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ABSTRACT

This paper examines the simultaneous presence of both stability and change 
in management accounting practices by exploring the use of a traditional 

technique, namely standard costing, in an organisation. The study is framed by 
literature concerning routines and rules, and the data were gathered by means 
of a case study. This paper contributes to the literature by providing empirical 
evidence of the interactions of management accounting routines and rules in 
a relatively traditional environment. The analysis reveals that change to sta-
ble routines can occur but, at the same time, these routines can become further 
embedded within an organisation.

INTRODUCTION

The methods remain the same. It’s just the operation of it that has changed.

The above comment was made by a management accountant at Engineering Ltd 
(detailed later) when asked about the standard costing system used by the com-
pany. This paper attempts to make sense of, in terms of routines and rules, how 
such simultaneous change and stability in the standard costing system may occur.

Standard costing has been in use as a control system since the late nineteenth 
century (Kranowski, 1977; Fleischman and Tyson, 1998) and it is often regarded as a 
‘traditional’ management accounting practice. It operates by establishing standard 
costs, which are estimates of what it should cost to produce an item under effi cient 
operating conditions. The resulting costs are used for cost accumulation purposes 

AFG.indb   25AFG.indb   25 16/05/2014   11:03:1816/05/2014   11:03:18



Quinn, Flood and Lynch

26

and are compared to actual costs at the end of a period to evaluate effi ciency. The 
need to be able to accurately determine inputs and related costs means that standard 
costing is best suited to repetitive business processes, typically in the manufactur-
ing sector (Johnson and Kaplan, 1987; Fry, Steele and Saladin, 1998). However, 
the relevance of standard costing to modern manufacturing has been questioned 
by many academics (e.g. Johnson and Kaplan, 1987; Bruggeman and Slagmulder, 
1995). It is argued that many characteristics of modern organisations (e.g. cost 
structure, just-in-time (JIT) manufacturing, fl exible processes) are incongruent with 
standard costing (Johnson and Kaplan, 1987; Monden and Sakurai, 1989; Sulaiman 
and Mitchell, 2005; Zoysa and Herath, 2007). Yet, despite the criticisms and a wide-
spread management accounting change debate in the literature, standard costing 
remains a popular management accounting practice with high levels of usage (e.g. 
Clarke, 1997; Fry et al., 1998; Guilding, Lamminmaki and Drury, 1998; Chartered 
Institute of Management Accountants, 2009). Fry et al. (1998) argue that the contin-
ued use of standard costing is due to the absence of superior systems, while Pierce 
and O’Dea (1998) contend that new techniques are simply being used to supple-
ment rather than replace traditional systems.

The continued use of standard costing as a practice is not the main focus of this 
research study; rather how it has (or has not) remained a relatively stable manage-
ment accounting practice in organisations is the issue of interest. Put another way, 
this study uses an empirical examination of standard costing to address the broader 
question of simultaneous change and stability in management accounting practices. 
Much has been written about how management accounting practices can become 
stable, or routinised, in an organisation (see for example, Burns and Scapens, 2000; 
Quinn, 2011; van der Steen, 2011). Indeed, routines by defi nition embody stability 
(Feldman and Pentland, 2003; Becker, 2004), but change is also possible. However, 
as noted by Pentland, Haerem and Hillison (2010), empirical research on routines 
is relatively scarce. Given both the seemingly stable nature of standard costing (as 
portrayed in text books) and the opening remark in this section which suggests it 
can change when used in an organisation, it is hoped that this study can provide 
empirically based interpretations of both change and stability.

The remainder of the paper is structured as follows. The next section briefl y 
reviews the extant literature on organisational and management accounting rou-
tines. In particular, the nature and varying dimensions of routines are described 
and the characteristics of rules are also detailed. The subsequent section describes 
the research method employed and the case company. The fi ndings and discussion 
are then presented. In conclusion, some limitations of the present research, as well 
as implications for future research, are considered.

LITERATURE REVIEW: ORGANISATIONAL ROUTINES AND RULES

In the past twenty years, an expanding body of research has emerged which seeks 
to defi ne, understand and conceptualise management accounting change.   Many 
researchers (e.g. Burns and Vaivio, 2001; Sulaiman and Mitchell, 2005) suggest that 
the publication of Relevance Lost by Johnson and Kaplan (1987) ignited the debate on 
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the subject of management accounting change, as it prompted the development and 
use of ‘new’ and ‘advanced’ management accounting techniques and also spurred a 
re-examination of the role of management accounting and management accountants 
in organisations. In particular, the advent of Relevance Lost questioned the relevance 
of management accounting and the ability of traditional practices to deliver and 
meet the information needs of managers in modern organisations. Indeed, the issue 
of ‘relevance’ continues to interest researchers as evidenced by some recent publica-
tions (e.g. Otley, 2008; Bhimani and Bromwich, 2010; Scapens and Bromwich, 2010). 

