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Abstract

The adoption and Usage of Modern Management Contrdbystems is a hot topic
in Chinese managerial accounting research. The magament control system is not
only technical issues, but also a piece of art witigepresents the underlying cultural
factors. Thus, Chinese firms need to localize the anagement control tools to tailor
them to the firms’ specific needs. However, the esting research in Chinese
managerial accounting focuses on introduction of tories and cases from US
companies, but rarely attempts to do on site reseal in Chinese firms.

This paper examines four big Chinese State-owned Earprises from different
industries, including the biggest metals trading campany, the biggest military
products manufacturing firm, the second largest oicompany, and one very
successful diversified Hong Kong company. We try tanalyze the adoption of
management control systems in Chinese firms and tiraw some commonalities

among them.
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[. Introduction

The adoption and Usage of Modern Management Co8rstems is a hot topic in
Chinese managerial accounting research. The marmageontrol system is not only
technical issues, but also a piece of art whiclhesgnts the underlying cultural factors.
Thus, Chinese firms need to localize the managepuanitol tools to tailor them to the
firms’ specific needs. However, the existing reskan Chinese managerial accounting
focuses on introduction of theories and cases fd8ompanies, but rarely attempts to
do on site research in Chinese firms.

This paper examines four big Chinese State Ownéerises from different
industries, including the biggest metals tradingipany, the biggest military products
manufacturing firm, the second largest oil compamyg one very successful diversified
Hong Kong company. We try to analyze the adoptiom@anagement control systems in
Chinese firms and to draw some commonalities antioeign. \We focus especially on
budgetary system, the balanced scorecard, achaggd management, and EVA.

II. Literature

When new management control tools emerge, firmptadahe trend and adopt new
techniques, which has been a notable phenomenomeFstudies have discussed
whether the management tools have changed, whégheshould change, and how they
change. Among those studies, the new institutienahomics theory constitutes the
theoretical background for this paper. The newtinsbnal theory views management
accounting as a institution that is embedded m fiierarchy, and is a tool served for
coordination, cooperation and control, which mastgetself as a set of rules, routines

and procedures. Management accounting may reth@ldrganizational structure, or may



be redesigned based on organizational structucapés, 1994) Generally speaking, the
importance of organizational routines and instita$i in shaping the processes of
management accounting change is significant. (B&rBsapens, 2000) Thus, the path
dependency predicts that organizations accept th@sdechniques that relate to existing
management tools more easily.

Compared to US firms, Chinese enterprises haverapihadifferent institutional
background. The interference from government andrirplete market system are what
state-owned enterprises need to deal with, andnflilence the overall objective
functions of the firm. (Fei Pan, 2006) From theemtl perspective, Chinese firms are
still at an exploratory stage in adopting managementrol tools with limited experience
and scarce techniques.

Thus, this study tries to investigate the fielddewice of Chinese state-owned
enterprises in adopting and utilizing modern manag@ control systems, and to analyze
the performance effects of those techniques.

[ll. Methodology

Due to the constraints of single case study (Emmetedt, 1989), we select four big
state-owned enterprises and try to analyze theepso@nd the result of using the
management control systems.

The on-site interview to those firms dates baclOtober 2005 and is an ongoing
process. What's worth noting is that, we focus & da those enterprises in their
management accounting change in recent years andkeep contact with the
management from all those four companies. Besideotirsite formal interviews, we

cooperate with the companies in giving consultidgiee, in giving lectures and seminars



about management accounting.

Before the on-site interview, we examine some petg@ry data set directly from the
companies and public disclosures on line. The malelocumentation includes corporate
budgetary documentation, performance evaluatioasruinternal magazines, corporate
management reports and etc. The public disclosnochsde corporate website, the initial
public offering report, annual reports, and othéickes about the company in media.

During the on-site interview, we deliver questioinesa to division managers and
interview them as well as the corporate managefinaincial department and strategy
planning department. Main questions in the questgr include the big picture of using
management control systems, the relationship amongfiple management control
systems, the performance effect of using the cbsirstem, the factors that improve or
hinder the efficiency of the control systems.

