounded theory but none are as complete or comprehensive. The grounded theory brings the prior concepts together in an empirical context and extends our understanding of their relevance to accounting. It further enhances the prior theories by identifying the mechanisms by which management accounting assists sense making; ‘structuring and harmonising’, ‘bridging and contextualising’, and ‘compromising and balancing’.
Contextual conditions of sense making

Contextual conditions formed the backdrop of actions and interactions, and also to a certain extent caused a phenomenon to take place. For ease of understanding, a distinction is made between causal and intervening conditions. Both types are now addressed in turn. 

Causal conditions  - the external and internal context

Causal conditions can be defined as those contextual elements that somehow lead to the occurrence of the core category. The external context was characterised by the general external environment, competitive and customer pressures and external stakeholder expectations. The importance of stakeholder expectations is expressed in the following quote:

‘…which consequences does it [the acquisition] have on our key figures. We have communicated key figures to the financial community. And does that fit, then? What is happening? Also with respect to the family or the shareholders generally, we also have to tell them somehow, it’s worth it, because, yes, our EBIT goes up or our EVA® goes up or whatever.’









Corporate Controller

These aspects were interrelated to form an external field of pressures that had an important impact on the company. While some of those pressures were perceived as positive or opportunities, others were perceived as negative, or threats and uncertainties. For instance, the development of IT and new research findings could be perceived as an opportunity whereas a development related to competitors could mean a threat to the company. The external context was closely monitored by the company and had a major impact on strategic decision making processes and thus also on strategic management accounting.

External pressures merged with the internal context to form a contextual field that underpinned all strategic decisions. Organisational visions, strategies and goals, and decision criteria merged to form a web of objectives to be attained. At the same time, restrictions in terms of limited availability of monetary resources needed to be taken into consideration. Organisational structures and rules and the diversity of people and cultural traits similarly contributed to a complex internal context. In addition organisational processes were characterised by many interrelationships and linkages which were not always clear. Individuals in the company thus faced enormous complexity in a strategic decision context which restricted the scope of action. The organisational search for transparency and understanding of such complexity was addressed by sense making.

Intervening conditions

Intervening conditions can be defined as those contextual elements that facilitate or constrain the interactional strategies taken. Three differing types were found to play a role in sense making activities, labelled ‘sets of information’, ‘professional know-how’, and ‘a feel for the game’.

'Sets of information' refer to any information that reached a sense maker inside the company. The external and internal contexts consisted of numerous information sets that could change the company's information base at all times. Information was a straightforward input to sense making, even though the actions targeting the transformation of information into something more valuable, sense, were not straightforward. 

’Information is the key, yes. And it will be an even more important key in the future.’

Divisional manager

Another input into sense making was the management accountant’s ‘professional know-how’. The most important aspect of professional know-how in a strategic context was its extension across both management accounting and other disciplines. While the expert know-how related to accounting techniques and rules that were needed for structuring/harmonising and bridging/contextualising strategies, interdisciplinary know-how complemented this for an overall understanding of what was going on. If management accountants were to make sense of situations they needed to have at least a basic understanding of what could be considered other disciplinary fields, such as marketing and production. Furthermore, they needed to be able to communicate with people from other disciplines and thus had to understand what they were talking about. 

’Well, it is complex indeed, as I, in my job, have to show an interest in politics, in economics… and have to be a respectable management expert, who doesn’t only refer to the calculation of production costs, but to the whole bridge of our calculation, accounting and invoicing methods.’

Divisional Controller

‘Here, I don’t know how it is in other divisions, but at least here, the Controllers are different to how Controllers usually are, they thus do not carry out financial Controlling, Controlling, Controlling. Our Controllers have a relatively broad experience and training… You always need acceptance for Controlling. The Controller cannot be a number juggler who doesn’t know anything about the customers, the market and the competition, no, they have to be the ones who know these best.’









Divisional Controller
Management accountants also needed to have a ‘feel for the game’. A ‘feel for the game’ was the least straightforward intervening condition to sense making activities. It refers to the internalised feeling for ‘how to do things’. Respondents often intuitively knew how to analyse situations. This subtle knowledge was based partly on past experience but also knowledge about people and shared cultural traits. It also partly refered to rules of the game concerning how to behave generally in order to be successful. 