Several theoretical approaches have been adopted by researchers to explore 
different aspects of management accounting change. Broad studies of manage-
ment accounting systems have tended to use structuration theory (see for example, 
 Macintosh and Scapens, 1990, 1991; Scapens and Roberts, 1993; Jack and Kholeif, 
2008; Coad and Herbert, 2009). The new institutional sociology branch of institu-
tional theory has been used to study the convergence of management accounting 
practices in response to such external infl uences as political pressures, regulatory 
changes and cultural factors (see for example, Collier, 2001; Modell, 2003; Seal, 
2006; Tsamenyi, Cullen and Gonzalez, 2006; Nor-Aziah and Scapens, 2007). Indeed, 
various institutional approaches have been utilised by management account-
ing scholars in recent years (see for example, Soin, Seal and Cullen, 2002; Dillard, 
Rigsby and Goodman, 2004; Siti-Nabiha and Scapens, 2005; Tsamenyi et al., 2006; 
Lukka, 2007). In particular, the concepts of routines and rules from old institutional 
economics (OIE), have been embraced as a way of interpreting change (and/or sta-
bility) in management accounting practices (see for example, Burns and Scapens, 
2000; Quinn, 2011; van der Steen, 2011). Consequently, as change and stability in a 
management accounting practice is the focus of the current study, the concepts of 
routines and rules are utilised to provide an appropriate theoretical base. 

A particularly useful starting point in an exploration of routines and rules in 
management accounting is the work of Burns and Scapens (2000). They defi ne rou-
tines as ‘the way things are done’ (2000, p. 5), which can be contrasted with rules, 
‘the ways things should be done’ (2000, p. 6). A detailed account of Burns and 
 Scapens (2000) is not given here, save to say that their framework proposes that 
through the interactions of routines and rules over time, relative stability in man-
agement accounting practices can be explained. Change is also possible, although 
Burns and Scapens suggest that any such change is more likely to be evolutionary 
in nature, unless some ‘major external change’ is experienced (2000, p. 13). How-
ever, Burns and Scapens’ (2000) study did not set out to explicitly describe the exact 
nature or dimensions of routines and rules. Indeed, a precise understanding of such 
phenomena is still elusive and there have been many calls for further empirical 
research (see for example, Pentland et al., 2010; Quinn, 2010, 2011). The following 
subsections provide an overview of the contribution of a number of researchers to 
date to the efforts to better understand the nature of routines and rules. 

Organisational Routines
Many scholars have provided useful contributions to the debate concerning the nature 
of routines (see for example, Feldman and Pentland, 2003; Becker 2004, 2005; Pentland 
and Feldman, 2005, 2008; Hodgson, 2006, 2008; Pentland, 2011). A common theme 
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in much of this work is the conceptualisation that routines have two dimensions; 
in other words, they have both an ‘action’ and a ‘structural’ element. For example, 
Winter (1995, pp. 169–170) distinguished between a ‘routine in operation at a par-
ticular site’ and a ‘routine per se – the abstract activity pattern’, denoting routines as 
having more than one ‘layer’. In summarising the organisational literature, Becker 
(2005) described the two layers of routines as: 1) an observable surface layer, and 2) 
an underlying generative layer which cannot be observed. While the generative layer 
is subject to constant minor changes, which may give rise to multiple surface layer 
performances of a routine, the core ‘purpose’ of the routine remains the same (Becker, 
2005; Pentland et al., 2010). Similarly, Feldman and Pentland (2003, p. 101) state that 
‘organisational routines consist of two aspects’ or dimensions, namely (1) the osten-
sive dimension and (2) the performative dimension. They contend that the ostensive 
dimension of a routine ‘may have a signifi cant tacit component’ which moulds the per-
ception of what the routine is and ‘may exist as a taken-for-granted norm’ (Feldman 
and Pentland, 2003, p. 101). They suggest that ‘the ostensive incorporates the subjec-
tive understandings of diverse participants’ (Feldman and Pentland, 2003, p. 101) and 
they describe it in later work as ‘abstract, cognitive regularities and expectations that 
enable participants to guide, account for and refer to specifi c performances of a rou-
tine’ (Pentland and Feldman, 2008, p. 286). In contrast, the performative dimension 
of a routine is ‘the specifi c action(s) taken by people’ (Feldman and Pentland, 2003, 
p. 102) ‘at specifi c times, in specifi c places’ (Pentland and Feldman, 2008, p. 286). 

More recently, Pentland (2011, p. 281) outlines four characteristics of routines, 
which he states ‘provide … an easily applicable test of whether a given phenom-
enon qualifi es as an organisational routine’: 

1. Routines are repetitive.

2. A recognisable pattern of action occurs.

3. The actions are interdependent.

4. Multiple actors are involved. 

While these characteristics may act as a useful test to ascertain whether or not 
observed actions may constitute a routine, the unobservable component of  routines 
– the abstract patterns which underlie actions – must also be acknowledged 
( Feldman and Pentland, 2003; Becker, 2005; Pentland, 2011).

Volkoff, Strong and Elmes (2007, p. 839) propose that a dimension of a routine 
may be embedded in technology ‘in the form of system-executed transactions – sets 
of explicitly defi ned steps that require specifi c data inputs to automatically gener-
ate specifi c outcomes’. It is clear that many management accounting tasks might be 
described in this way (e.g. product costing, budgeting and variance analysis) and it 
is interesting that Volkoff et al. (2007) contend that this ‘material’ dimension of rou-
tines, as they term it, is different from the ostensive dimension as, rather than being 
‘idealized and abstract’, it is ‘concrete and specifi c’ (Volkoff et al., 2007, p. 840). This 
point is revisited in the next section.