IV. Description

China Minmetal s Cor poration

China Minmetals Corporation established in 1950,aidarge-size international
producing and trading group of metals, minerals @ledtrical products. Meanwhile it is
also engaged in finance, real estate, shippinglitgdand tendering and investment. In
1992, according to the decision by the State CduManmetals was formed as one of the
55 group enterprises as the first trial batch mwhhole country and one of the 7 groups
with the authorization to operate the state-ownssdets. In 2005, Minmetals' total
revenue reached over US $17.78 billion which madank NO. 11 among China top 500
enterprises.

With a history of more than 50 years as one ofdbentry's major importers and



exporters, Minmetals enjoys a sound reputationhi& business world. Since China
launched its programs of economic restructuringprne and opening to the outside
world, Minmetals has been active in competing i@ tmarket, adhering resolutely to its
strategy of globalization, and investing in differdields both inside and outside the
country to strengthen its main business and beativegsified in other business areas at
the same time. All this has brought about manyeases in the Corporation's revenues as
well as economic strength, building a strong platfdor sustainable development.

Minmetals' sales network is worldwide. The Corporatowns 168 solely or jointly
funded ventures in 20 provinces and special zam&hina. It holds majority or minority
shares in 14 domestic public companies and two dieigp companies, Minmetals
Resources and ONFEM Holdings listed in the Hong &stock market. Minmetals has
established 44 overseas companies in the majotreesiand regions in the world.

The overall description of corporate managemenv@utng practice:

(1) The main management control system of the comps budgetary system and
the balanced scorecard; after 6 years’ experigheecorporation is in a relative mature
stage in using budgetary system, and the planmdgcantrolling function of budgetary
system is quite magnificent in the corporation. ldwer, the utilization of the balanced
scorecard is still in a preliminary stage. Althoubke company realizes that the balanced
scorecard can be used to communicate the stratefgescribe the strategy, but haven't
established the corresponding system to put ttenbatl scorecard into effect.

(2) With respect to budgetary system, the corpomagmphasizes detailed annual
operating plan to strengthen the link between anmexformance and strategy,

emphasizes the comprehensive budgetary system wittde both the financial and



non-financial performance measures, and emphatizgsrocess control instead of result
control. The corporation also holds regular confees to analyze and to discuss the
budgetary execution and the differences betweengdiu@nd actual performance.
However, the corporation does not use the actudbieance as the bench mark in
annual performance evaluation, the benchmarklighsti historic data from last year.

(3) The balanced scorecard system includes finang&aformance measures,
strategically linked performance measures, operatigperformance measures and
process performance measures. Most of the measones from the budgetary system.
Generally speaking, the non-financial performanceasares account for 15% of the
whole system.

(4) The relationship between the balanced scoremaddbudgetary system and other
management control system can be summarized ade@irdecides annual operating
plan, which can be manifested in budgets. The balduscorecard is use in performance
evaluation and rewarding system.

Snochem Corporation

Established in 1950, Sinochem Corporation (a.kiaochem) is a key state-owned
enterprise under the direct control of the Stateexv Assets Supervision and
Administration Commission of the State Council. fisedecessor is China National
Chemicals Import & Export Corporation.

Sinochem is one of China's earliest qualifiers @l 500. In 2006, it was named to
the list for the 16th year, ranking the 304th).dgimem's core business is as follows:
petroleum, fertilizer, trade, distribution and Istigs of chemicals, crude oil, fuel oil and

natural rubber futures; overseas oil & gas expiioiteand production, refinery, chemical



mining & washing, fertilizer & chemicals productiohotel & real estate development
and operation. Sinochem is one of the four majatesbwned oil companies and the
largest fertilizer importer and phosphorus and coumal fertilizer manufacturer in China.
It is also China's major sales and marketing serpiovider of chemical products. The
brand name of Sinochem is accredited as Famous&hiBrand and enjoys worldwide
prestige.

Sinochem operates four overseas business groupspd&uAmerica, Asia and Hong
Kong whose global sales network provides Chineskfareign customers with quality
products and efficient marketing services. Sinocheas two listed branches, i.e.
"Sinochem Hong Kong Holding" in Hong Kong (Code:9@2 and "G Sinochem" in
Shanghai (Code: 600500).