’Well, the ‘chemistry’ does play a role, by and large, that’s the political element, you can never disregard this. You don’t have to think that everything is always only rational… and therefore you have to make sure to hit the right tone while communicating with other people… If you don’t follow these rules of the game, then you could land a flop even with a good proposal…’ 
Corporate Controller

A management accountant facing a task in a strategic context had to have a feeling for people in terms of hierarchies and personality, but also needed to know how to achieve an understanding that could be shared by other organisational actors involved. 

’…well just because you have a group of human beings, there is a development of a whole dynamic. Expressions, synergies, what does this mean here, I mean, a certain meaning. There are definitions that have received a particular character here, and these are the kind of things you need to know. If you don’t [know] these rules of the game, on the one hand related to language and manners, but also related to contents… That’s the way it is, yes, you need to know who decides what, the different hierarchical steps and decision structures need to be known in order to reach something. If you want to carry out a project, then you need to contact the right people, so also these very simple rules of the game related to hierarchies and responsibility structures need to be followed accordingly.’

Corporate Controller

The management accountant learnt the ‘feel for the game’ through a lengthy socialisation process. A ‘feel for the game’ was an essential input in a strategic context in that it contributed to an understanding of the situation at hand, and also provided some subtle guidelines about how to behave, e.g. when facing uncertainty and dealing with this high-pressure environment. 
’… Somehow, there is often some kind of gut feeling involved, one has to often also judge things on the basis of feeling…. [E.g.] One may not be able to tell exactly why [something is wrong], but one has a certain feeling and acts according to it.’

Corporate Controller

A ‘feel for the game’ was also used when management accountants had to make sense of new tasks. 

’…whenever there is something new coming up, say a new project or a new question or a request for an analysis, then we usually have a meeting, we look at the question again in detail, think through the problem, i.e. we develop a feeling for where to go. Which direction does this question aim for, what do we want to say, what do we want to show and how do we go about it. So, we kind of [carry out] a mini-brainstorming before starting, where we fix the aim and the method of the analysis.’

Corporate Controller

The use of the term ‘a feel for the game’ was certainly inspired by Bourdieu’s writings even though it was an in vivo code developed from the primary data rather than prior theory. Bourdieu uses the analogy of games to provide an understanding of habitus. Mahar et al. (1990, p. 7) note that “entering the game implies a conscious or unconscious acceptance of the explicit and/or implicit rules of the game on the part of the players. These players must also possess a ‘feel’ for the game, which implies a practical mastery of the logic of the game – what Giddens calls ‘practical consciousness’”. This ‘feel for the game’ is what allows habitus to generate an infinity of strategies, which are adapted to an endless number of possible situations (Mahar, 1990, p. 44).  According to Jenkins (1992, p. 70), Bourdieu uses the concept of practice as something that is not wholly consciously organised and orchestrated, as indicated by his notions of practical sense or practical logic. It is here that ‘a feel for the game’ is a central metaphor. Again, this mirrors the grounded theory which noted the close intererelationship between habitus (sense making), 'feel for the game' and practice (SMA pratices).  

As outlined above the purpose of discussing the grounded theory in relation to prior theoretical concepts was not only to further substantiate the grounded theory and locate it within a broader theoretical context but also to add empirical depth to the prior theories as applied to accounting. This has been achieved by establishing that not only is sense making core to understanding SMA in organisations but identifying the mechanisms by which it is established and the conditions under which all the grounded theory phenomena exist. This draws together concepts from both Giddens and Bourdieu in a more comprehensive theoretical framework.  
Consequences of sense making

Consequences refer to the outcomes of sense making activities and their underlying strategies. For the present study, two sets of consequences could be distinguished. These related to the consequences for making organisational strategy and the consequences for management accountants. 

Consequences for making strategy were sense communication and ultimately strategic decision making by other groups. Sense communication refers to those actions that followed the sense making activities in order to share the sense being made. Working in groups were one method of understanding complex situations, drawing on the group members’ diverse know-how bases. Sense communication to decision makers was the ultimate aim of management accounting sense making activities. It was an anticipated consequence and underpinned sense making activities. Knowledge about the target of sense communication was essential for the successful completion of the task. The sense communicated had to be understandable to the audience. It had, furthermore, to be adapted to that audience.