Englund and Gerdin (2008, p. 1131) refer to a ‘conceptual disparity’ in stud-
ies concerning routines in management accounting, where some view management 
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accounting systems as modalities (i.e. structures) which are drawn on to produce 
practices, whereas others view the systems as recurrent practices (i.e. actions). They 
argue that combining both conceptualisations in the same study not only creates 
confusion, there is also a risk of ‘social structure and action becoming confl ated 
and potentially we may draw erroneous conclusions about structural change and 
stability’ (Englund and Gerdin, 2008, p. 1131). However, as outlined above there is 
considerable support in the literature for viewing management accounting routines 
as having a dual nature, comprising both structural and action dimensions. Thus, 
for the purposes of the current study it is proposed that management accounting 
practices may be considered routinised in many organisational contexts, and can 
be conceived as both observable actions (performative dimension) and underlying 
abstract patterns (ostensive dimension).

Organisational Rules
As outlined above, Burns and Scapens (2000, p. 6) defi ne rules as ‘the way things 
should be done’ and suggest that rules are more formal in nature than routines. 
Although they do not state it explicitly, they seem to imply that rules are more 
likely to be written and precede routines. Since the work of Burns and Scapens 
(2000), there has been limited examination of rules within management accounting 
(an exception is Oliveira, 2011) as the majority of empirical studies in the literature 
have tended to focus on routines (see for example, Quinn, 2011; van der Steen, 2009, 
2011). The emphasis on routines as opposed to rules may be due to the fact that, 
as proposed by Pentland and Feldman (2005), rules are conceived as artefacts of 
routines. They argue that while any artefacts of routines may be thought of as infl u-
encing the performances of routines, there will always be ‘open’ contextual factors 
which may limit the potential to actually follow what the rules say (Pentland and 
Feldman, 2005, p. 797). 

Hodgson (2006, p. 18) describes rules as ‘socially transmitted and customary 
normative injunctions or immanently normative dispositions, that in circumstances 
X, do Y’. This defi nition begins to convey the more rigid or fi xed nature of rules 
versus routines. Reynaud (2005) also notes a key difference between rules and rou-
tines: rules are arrangements awaiting interpretation, whereas routines are rules 
already interpreted. If a routine is an interpretation of a rule, a question arises on 
whether the ‘interpretation’ may be conceptually similar in nature to the osten-
sive routine as proposed by Feldman and Pentland (2003). However, as noted by 
Oliveira and Quinn (2012) and as outlined in the previous section, a routine by 
defi nition requires repetition. Thus, an interpretation of a rule could not alone be 
equated to the ostensive dimension of a routine as no repeated actions have yet 
occurred. As repetition is often associated with management accounting practices, 
it might be argued that rules (which do not have a repetitive element) may be less 
important that routines in studies of such practices. However, as noted by Oliveira 
and Quinn (2012), some management accounting tasks may never actually become 
routines, as insuffi cient repetition occurs; thus there may be a ‘rule’ which guides 
how the particular task is to be done. Furthermore, Oliveira and Quinn (2012) pro-
pose than rules are potentially important components in the eventual formation of 
routines. This is not to suggest that rules are the only factor which may determine 
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the eventual routines, nor that rules are a fi xed or unchanging phenomenon (see 
also Morgen and Olsen, 2011). 

Rules can be considered to be either formal or informal. In brief, a formal rule is 
typically codifi ed in some way, for example traffi c rules, whereas an informal rule 
is more constitutive in nature although it may become regularised and/or codi-
fi ed over time (Searle, 2005). Oliveira and Quinn (2012, p. 20) avoid this formal/
informal classifi cation by contending that rules are cognitive structures which ‘have 
been accepted by organisational members’. In the current paper, we also avoid any 
informal/formal distinction of rules, instead focusing on the notion that rules are 
essentially un-interpreted initially, but form cognitive structures in actors’ minds 
that may, over time, result in routines being formed. According to Oliveira and 
Quinn (2012), an important step in how these cognitive structures (i.e. rules) may 
become routines over time is the interaction with (and reinforcement by) the ‘mate-
rial routines’ of Volkoff et al. (2007), as outlined earlier. Volkoff et al. (2007) view the 
material dimension of routines as the hard-coding of the underlying rules into infor-
mation technology (such as enterprise resource planning (ERP) systems). Although 
Volkoff et al. (2007) do not explicitly use the term ‘rules’ in their discussion, their 
defi nition that ‘organisational routines are embedded in the ES [enterprise system] 
in the form of system-executed transactions – sets of explicitly defi ned steps that 
require specifi c data inputs to automatically generate specifi c outcomes’ (Volkoff 
et al., 2007, p. 839) implies that they are referring to rules. The reasoning for this is 
twofold: (1) these material ‘routines’ are intended to defi ne transactions and their 
sequence, and (2) on their own, such systems-embedded phenomena do not meet 
the essential criteria of a routine as set out earlier (see Pentland, 2011). Although 
these material routines may be conceptually more akin to rules, we adopt the term 
‘material routines’ here as used by Volkoff et al. (2007).