The overall description of corporate managemenv@utng practice:

(1) The main management control system includegétady system and the balanced
scorecard, and the company is considering bringihg activity based costing
management to further lower the costs.

(2) The company mainly uses the budgetary systeptainning and process control.
The company uses the annual operating plan to dirktegy to annual budgets, and
constructs the budgetary system which covers glyateanagement, risk management,
fund management, performance evaluation and etqudmterly performance evaluation
conferences, the company summarizes the budgetacyon, suggests issues that need
to be improved. The benchmark used in performamatiation is based on a formula in
which projected performance, historic data and $tdlal average all serve as parameters.

(3) The balanced scorecard system in the company asvery premature process.



The company does complement financial performaneasores with non-financial
performance measures in the performance evaluaystem, however, all the non-
financial performance measures are directly exéchfitom the budgetary system, and the
company has no unified rules for weights on diffémaeasures.

(4) The relationship between the balanced scoremaddbudgetary system and other
management control system can be summarized ade@trdecides annual operating
plan, which can be manifested in budgets. The lbalhiscorecard is use in performance
evaluation and rewarding system.

China Resources Cor poration

China Resources began its history in Hong Kong®iB8las Liow & Company. It was
renamed China Resources Company in 1948 and res&dcand incorporated under
China Resources (Holdings) Co., Ltd. in 1983. ka same year, it relocated to its current
headquarters in the China Resources Building od&6our Road, Wanchai.

In over half a century’s business in Hong Kong, f@hResources has established a
strong reputation based on its proactive busingagegies, an open corporate culture and
a commitment to fostering a better future. Todbig one of the leading conglomerates in
Hong Kong and the Chinese Mainland, with assetdk#$100 billion.

China Resources’ core businesses cover three figlelsnanufacture and distribution
of daily consumer goods, properties and relatedstrees, plus infrastructure and public
utilities.

The overall description of corporate managemenb@auing practice:

(1) The company uses budgetary system, the balsumécard, and the economics

value added, although at different hierarchiesefdnterprise.



(2) The company began to use comprehensive bugga@mnagement years ago, and
is experienced in using budgetary system to integrtee management control systems in
the company. The company has a “6s” managementrags(business coding system,
budgeting system, management report system, inteunditing system, performance
evaluation system and rewarding system).

(3) The company emphasizes using budgetary sysiemgrove the interaction in
process management. Using the dynamic process ddebing control, the company
improves the efficiency in problem solving and adagpthinking. That is to say, the
company doesn't let the budgeting to restrain theerprise development, rather use
budgeting to adjust to market more promptly.

(4) The company doesn’'t solely rely on budgetingtem to evaluate division
performance. The company uses multiple measures different dimensions including
financial ones and non-financial ones.

(5) Beginning in the year 2003, the company broughthe balanced scorecard to
improve the “6s system” in the sense that the lealdrscorecard is more descriptive of
strategy. Plus, the “6s system” now serves morgtrasegy management system instead
of operating control system. The company usesegjyatnap to describe the precise and
detailed strategy, and to construct the causatitwbeen multiple measures.

(6) The company uses the economics value addedplatvery limited extent. The
company puts some weight on EVA in rewarding margdmrit the weight is not much.

(7) The relationship between the balanced scadesad budgetary system and other
management control system can be summarized aate@ir map and the balanced

scorecard decide annual targets, which can be esed in action plans. Action plan,



together with financial budgets is used in perfanogaevaluation and rewarding system.

China North Industries Group Corporation

China North Industries Group Corporation (hereeratibbreviated as CNGC) is an
important mega state-owned key enterprise undediteet administration of the Central
Government and a strategic group of China to réaathallenges and crises. CNGC
brings together the key research and productiooe®iof Chinese ordnance industry,
representing the development direction and levelChinese ordnance industry. The
Group owns over 120 research institutes, tradinghpamies and manufacturing
enterprises and nearly one hundred overseas td§ldistributed in scores of countries or
regions. CNGC has RMB 100 billion of total assatd aver 300 thousand employees.
CNGC is the largest weaponry-manufacturing groughima. It researches and develops
high technological weapons of various areas suctprasision striking, amphibious
assaulting, long-range suppression, air defensemassile, information night vision,
high effective destruction, etc. for the army, naagd air force as well as the arms of
other services.