The consequences for management accountants principally refer to organisational requirements of the management accountants in terms of their skills profile and learning and socialisation processes. There were two discernible aspects of management accounting skills or abilities. The first related to techniques, knowledge and know-how (cf. 'professional know-how’) and the second related to people (cf. 'a feel for the game'). 

Respondents in the company stressed the difficulty of being a management accountant in this context. A management accountant needed not only to know everything about management and financial accounting, but also to have good interdisciplinary knowledge in order to be able to understand the external and internal contexts. Management accountants thus needed to be capable of interdisciplinary thinking and communication and also needed to be able to understand the complex linkages and interrelationships inside the company. Consequently, there was a need for an increased learning and socialisation process that involved exposing new management accountants to a diverse set of situations, thereby allowing them to increase their technical as well as soft skills. There was thus a process of 'becoming' a strategic management accountant. 

Learning refers to expanding professional know-how to other functional fields such as marketing and production was related to technical learning and was relatively easy to acquire. This did not apply to the same extent to the socialisation process. This could only be achieved by experiencing social processes or through stories told by other people. In interviews, most respondents relied on stories to relate their accounting experiences. The Corporate Controlling department had developed a system, called the ‘junior-senior principle’, where junior Controllers were allocated to a senior Controller for some kind of mentoring activities involving the sharing of knowledge about important but subtle things, such as networking issues. 

The paradigm model of sense making in a strategic context

To summarise the paradigm model, management accountants carried out sense making activities in a strategic context via three related sub-processes, labelled structuring and harmonising, bridging and contextualising, and compromising and balancing. Management accounting underpinned the Controllers’ sense making activities, allowing sense making to happen. And even though sense making was carried out in diverse ways in the company, management accountants performed it in the very specific way. Sense making was subject to contextual conditioners. These included the internal and external contexts and sense making activities were carried out as a response to this context, which translated into an organisational search for transparency and understanding. Other conditions intervened in sense making activities referred to as information sets, professional know-how and a feel for the game. These intervening conditions were an important input to sense making activities, but they also became transformed through those activities. As a consequence, sense was made and communicated to other (accounting and non-accounting) audiences, who then in turn carry out sense making activities before taking various decisions. Another consequence of sense making in this strategic context was the management accountants’ skills profile which was developed inside the company through various learning and socialisation processes. 

SUMMARY AND CONCLUSION
The research reported in this paper addresses the lacuna of empirical, grounded theory research in SMA. The paper contributes to SMA by establishing that the way accounting information is used to make sense of strategic issues is at least important as the specific techniques used. More specifically, by using a grounded approach, it quickly became apparent that the most important aspects related to understanding SMA in practice were how management accountants used accounting information to make sense of strategic situations and how this interrelates with other organisational actors.  Further, the research established the specific approaches used by management accountants to undertake this sense making and the contextual conditions under which they are carried out.

Consequently, the principal research findings relate to the core phenomenon of sense making. Sense making is a basic social process that revolves around organisational actors’ attempts to understand situations that may have occurred in the past, that might be occurring in the present, and that may also be anticipated for the future. The research focuses on the sense making activities of management accountants in a strategic context. Management accountants consciously and unconsciously undertake ‘sense making’ activities to understand strategic situations and construct meanings for themselves which also influence other organisational participants’ sense making. Sense making was found to be carried out through the strategies of structuring and harmonising; bridging and contextualising and compromising and balancing. Sense making strategies were located in a particular context and two types of contextual conditions were found, identified as causal and intervening conditions.  The ‘external and internal contexts’ were found to be the main causal conditions. The intervening conditions that have an impact on the sense making activities were ‘sets of information’, ‘professional know-how’ and ‘a feel for the game’. Two sets of consequences of sense making were discovered; consequences for making strategy and consequences for management accountants.