In summary, whereas repetition is deemed an essential feature of routines, recur-
rence is not necessary for rules. However, as put forward by Burns and Scapens 
(2000), and more recently by Oliveira and Quinn (2012), rules may be an essential 
component in bringing about change to practices, such as those within the domain 
of management accounting. Furthermore, rules are also important to underpin rou-
tines in a more formal way (see Oliveira and Quinn, 2012), as well as guiding actors 
when practices have not become routinised. The case company, which is featured 
in this paper and is detailed in the next section, experienced new rules in the form 
of a newly implemented ERP system, thus making rules an essential feature of the 
analysis. Furthermore, the nature of the business sector implied some traditional 
(and routinised) management accounting practices were in use. Thus, the concepts 
of both routines and rules are utilised in our analysis.

RESEARCH METHOD

Having outlined some useful theoretical constructs around routines and rules, this 
section now turns to the empirical case study. The research approach is outlined 
fi rst, followed by some details regarding data collection and analysis. The section 
concludes by presenting details regarding the case company.
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Research Approach 
The objective of this study is to examine the presence of stability and change in 
management accounting practices by exploring, through the lenses of routines and 
rules, the use of standard costing in a manufacturing company. While routines and 
rules have received considerable attention in the literature, there is still a need, as 
noted by Pentland (2011), to tease out their complexities by the conduct of more real 
life studies. As a case study approach facilitates the exploration of phenomenon in 
a real life context, it was deemed the most appropriate means of data collection for 
this study (Atkinson and Shaffi r, 1998; Yin, 2003). 

Scapens (2004) identifi es four possible roles for researchers in a case study. In this 
study, a visitor role was adopted. Several visits to the case site were made and the 
empirical data were collected primarily through semi-structured interviews. Given 
the exploratory nature of the study, interviews with four key participants in the 
company were conducted, namely the managing director, a management account-
ant, an assistant management accountant and a fi nancial analyst. All interviews 
were digitally recorded with the permission of the participants. All participants 
were forwarded an outline interview guide in advance of each interview. This 
guide was divided into three main sections:

• The purpose/role of management accounting in the organisation 

• Change(s) to management accounting

• The operation of, and changes to, standard costing at the organisation

The fi rst two sections focus on the role, context and uses of management account-
ing practices generally in the case company, while the third part of the interviews 
particularly examined the uses of the standard costing system. In addition to inter-
views with the key participants, access to company documentation and fi les was 
forthcoming to support interview data.

In keeping with other studies of organisational/management routines, the inter-
view transcripts and other data were analysed using an interpretive approach. This 
involved examining data for evidence of both routines and rules. In particular, the 
process of how certain management accounting practices were performed was 
extracted from the data to determine whether or not they could be classifi ed as rou-
tinised as per the four criteria of Pentland (2011). In turn, if management accounting 
practices were deemed routinised, then data were analysed for evidence of any 
changes to the practices over time and how rules came into play in these changes. 

Case Company: Background
An electrical product manufacturing company, referred to here as ‘Engineering 
Ltd’, was selected as the case site for a number of reasons. First, access was likely 
to be forthcoming through personal contacts of the authors. Second, the company 
operates in a business sector which implies that its management accounting prac-
tices are likely to be more traditional and less subject to radical change (see later for 
more detail). And, third, as the company had updated its management information 
systems using an enterprise resource planning suite (namely SAP), there was the 
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potential to fi nd evidence of change to management accounting practices and to 
the role of management accounting in the organisation (Granlund and Malmi, 2002; 
Scapens and Jazayeri, 2003). This implementation of SAP had the potential to alter 
standard costing, as well as how standard costing data were collected, stored and 
updated. Having made initial contact with Engineering Ltd, access was agreed for 
an exploratory study of management accounting practices at the company, with a 
particular focus on standard costing.

Engineering Ltd was established in the late 1970s, has an annual turnover in the 
range of €50–€100 million and employs approximately 300 people. It is a subsidiary 
of a European electrical product manufacturing group. Since 2005, the European 
group has been wholly owned by an Indian multinational, which itself is part of 
a United States (US) global conglomerate group. Engineering Ltd manufactures a 
range of electrical products which are sold globally. Due to the specialised nature 
of the products and a repetitive production process, the company has always used 
standard costing. The standard costing system has recently been embedded into the 
SAP software, which was installed at the instigation of the US parent. Engineering 
Ltd’s costing system focuses on the direct costs of raw materials and production 
labour and, like all companies in its sector, the company prices products based on 
direct costs plus a margin. As the standard direct costs are the basis of prices offered 
to customers, standards are revised on a monthly basis – a feature of the new SAP 
system is an infl ationary adjustment to standard costs for projecting prices for 
products that are typically manufactured within one month. This monthly revi-
sion of standards also permits an accurate evaluation of direct materials usage and 
wastage, which is important as the materials (primarily metals) make up a signif-
icant proportion (approximately 70 per cent) of total costs. The cost structure of 
the company has remained very stable over the years with direct labour represent-
ing approximately 20 per cent and overheads being approximately 10 per cent of 
total costs.