V. Comparative Analysis
Differencesin Budgetary Control Systems

Table 1: Overall Description of Different CompanieBudgeting Control

China Sinochem CRC CNGC
Minmetals
Ilfunction Description  of N N N
o strategy
budgeting| Resource N N N N
planning and
allocation
Process control N N N N




Performance N N N
evaluation

2. How to add strategy Strategy- Strategy- Strategy- Strategy-
orientati | annual annual strategy map BSC - task
on in operating plar] operating plan — KSFs/KPIs| budgets -
plannin | — budgets and— budgets angd-— action| financial
gand | targets; targets; plans —| budgets
allocati | To establish To establish budgets;
ng the the The budgetg
resourcg comprehensive comprehensive include
s? budgeting budgeting strategic

system that system  that budgets ang
contain contain operational
financial strategy budgets, anc
measures, nor-management | the
financial measures, riskmonitoring
measures, angdmanagement | benchmark
organizational | measures, fungdof them
measures; management | differs.
measures;

3. How to implement Quarterly Quarterly Quarterly Quarterly
budgeta| conferences, | conferences, | conferences,| conferences,
ry analyze analyze but not to analyze
monitor | differences differences use budget | differences;
ing? and provide and provide | monitoring

solutions solutions to constrain
the
operation,
rather to
flexibly
adjust to
market

4. What'’s the relationship | No link. Budget target§ Emphasize | Budget

between performance are among the| relevant targets are
evaluation and rewarding measures used performance| among the
system? in measures, do measures
performance | not solely used in
measurement.| rely on performance
budgets measurement.

5. Is there any behavioral | Yes. Use Yes. Yes. Yes.
problem| resource Emphasize Emphasize | Emphasize
in allocationto | less on the link less on the | less on the
budgeti | constrain the | between link between | link between
ng? bargaining in | budget targets| budget budget

budgeting; the| and targets and | targets and
budgeting is | benchmarks | benchmarks | benchmarks




linked to used in used in used in

performance | rewarding rewarding rewarding
evaluation system; Use | system; system;
system; resource budgeting is

allocation to | mainly
constrain the | viewed as
bargaining in | the resource

budgeting; allocation
Use corporate | tool.
culture to

alleviate the

problem;

6. Does budgeting system| Yes. Using Not much. Yes. Using | Yes, using
lack rolling rolling “dynamic”
flexibili | budgeting. budgeting. | management
ty? and
What'’s exceptional
the management
solution
?

From above we can see that all four companies hesemulated some experience in
utilizing the budgeting system. The commonalitietheir budgeting system include:

(1) All companies emphasize the linkage of budgestrategy although they use
different documentation and mechanisms includinguahoperation plan, task budgeting
or strategy maps; (2) All companies realize thamnpetitiveness in market leads to
excellence in financial performance measures. Thhs, budgetary system should
supplement financial performance measures with fir@mcial performance measures
and should keep tracking those measures; (3) Atipamies use budgeting system to
reevaluate strategy. Former studies show that kingdgsystem can be a mechanism to
communicate, to learn and to create, which is nafirgdraction control” in Simons’
theory (Simons, 1995). Simons also suggests tlaimd@n feature of interaction control

is that managers from different hierarchies commatei regularly about the budgeting




execution, discuss the differences between prajectambers and actual performance,
and how to adapt to environmental uncertainty.hist wway budgeting system can serve
as the “database for organizational learning”. @eld evidence shows that, all the four
companies use quarterly budgeting conferencesst@mheate strategy and redesign future
action plans; (4) All companies notice the behaliproblems exist in budgeting control
and use similar solutions to reduce the budgettgksand other bargaining costs. A
primary solution used by those companies is naelp solely on budgetary execution
when evaluating managers. Instead, companies ss®ibal data and industry average as
the benchmark, so the motivation to lower budgetargets is lower. China Minmetals
and Sinochem also use resource allocation to retludgetary slack, and to increase
interest congruency by corporate culture; (5) Allif companies realize that the rolling
budgeting is necessary in increasing budgetingesyst flexibility; (6) All companies
focus on the resource allocation function and thecgss control function of the
budgeting system. However, they rarely rely on letdgy targets as the benchmark for
performance evaluation. This suggests the “patlem#gncy” in management accounting
change.