The paper thus contributes to accounting knowledge by providing a rich insight into strategic management accounting in an organisational setting. It has been demonstrated that organisational actors even inside one company perceived the meaning of the term ‘strategic’ differently, thus contributing to confusion about what SMA might mean. The meaning of ‘strategic’ and ‘strategic management accounting’ has been found to be very much dependent on the actual organisational context. Normative SMA literature often draws an idealistic picture of how SMA ought to be performed, thereby not fully taking real organisational settings into account. This research contributes to a fuller understanding of SMA in a specific organisational context, while including its complexities. The case respondents appeared to stress the importance of thinking through analyses, even if the results may be incomplete and fraught with uncertainties. Complexity was one of the issues often named by respondents in relation to the internal and external contexts. Management accounting in a strategic context in a modern multinational company is a highly complex activity. 

A better understanding of SMA in practice can assist with the future design of SMA systems. It would seem unlikely that the adoption of any one SMA technique will meet the requirements of all contexts. Attention should be paid to the ability of a set of techniques and information to enable sense making to take place in the organisation. Of particular importance is the contribution it makes to organisational, strategic transparency and participants' understanding of the wholeness of the strategic situation. Attention also should be paid to the system's contribution to the interactional strategies of structuring and harmonising, bridging and contextualising and compromising and balancing. These strategies would suggest a flexible approach to SMA system design incorporating a range of techniques and information. This would enable participants to make their own sense rather than a preimposed sense of specific techniques.  Similar approaches have been advocated in the past by researchers such as Mitroff and Mason's (1981) dialectical decision making techniques, Hopper and Powell's (1985) interpretive accounting information system design and Goddard and Powell's (1994) naturalistic approach. 

The research also highlights the importance of the management accountants’ extensive professional skills. It is not enough to ‘simply’ know accounting or management accounting techniques, but there is a need for a much broader know-how. It was noted that some of the skills that management accountants needed to possess in this strategic context could only be developed through organisational learning and socialisation on the job. This raises important issues for the education of management accountants, as it can be argued that non-accounting disciplines should be part of any management accountants’ qualifications. Accounting is not a ‘reality’ in itself, but part of broader organisational realities for whose understanding some non-accounting knowledge is needed. This concurs with the view of professional accounting bodies, that accounting work is becoming increasingly multidisciplinary and that both generalist and specialist knowledge is needed (Parker, 2001a). 

This paper proposes a substantive grounded theory of strategic management accounting and sense making in a German multinational company. As the label ‘substantive’ indicates, it is a theory that is based on a specific research setting that has, however, some level of generality. Further related investigations could in the long-term lead to the development of a ‘formal’ theory with higher generality. In this context, it might be useful to utilise the arguments of Laughlin (1995) for ‘middle-range’ thinking. Inter alia, middle-range thinking suggests that skeletal theories of phenomena are possible, but that these require empirical detail to be complete in particular contexts. It could be argued that the grounded theory takes a first small step towards such a skeletal theory, whose understanding in its particular context is enhanced by the empirical detail. 

Future research can further develop this modest theory. For instance, research could investigate management accounting and sense making in different contexts, such as different organisational settings and forms, different countries and non-strategic contexts.  Extensions of the theory could also be undertaken, investigating links between management accountants’ and managers’ sense making activities particularly by extending the theory to incorporate non-accounting recipients. There have been other calls for researching management accounting in relation to broader management support (Jönsson, 1998) and for integrating the fields of management accounting and marketing (e.g. Roslender and Hart, 2002; Foster and Gupta, 1994). Foster and Gupta (1994, p. 72) argue that researching at the interface of management accounting and marketing would be challenging and the findings of this current study suggest that  researching  management accounting in such an interdisciplinary context would provide valuable insights. 
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 SEQ CHAPTER \h \r 1Appendix 1.

Final Coding Analysis - open and axial codes

	BRIEF DESCRIPTIONS OF CATEGORIES
	Open codes
	Axial codes 

	
	
	

	This category refers to that part of the external environment, which also affects other companies; included are global forces (e.g. globalisation, the development of IT) and regional forces (e.g. the Eurozone). 
	The general external environment
	

	This category reflects the specific pressures that are felt in relation to competitors and customers, two groups that are closely monitored. 
	Competitive and customer pressures
	The external context

	Included are the general public and shareholding and financial communities, whose expected behaviour is included in major strategic decisions. 
	External stakeholder expectations
	

	
	
	