Before describing the standard costing system of Engineering Ltd, it is impor-
tant to note that, given the objective of the study, we place less emphasis on the 
intricacies of the technique itself and more on its routinised nature, and how this 
routinised nature may change (or remain relatively stable). Further, while at the 
outset of this study we contend that it is reasonable to term standard costing a rou-
tine in Engineering Ltd, the case evidence will be evaluated in light of Pentland’s 
(2011) defi ning characteristics of a routine in order to evaluate the appropriateness 
of our contention.

FINDINGS 

It was clear from evidence presented in the interviews that management accounting 
plays, and is perceived to play, an important role in the operation and management 
of the company. Reports produced by the management accounting department are 
used throughout the organisation for cost management, pricing and decision-making 
purposes; as the managing director comments: ‘I would see the role of manage-
ment accounting as being very important … their [the management accounting 
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department’s] work really does span the entire organisation.’ Members of the man-
agement accounting department were anxious to explain how their activities are 
embedded across the organisation and provide ‘information that drives the busi-
ness’ (management accountant). Furthermore, the role of management accounting 
in Engineering Ltd embraces more than the traditional product costing role and is 
responsive to the needs of the business, as conveyed by the quote below: 

As our raw materials consist mainly of oil, copper, aluminium and steel, we generally 
have a lot of working capital tied up in stock (approximately €4.5 million). So getting 
our stock valuation correct is very important, but I have also seen a big move in focus 
to cost control in the last 18 months. With the slowdown generally in the economy, 
controlling costs is paramount if you want to remain competitive. … The majority of 
our time is focused on managing costs. That means understanding where they come 
from, why, and how we can reduce or eliminate them in the future. … It’s no good 
capturing costs correctly if they are spiralling out of control. Knowing your costs and 
their behaviour means we can provide better information for making decisions (assis-
tant management accountant).

It is acknowledged that the role of management accounting has changed somewhat 
over the years. As the management accountant explained, in the past the manage-
ment accounting function produced reports but did not necessarily participate in 
subsequent decision making. Currently, the accounting function is at the heart of 
decision-making activities, as the management accountant is a part of the core man-
agement team. He attends all management meetings, assisting in the interpretation 
of the accounting information and participating in shaping the future direction of 
the business. This increased importance of management accounting at Engineer-
ing Ltd is by and large due to the fact that the company operates in an increasingly 
competitive environment, which requires a much shorter production cycle than 
before and requires much greater interaction and cooperation between all depart-
ments concerning decision making: 

The whole organisation must be on its toes to ensure production runs smoothly. 
Working in tandem means everyone must communicate. That means for us in 
management accounting we have to keep up to date with production managers … 
and we have to be fully aware of what is happening plant-wide. When you are aware 
of what’s happening in a particular department you can provide them with better or 
‘tailored’ information (management accountant).

The evolved role of management accounting is accepted and embedded in the 
organisation, as the managing director comments:

Now I expect the management accountants to communicate with me and all other 
members of staff on any issue that arises. Accountants possess too much knowledge 
to work in silence. Their information is priceless in modern organisations.

In terms of what has prompted the changed role of management accounting in Engi-
neering Ltd, a number of factors can be identifi ed from the interview data. First, 
as outlined above, the competitive environment required increased response times 

AFG.indb   33AFG.indb   33 16/05/2014   11:03:1816/05/2014   11:03:18



Quinn, Flood and Lynch

34

and enhanced cost management, which necessitated changes in the information 
generated by the management accounting department and the interactions of the 
management accounting department with other units in the organisation. Second, 
the organisation became part of a large global group in recent years, which has 
resulted in increased reporting requirements to group headquarters. As the man-
agement accountant explained, group headquarters are not interested in summary 
information; they conduct ongoing detailed interrogation of fi nancial data and they 
expect the management accounting department to be able to explain and analyse 
all information. This requires the management accounting staff to constantly inter-
act with units across the business, as they need to fully understand what is going 
on. This fi nding is consistent with that of Yazdifer, Zaman, Tsamenyi and Askarany 
(2008), who reported that becoming part of a multinational group can increase the 
demands on management accounting and prompt change. A third facilitator of 
change in Engineering Ltd has been the introduction of the SAP system, which was 
required to meet group reporting demands. The amount of information maintained 
by the SAP system enables the management accounting department to produce 
reports which examine quality, capacity and productivity and are more useful to 
the various units of the business: ‘it has changed the way we work and the report-
ing capabilities of the management accounting department … it means we can add 
more to the fi rm’ (assistant management accountant). This is also consistent with 
much prior research (e.g. Booth, Matolcsy and Wieder, 2000; Caglio, 2003; Scapens 
and Jazayeri, 2003; Burns and Baldvinsdottir, 2005).