Those four companies also have differences, whidonsistent with the contingency
theory. No company in our investigation rely totatin documentation from consulting
companies, instead they adaptively utilize the letaly techniques and budgetary tools
considering environmental factors such as compatitvel, uncertainty, regulation and
customer bargaining power. For example, Chinamiahfetuses on cash flow budget
considering their mine trading business faces Higttuating market and thus the needs

of funds are very sensitive; Sinochem views budgeéis a primary tool to control risk,



and budgets in Sinochem include financial meas@®swell as risk, cash flows,

compensation measures to guarantee that risksisitdey controllable and affordable.

What's special about CRC is that budgets are divid'o strategic budgets and

operational budgets using different benchmarks,difierent budgets rank differently in

strategic resource allocation list.

Differences in the balanced scorecard

Table 2: Overall Description of Different Companiesusing the balanced scorecard

Sinochem CRC
China CNGC
Minmetal
%dngi%% (1) describe the N
strategy
(2) manage th¢ N
strategy
(3) evaluate the N N N N
strategy
2. Classification of Financial Financial Financial Financial
perform | measures, measures, measures, | measures,
ance operational Cash flow| customer process
measur | measures, measures, measures, | measures,
es strategic Risk  control| process organizationa
measures, measures, measures, | measures,
Organizational| Strategic learning
measures, measures, measures
3. how to select measuresf?  Mainly from Mainly from Strategy map| Based on
budgeting budgeting strategy and
system system annual
performance,

4. any causal relationship | No No Yes No
analysis in non-financia
performance measures
and financial
performance measures?

5. weights on differentNo precise Based on priofl Based on Based on
measures in description, experience, | prior prior
performance evaluationNon-financial | and adjust experience, | experience,
system? measures weights industry industry

account for according to | average, average,
less than 15% | different strategy strategy




hierarchies execution, ng execution, no
and strategic | explicit explicit
orientations | statements | statements
about about weights
weights on | on measures
measures
6. rewarding system based Overall scorg yes yes Linked, but
on the balanced scorecardfrom BSC is not all.
one
consideration,
but not all.
7. the most difficulties in | Difficult to | Difficult to | Difficult to | Difficult to
executing the balanced guantify select the nontfind identify
scorecard measures, lackfinancial guantitative | targets  anc
of historic data] performance | measures benchmarks
measures that
is related to
strategies

From above we can tell that different companiesiardifferent stages of using the
balanced scorecard. Beside CRC, other companiesitiia a very preliminary stage of
using the balanced scorecard, and the only “batineceanagement is that they
supplement financial measure with non-financial soees. In contrast, CRC does begin
to use the balanced scorecard to describe strategpsure strategy and evaluate strategy.
The core steps of using the balanced scorecardidec!(1l) to establish the causal
relationship between strategy, targets and measmcesubject them to rigorous business
model testing; (2) to establish the link betweeraleation score and managers’
compensation package. These two steps are nompries€hina Minmetals, Sinochem
and CNGC since they never investigated whether saowfinancial performance
measures are leading indicators of financial peréarce measures and stock holder value.
Then did the balanced scorecard do any good t@ tieee companies? One manager in

the interview gives the following comments: “The shonportant thing is the philosophy



of balanced management and strategy communicatairihe detailed technical issues.”