	Visions, strategies and goals provide a focus of what the company wants to be and where it wants to go in the future. These are defined at several levels from visions to goals and provide a common sense of direction to organizational members. 
	Organisational visions, strategies and goals
	

	Decision criteria reflect strategic priorities. There is complementarity between quantitative and qualitative criteria.
	Decision criteria
	

	Availability of monetary resources is limited, thus leading to considerable internal competition for funds. 
	Monetary resources
	

	Organisational structures mainly refer to corporate hierarchies and notably to the aspects of centralisation (strategic responsibility in the centre) and power (clearly defined hierarchy of decision makers).
	Organisational structures and hierarchies
	

	This category refers to levels of complexity (perceived as high and increasing) and to internal diversity (different product groups, locations, functions etc.). 
	Complexity and diversity
	The internal context

	Internal accounting rules are usually written and have a high level of definition and generality across the company, thus leading to harmonisation and standardisation of accounting information. Added to this are external rules. 
	Accounting rules
	

	This category refers to cultural traits that are quoted as necessary for interpersonal communication and co-operation, including elements such as: trust; consent, acceptance and common understanding; a common language. 
	Interaction facilitating cultural traits
	

	This category refers to the way people appear to be in the company and stresses their importance for organisational life. Features include a concern with the future, an achievement orientation and the issue of different personalities. 
	People
	

	This category refers to a rather subtle understanding that is shared by organizational actors, at least in subgroups, about how to behave generally in order to be successful. As opposed to accounting rules, these elements are neither written, nor do they have a high level of definition.
	Rules of the game
	

	
	
	

	Cf. above. These traits are partly defined, but also undefined and open to interpretations. 
	Interaction facilitating cultural traits
	

	Cf. above; there are general features people in the company appear to possess and which therefore impact on any process, including management accounting.
	People
	A feel for the game

	The existence of a certain degree of subjectivity in the organisational context was acknowledged by respondents; often referred to as ‘gut feeling’; mainly with reference to the assessment of the future.
	Subjectivity
	

	
	
	

	Information collection involves the purposeful gathering of information from different sources (internal, external). It can be distinguished between regular or constant and ad hoc activities.
	Information collection
	Information sets

	Defined as items of knowledge, news; properties include the availability and the quality of information, sources of information, types of information and the cost and benefit of information. 
	Information
	

	
	
	

	Knowledge and experience as something personal that can be shared and is existent or might be acquired for a specific purpose. Interdisciplinary knowledge and experience is required for strategic purposes, or, alternatively, projects are carried out in interdisciplinary groups. 
	Knowledge and experience
	Professional know-how

	Cf. above. Focus on the understanding and application of the rules.
	Accounting rules
	

	
	
	

	The transformation of information includes processes related to the quantification, the translation, the standardization and the structuring of information.
	The transformation of information
	Structuring and harmonising

	
	
	

	The analysis of information involves assessing what the information means to the company or to the information receiver. Information must be understood in the context of the company. In order to understand what is going on, information is often analysed with reference to some other information, i.e. by comparing and relating it to other instances, across space and time.
	The analysis of information
	

	Many information activities focus on the assessment of the past. What has happened in the past is perceived as a good source of learning for the present and the future. Includes performance measurement and organisational learning.
	Assessment of the past
	Bridging and contextualising

	Projections of the future are key to the evaluation of the long-term development of the firm generally, but also for the assessment of strategic projects. Includes attempts to reduce the inherent uncertainty by reliance on information substitutes, e.g. projections of past data and the analysis of parallel developments. 
	Projections of the future
	

	
	
	

	This category represents the fact that there might at times be a wide gap between the way the world ideally ought to be, and the way it is, when it comes to different conditions, such as the availability of organisational resources, information and knowledge and experience.
	Awareness of reality
	Compromising and balancing

	This category refers to the choosing or filtering of information on the way into the system (labelled selection and collection) and the summarising, aggregating and reducing of information on the way out (labelled selection for distribution).
	The selection of information
	

	
	
	

	The distribution of information involves the dissemination of information in a purposeful way. Knowing the target or audience is essential for this activity; important aspects relate to the powerful decision making elite and the role of persuasion.
	Information distribution
	Communicating results
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