While change was experienced regarding the role of management accounting 
in the decision-making processes of the organisation, standard costing remained 
in use as the key cost accumulation and control practice. In many ways, this is not 
surprising as Engineering Ltd has not experienced alterations in its manufactur-
ing processes or cost structure, two perceived catalysts for change in management 
accounting practices (see for example, Otley, 1985; Johnson and Kaplan, 1987; 
Bruggeman and Slagmulder, 1995; Jazayeri and Hopper, 1999). Additionally, stand-
ard costing remains prevalent in the industry, given the widespread use of cost plus 
pricing and the subsequent need to control costs to protect margins. Combined, 
these factors create an environment where the continued use of standard costing is 
likely. Managers across Engineering Ltd demand information for accurate product 
pricing and cost control and their standard costing system, through the establish-
ment and revision of standards and the calculation and investigation of variances, 
can meet these information needs. Thus, accuracy of standard setting and meaning-
ful variance analysis are as important as ever:

I would say here in Engineering Ltd that, due to global competition, the basics need 
to be better than ever to succeed. And that means for us having a very accurate 
standard costing system so we can quote products and get business that gives us an 
adequate margin. Also, standard costing allows us to track and monitor costs, which 
is of increased signifi cance in very competitive markets. Our margin really depends 
on us keeping to the quoted cost the sales guys give customers. So accurate product 
costing, and actually keeping in line with those costs, is a huge part of what we do in 
this department (management accountant).
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However, while some elements of the standard costing system (i.e. setting stand-
ards, and so on) have remained stable, others have changed: ‘The methods remain 
the same. It’s just the operation of it that has changed’ (assistant management 
accountant). Ultimately, the introduction of the SAP system has rejuvenated the 
reporting capabilities of standard costing as is evident in the following quotes:

The amount of data it holds means I have access to information I never had before. And 
that means we can create reports that we simply couldn’t with our old IT [informa-
tion technology] system. … Now I have information on every aspect of the company 
(management accountant).

SAP is even making our standard costing system better, with the database of infor-
mation it holds. We are getting reports of greater detail on a wider variety of issues. 
Standard costing is more important in Engineering Ltd than ever before. It’s amazing 
how SAP has improved the system (fi nancial analyst).

The way the whole standard costing system works here means you have a huge 
amount of interaction with the engineering department. … With SAP, interaction is 
more effi cient; you are not running back and forward (management accountant).

The data contained in SAP produces reports that all inter-link. … We can use reports 
than concern things like quality, capacity and productivity when we are examining 
variance reports. … SAP allows variances to be put in perspective. It’s no good 
keeping to standards if your quality goes out the window (management accountant).

As well as facilitating more relevant reports, the introduction of SAP also improved 
the timeliness of information outputs so that it is ‘now as close as you’ll get to live 
data streaming’ (assistant management accountant). Furthermore, since the intro-
duction of SAP, standard costing reports are more widely available and more staff 
can access the information system. This has fostered a clearer understanding of 
standard costing within the broader organisation:

Since the reports are available throughout the fi rm, standard costing is more accepted. 
People in other areas know what it’s all about. They understand how important it is 
to have an accurate system. That makes our jobs as management accountants easier 
when we are ringing up annoying people for information, because before they didn’t 
really care but now they know it impacts on them too, so they are much quicker with 
getting back to us. It’s giving standard costing justifi cation in the company (manage-
ment accountant).

Additionally, how standard costing is used post-SAP facilitates greater organi-
sational interaction and communication and shapes the way the management 
accounting department interfaces with other departments in the organisation:

Well since the reports generated from the standard costing system are now being 
used throughout the company, I suppose you could say the standard costing is tying 
the organisation together. And this is what is forcing more communication with the 
accountants. … The variety of reports means more people are indirectly using the 
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system, and this means more people are calling on the accountants for their advice 
(fi nancial analyst).

As portrayed thus far, there have been some changes in the way standard costing is 
used at Engineering Ltd post-SAP. However, there was never any consideration of 
moving away from standard costing for the purposes of planning, control and deci-
sion making. As previously outlined, Engineering Ltd operates in a market where 
basic commodity-type raw materials are used in the manufacturing process. And, 
given that these raw materials constitute about two-thirds of the fi nal product cost, 
the market creates a level playing fi eld for pricing by adding a margin to the direct 
costs of production. The following quote from the assistant management account-
ant conveys the market scenario quite well:

We operate a simple cost plus system, but so does the whole market. When we quote 
a price, that price is basically the standard costs plus a margin. Then out of our margin 
we pay our overheads. That’s how the market works [for] our particular goods.

Thus, standard costing is at the heart of management accounting and decision 
 making at Engineering Ltd. There is some evidence of the evolving role of man-
agement accountants (which is not the key focus of this study), and there is clear 
evidence of continuity of traditional management accounting practices, namely 
standard costing. Standard costing has been used since the company was estab-
lished over 30 years ago, and while the fundamental operations of the technique 
remain unchanged, if we dig deeper some change in the standard costing prac-
tices have taken place. Even following the introduction of SAP, the centrality of the 
standard costing system within Engineering Ltd seems assured:

We are moving into an environment that is getting tougher and tougher to survive in. 
That means an increasing focus on working capital and cash fl ow management just to 
keep going. These fundamentals may be out of fashion at the moment, but as econo-
mies tighten and more businesses go to the wall the basics will come back to being 
management’s fi rst thought, you know, like maintaining margins and controlling 
costs. … In tough times you have to get back to the fundamentals of running a busi-
ness. And the accountants harbour these fundamentals, so management accounting is 
getting more and more important, and that’s not going to change (managing director).