The limited usage of the balanced scorecard cantbgpreted using the management
accounting change theory: (1) Organizational cdjpwlm analyzing strategy and making
decisions. The balanced scorecard can describestthgegy precisely, but can not
substitute the strategy analysis and decision ngakself. The clear strategy positioning
is the necessary condition to execute the balarsmedecard system. Without that
capability, the company can not effectively use Hadance scorecard. (2) Technical
constraints. Issues such as how to identify thgetar of non-financial performance
measures, how to place weights on different measuréow to report the overall score
from evaluation and how to link score to compermsatre viewed by all four companies
as the bottlenecks in executing the balanced saodeKaplan and Norton (1996) suggest
that it takes time to accumulate data to prove tteatsal relationship exist among
different measures in the scorecard. The time deram be fairly long that it takes quite a
few years. In the short term managers have to oelysubjective judgment to place
weights on different measures. Some manager fremntierview argues that “Based on
the information system of state-owned firms at entistage, it is impossible to have data
to establish causal relationship between measures.”

Differencesin ABM and EVA

Table 3: Overall Description of Different Companiesising ABM and EVA

China Sinochem CRC CNGC
Minmetal

1. No Discussed aboutNot on the list No.
understanding that but is
and usage of constrained by
ABM current

information

system level




2 No Discussed andEVA is considered in No.

understanding company doesn’trewarding  system,
and usage of agree with single but not too much.
EVA measure

management, plu
the  adjustment
from EVA to
profit is too costly

[72)

All four companies do not use ABM or EVA as theirinpary management control
tools. In the interview only CRC considers EVA ionus plan, and only Sinochem
mentioned that ABM might be brought in to improwstmanagement in the future.

Management Circle of the different tools: how to link budget with the balanced
scorecard?\

The management control system of one company shoadldde the organizational
objectives, strategy plans, performance measuregormance targets, bonus and
punishment and etc. (Otley, 1999) Budgetary consygtem has been playing very
essential role in linking those factors and thusesy important in management control
system. What's worth mentioning here is that inergcyears, Chinese firms begin to
implement the “master budgetary management”, whiaiow viewed as a substitute for
the management control system. On the other haedydlanced scorecard also evolves
and can be an integrated control system. Thusgoestion is: do we really need the two
tools to coexist in our organizations? And whentthe tools coexist in one firm, how do
we integrate the usage of them?

The answer to the first question is quite obviollee resource allocation and
planning function of budget can not be substitutgdthe balanced scorecard, but the

strategy communication and KPI selection rely momethe balanced scorecard. Thus,



those two tools have overlapping functions and dishould consider how to integrate
them.
Table 4: the linkage between budgetary control #mel balanced scorecard in

management control system

The balanced | Strategy> strategy map> the balanced scorecat¥ action

scorecard plan-> budgeting> evaluation and compensation
Traditional Strategy planning> annual operation plaf® budgeting>
budgeting evaluation and compensation

China Minmetal Strategy planning annual operation plaf® budgeting>
the balanced scorecaf evaluation and compensation
Sinochem Strategy planning annual operation plat®» budgeting>
the balanced scorecaf evaluation and compensation
CRC Strategy> strategy map> the balanced scorecaf? action
plan-> budgeting> evaluation and compensation
CNGC Strategy planning® the balanced scorecat¥ task
budgeting> financial budgeting> evaluation and
compensation

The balanced scorecard theory regards strategy map-> the balanced scorecard
-> action plan - budgeting” as an ideal circle in implementing the balancedestard.
That is to say, budgeting resource allocation ghoely on the action plan based on the
balanced scorecard, and the budgeting should bengersed into operational budgeting
and capital budgeting.

Deter minants of adoption of different management control toolsin Chinese firms

The determinants of management accounting changedes two categories of
factors, the decision factor and the implementatamtor (Innes & Mitchell, 1990; Cobb
et al. 1995) In the following analysis we’ll dissuhem separately.

(1) Decision factors. Decision factors refer to ghofactors that will lead to

management accounting change, which include enwieotal factors and firm internal



factors. Decision factors mainly include capabijlisjze, competition level, delegation
level, support from management and etc. (WilliamsS&man, 2001; Chenhall et al.
1998). Former research suggest that the reforméngamics setting is the primary factor
that lead to Chinese enterprises seeking for nemagement accounting tools.