With competition growing like it is, a big emphasis will be placed on maintaining 
margins and containing costs and that means our work will become even more impor-
tant. … And with that being the focus for us now into the future, we’ll hang on to 
standard costing (management accountant).

In summary, Engineering Ltd, although experiencing organisational change in 
terms of both a new parent company and a new ERP system, portrays a relatively 
stable set of management accounting practices. In particular, the continued use of 
a traditional management accounting technique (i.e. standard costing) seems to fi t 
well with both the company’s cost structure and the nature of the industry. There-
fore, substantial changes to management accounting were not evident. It could be 
argued that standard costing is suffi cient for the needs to Engineering Ltd and that 
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change is unlikely. However, this does not paint a complete picture. The next sec-
tion analyses the story from Engineering Ltd in terms of management accounting 
routines and rules, and conveys how change and stability go hand in hand. 

DISCUSSION

The previous section depicts management accounting at Engineering Ltd as being 
grounded in standard costing (a traditional management accounting practice). To 
an external observer, it would be all too easy to conclude that management account-
ing practices have not changed. This would, of course, not give the full picture 
of the complex actions and interactions that in fact constitute the constant devel-
opment of management accounting practice within the organisation. Ultimately, 
change to management accounting practices did occur, but in a way which sup-
ported the existing routines (Burns and Scapens, 2000), while also adapting to new 
material routines as introduced by the SAP software. The remainder of this section 
focuses on the analysis of the practice of standard costing at Engineering Ltd, using 
the theoretical constructs of routines and rules which were presented earlier in the 
literature review. This analysis aims to provide an interpretation of the elements of 
stability and change regarding the use of standard costing at Engineering Ltd which 
were outlined in the Findings section above.

Stability 
As noted previously, Engineering Ltd has always used standard costing and thus, 
at the outset of this study, it had been assumed that the tasks around standard 
costing at the company could be termed ‘routine’. Based on the empirical data pre-
sented in the Findings section of the paper, we can now conclude that standard 
costing is indeed a routinised practice. Taking Pentland’s (2011) defi ning character-
istics of routines, standard costing at Engineering Ltd readily satisfi es each:

• Repetitive – standard costing has been in use for more than 30 years on a con-
tinuing basis.

• Recognisable pattern of action – while there may have been hundreds of standard 
costs and reports prepared each month/year for varying reasons, an overall 
pattern of action can be identifi ed.

• Interdependent   – several examples of how standard costing is used as an input 
for further decision making were revealed.

• Multiple actors – the empirical data presented in the previous section high-
lighted how standard costing information is widely dispersed and utilised by 
many actors.

Given the apparent steadfastness of standard costing at Engineering Ltd, we contend 
that we could describe these routines as being institutionalised (Burns and  Scapens, 
2000). Almost 90 per cent of total costs in Engineering Ltd comprise materials and 
labour, with materials consisting predominantly of market-priced commodities. 
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This business context creates an environment in which a traditional management 
accounting technique is not only technically suffi cient and meets the informational 
need of managers, but also over time has become the tacitly accepted way of doing 
things for management accountants and managers at the company. This environ-
ment fosters little motivation or need to adopt some of the ‘newer’ management 
accounting techniques and thus a strong, stable and potentially institutionalised set 
of routines was developed and maintained. Prior literature indicates that such rou-
tines are unlikely to undergo major change except in the case of external shocks 
or internal power structures (Burns and Scapens, 2000). Burns and Scapens (2000) 
describe a takeover as an example of an external shock which could cause existing 
routines to become undone. In the case of Engineering Ltd, a takeover did occur in 
2005 but the new owners were a larger multinational in the same industry. As a result 
of the takeover, the SAP software was implemented, leading to greater interaction 
between standard costing routines and other organisational routines (Feldman and 
Pentland, 2003; Pentland, 2011). Although both the takeover and the information 
systems change provided potential for large-scale change in management account-
ing routines, on the surface this did not happen. In other words, despite the potential 
for change, the ostensive routines around standard costing appear to have remained 
quite stable. However, this does not mean change cannot occur. Indeed, Burns and 
Scapens (2000, p. 22) state ‘change and stability are not mutually exclusive processes’ 
and so the next subsection seeks to identify aspects of change.

Change 
Above we have established that standard costing (as a routinised management 
accounting practice) is deeply engrained at Engineering Ltd and the ostensive 
routines around standard costing are quite rigid and taken for granted. The per-
formative dimension of these same routines may (or may not) be the same as the 
ostensive dimension (Feldman and Pentland, 2003). Given the long history of stand-
ard costing at Engineering Ltd, it is likely that all actors (management accountants 
and others) share a commonly accepted perception (Feldman and Pentland, 2003) 
of what constitutes routines, i.e. they understand and accept the general princi-
ples of standard costing as the way things are done (the ostensive routines). At 
the same time, the fact that the ostensive routines are understood, accepted and 
unquestioned does not mean that there are strict codifi ed procedures as to how to 
perform these routines. Thus, actors may not perform the routines in a strict, rule-
like, unconscious way (Feldman and Pentland, 2003). Over time, however, and as 
outlined below, the interaction of the ostensive and performative dimensions of a 
routine can maintain, modify or create routines, while at the same time providing a 
guiding or reference point for behaviour (Feldman and Pentland, 2003).

The case evidence suggests that the performative routines and ostensive rou-
tines associated with standard costing in Engineering Ltd were similar. We base 
this observation on a number of facts: 

• Standard costing had always been practiced at Engineering Ltd 

• Standard costing was incorporated into their legacy systems 

• The relatively stable nature of Engineering Ltd’s operations 
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While the legacy system referred to by the management accountant may have had 
standard costing practices of the company incorporated as material routines (i.e. 
within the program code), this cannot be verifi ed as this system had since been 
replaced by SAP. However, all interviewees recounted how important SAP was 
to the continued (but changed) use of standard costing at the company. Indeed, 
prior literature has highlighted that the introduction of information systems such 
as SAP can bring accompanying change to management accounting (Scapens 
and  Jazayeri, 2003). At Engineering Ltd, the introduction of SAP not only encom-
passed the ostensive dimension of existing routinised standard costing practices, 
but also introduced new material routines within the SAP confi guration (Volkoff 
et al., 2007). As management accounting staff at the company became familiar 
with the capabilities of SAP, these capabilities (embodied in the software as mate-
rial routines) brought about change in standard costing practices. In other words, 
as the standard costing capability of SAP was utilised, new performative routines 
emerged over time, which were based on existing ostensive routines and new 
rules. For example, SAP resulted in ‘new’ performative routines such as more 
detailed and timely cost and variance reporting routines, as well as more regu-
lar updating of standards by management accountants. As a result of SAP, as 
one management accountant put it, ‘standard costing is now more accepted.’ This 
can be explained by the relative similarity between the existing ostensive (and 
deeply embedded) routines around standard costing and the supporting material 
rules within SAP. These material routines, although eventually bringing about 
new ways of doing things (performative routines), solidifi ed, formalised and dis-
tributed what were already accepted and taken-for-granted routines. Yet despite 
the apparent post-SAP stability and broader acceptance of standard costing as 
a routinised management accounting and organisational practice at Engineering 
Ltd, change to those same practices did occur. This fi nding echoes the work of, for 
example, Burns and Scapens (2000) and Feldman and Pentland (2003), who both 
clearly outline how change and stability go hand in hand. It also suggests that 
there may be multiple levels at which routines can be analysed, as suggested by 
Vromen (2011). More specifi cally, at a high level of analy sis we could say that rou-
tines in Engineering Ltd have not changed as standard costing is still performed. 
However, if we drill down to a lower level of analysis, we have revealed how 
aspects of the tasks and components within standard costing have changed (see 
also Pentland et al., 2010).

In summary, as originally suggested by Burns and Scapens (2000), the routinised 
nature of management accounting practices may offer potential interpretations 
of why stability is often a common feature in a management accounting context. 
However, as our study of standard costing, which is a traditional (and stable) man-
agement accounting practice, has shown, change to highly routinised practices is 
always possible. Based on the evidence from Engineering Ltd, we contend that 
change to existing routines is more likely to occur when new rule-like structures 
(material routines in this case) emerge. Eventually, through repeated action these 
material routines may create new routines; in other words, in the case of Engineer-
ing Ltd new ways of doing old tasks materialise. 
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CONCLUSIONS

The purpose of this paper was to explore, in routines and rules terms, how a tradi-
tional and routinised management accounting practice, such as standard costing, 
can be deeply embedded (i.e. stable), but yet also encompass change. The evidence 
from Engineering Ltd, albeit a single exploratory study, offers some insights into 
the dynamics of existing routines and how the introduction of new material rules 
may potentially support and solidify these routines. However, as was outlined, the 
nature of Engineering Ltd’s industry sector is one which has a relatively stable cost 
structure and is unlikely to require the application of complex or ‘new’ costing tech-
niques. Thus, not unexpectedly, we found that changes, although present, were 
not of a revolutionary type (Burns and Scapens, 2000). Research in more dynamic 
business sectors would be useful to further enlighten the interactions of existing 
routines and new (material) rules. 

The case study presented in this paper has some limitations. First, the case was 
exploratory in nature and was relatively small scale. This limits the nature of the 
fi ndings and a similar but more extensive longitudinal study would be useful. 
Second, as indicated above, the nature of the business sector studied meant that 
there was little opportunity to explore routines and rules in a dynamic environ-
ment. Third, the interviews were concentrated primarily around management 
accounting staff. Broader organisational interviews would enhance the evidence 
reported here, but such interviews were not forthcoming in Engineering Ltd based 
on the access agreed. 

Despite these limitations, this paper presents empirical evidence of simultane-
ous stability and change in a management accounting practice. The management 
accounting practice which was the focus of the study was standard costing, which 
may be perceived as a very traditional, stable practice, and the analysis revealed 
that such a practice can embody change – albeit in a way which underpins the exist-
ing ways of doing things (i.e. the ostensive routine). Thus, the paper also contends 
that while new management accounting practices may be de rigueur, traditional 
management accounting practices are worthy of further study in the efforts to delve 
more deeply into the concepts of routines and rules in management accounting.
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