Table 5 Decision factors of Chinese enterprisesigasof management control

systems

China Sinochem CRC CNGC
Minme
tals

1. expectation from government
2. suggestions from consultingx * *
rcompanie
3. the change in corporatex % * * k% * % X% * k%
environment and strategy
4. internal needs of corporate * % * %
nmanagement innovati
5. idea of CEO * % * % * %
6. proposal of financial *
lepartmer
7. others

Note: * * * very important;* * important; * not that important

The field evidence suggests that environmental g@has the primary determinant of
Chinese enterprises seeking for new managementotdobls. However, our interview
also shows that internal factor began to come ice since as hierarchies increase in
the firm, without effective management control ®tile companies may not even survive.
Thus bringing in new management control systemsiserore viable.

(2) Implementation factors. The implementation dastrefer to those factors that
improve or impede the corporate execution of mameye control systems. Argiris &

Kaplan (1994) suggest two guarantees in organizadopting new management tools:



sufficient training and support from managementielgls (1995) emphasize that the
behavior factor and the organization executive aldeis are important in deciding

whether the new management control tools can beesaful. Shields argues that support
from CEO, linkage between the tools and the perdmre evaluation, training, explicit

delegation of decision rights are important, wiéehnical variables such as information
system and outside consulting are secondary facfmtker (2000) suggests that the
impeding factors include: cost of change, lack lufitg, inertia of management, lack of

technical support and etc. Connor et al. (2004) fimat the impeding factors of Chinese
firms implementing new management tools includevegoment interference, lack of

management capability, workers’ inertia and etc.

Table 6 Implementation factors of Chinese enteegtiasage of management control

systems
China Sinochem CRC CNGC
Minmeta
I
1. support from managementx * * * % % * % x * K %
2. sufficient training * *
3. understanding and * * * % * *
acceptance from workers
4. suggestions from *
consulting companies
5. related technology suppoft* * * %
6. execution team from | *x % * % * * %
multiple departments
7. capability of accountants
8. others

Note: * * * very important;* * important; * not that important
The most important implementation factors rankedhmge four companies include:
support from management, execution team from maltggams and understanding of the

workers, which is consistent with former studiehieT*human” factor is especially



significant since in China, the management philbgogocuses on ‘“relationship
coordination” instead of on “problem solutions”, atls more, Chinese philosophy
emphasizes more on “team value” rather than onividdal value”. Thus, when
executing a new management system, it's fairly irtgn to receive understanding and
acceptance from managers and workers.
VI. Conclusion and Limits

Field evidence show that, under the macro reform@mpnomics setting, the
increasing level of environmental uncertainty, ek of ability in management control
motivate Chinese state-owned enterprises to seekef@ management accounting tools.
Those firms are experiencing the exploratory stafj@dopting and executing those
management accounting techniques. A few commoeslitinclude: (1) The
comprehensive usage of management accountingitwhlgling the balanced scorecard.
Although some consulting companies may argue thgtesmanagement accounting tool
can be used exclusively in an organization, firrasegally use a management accounting
tool package which combines and integrates seweaabhgement accounting tools. Those
four companies in our case study use the balancectard together with budgetary
control system. However, they are in a very preiemny stage of using the balanced
scorecard to communicate and reevaluate strate®M Aand EVA seem not very
prevalent in Chinese firms. (2) Relatively good fpenance effects. Although
interviewees agree that the usage of those manageroetrol tools are not ideal, they
are positive in that bringing in the modern manageircontrol tools can improve the
corporate strategy execution ability, risk contaddility and to improve the resource

allocation efficiency.



The limits of the studies go as follows: (1) thenpanies included in our study are
among the biggest companies which are supervisedtlyi by the State-owned Assets
Supervision and Administration Commission of the Sate Council, which have similar
sizes, management cultures and institutional backgts, thus the generalizability of the
study is limited; (2) Due to the corporation padgj the interview mainly focuses on
corporate manager level and doesn’t further ingswvidivision managers, so future

studies including more division level interviewshagther prove or reject our conclusion.
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