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Abstract

The general objective of this study is to contribute to the understanding of the relationship
between strategy and organizational structure, namely how the use of Management
Accounting and Control Systems (MACS) contributes to the successful implementation of the
internationalization strategy and consecutively to the improvement of the company’s
performance.We conducted a single case study in a Portuguese company in the services
sector using interview and desk research. The company’s internationalization model (IM)
was characterized and studied through a process approach. Subsequently, the relationship
between the MACS use and the implementation of the internationalization strategy were
analyzed. Results suggest that MACS were not only instrumental to the implementation of
the company’s internationalization strategy, but they also “shaped” it, and were “shaped” by
it.

The study contributes to the MACS literature showing how the internationalization process
and the MACS use fit to improve the company’s performance.
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Introduction

The internationalization is currently
considered as one of the companies’
competitiveness factors and growth

strategies (Welford and Prescott, 1994).
However, the adoption of this strategy is
not simple (Fernidndez and Nieto, 2005).
The current instability forces and
constrains the companies to constantly
adjust their activities in order to grow. In
this process, there is a systematic
adaptation between strategy and structure.

Chandler (1962) concluded that the
companies’ structure was adjusted to their
strategies, thus finding an intimate
relationship between the strategy and the
organizational structure. Therefore, it is
perceptible that the structure depends on
the contingencies of each organization at a
given moment. Hence, there are variables
that contribute to this, such as strategy,
environment, and technology (Chandler,
1962). This fact leads several authors to
assert that there is no single, universal
technical structure of management control.
[t changes with the company’s internal and
external characteristics (Otley, 1980;
Chenhall, 2003).

The relationship between
internationalization and MACS has been
widely studied in the literature (Haldma
and Laats, 2002; Luther and Longden,
2001; Carenzo et al, 2011), however there
is no reference to the relationship between
a particular IM and the company’s MACS
use during the development of the process.

Thus, with this paper, we try to answer the
following questions: (1) How does the
internationalization strategy imply (or not)
changes in the MACS use? and (2) How
does the company’s MACS use facilitate (or
not) the implementation of the
internationalization strategy?

A qualitative research study was
developed, through an exploratory case
study, in a Portuguese company in the
service sector, in engineering and in
consulting. This company represents a
successful case of the implementation of an
innovation-related IM (I-Model).

In terms of structure, after this
introductory  section, this study is
composed by a literature review section.
Next, the methodology is presented and the
empirical study is analyzed. Finally, in a
third section, we present the results’
analysis and discussion. We also present
the study’s conclusions, its limitations and
some lines for future research.

Literature Review
The internationalization process

The internationalization of a company
consists in the extension of its strategies of
products-markets to other countries, from
which a total or partial replica of its
operational chain results (Roque et al
2018a; Roque et. al. 2019). Faced with
ever-changing markets, the companies
must  necessarily adapt to their
environment, in order to respond to the
emerging challenges. The need for
innovation at an organizational level has
become permanent.

Murteira (1997) states that the degree of
an organization’s innovation can be
justified by three levels of behavior of the
company: (1) the external level, including
products and markets; (2) the internal
level, namely; technological equipment and
processes, human resources, organization
and R&D, and (3) the level of systemic
positioning, internationalization and trans-
nationalization strategies, mergers,
strategic alliances, joint ventures, etc. In
this last level (the level of an organizational
behavior of systemic positioning), the
internationalization process of the I-Model
company is seen as an innovation and
underlies an incremental performance in
the internationalization of the companies
(Andersen, 1993; Rogers, 1962).

Innovation models view the
internationalization as a process in which
the steps are analogous to adopting a new
product (Rogers, 1962). Each stage in the
process is seen as an innovation for the
company (Bilkey and Tesar, 1977, Cavusgil,
1980 and Reid, 1981), allowing
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contributing to its incremental

development.

Some approaches to the I-Model gradually
represent the various phases of the
internationalization and they consider that
the action of an external agent is an
incentive to start the process. However,
according to Andersen (1993), the
interpretation of the differences about the
internationalization process’ nature is only
a semantic question. This author argues
that this model is developed based on
innovation in the business perspective. To
Lin (2010), the different stages of the I-
Model are related to the export rate, which,
in turn, is proportional to the company’s
turnover, and the company progresses in
the process as turnover increases.

There are many models developed that
compete for the I[-Model classification,
namely with regard to the companies’
involvement in the export process and in
the perspective of adopting innovation.

In our study, we analysed the four most
relevant innovation models in different
phases of the process, such as Bilkey and
Tesar (1977), Cavusgil (1980), Czinkota
(1982) and Reid (1981), and also we
highlight the study of Leonidou and
Katsikeas (1996) which contributes in this
area.

Analysing the different perspectives of the
most relevant innovation models, we
conclude that the internationalization
decision is affected by different Push or
Pull forces (Andersen, 1993).

To Bilkey and Tesar (1977) and Czinkota
(1982), the model is divided into six
phases. The company is not interested in
exporting, in phase 1 and it only satisfies
unsolicited orders. It is, however, partially
interested in phase 2 which leads to the
conclusion that there is a “push” or an
external change mechanism that initiates
the export decision. To Cavusgil (1980) and
Reid (1981), the model is divided into five
phases and the company is more interested
in exports and it is more active during the
early stages. In these models, there is a
“pull” mechanism or an internal change
that explains the transition to the next
phases (Lin, 2010).

Leonidou and Katsikeas’ (1996) model
allows characterizing, the companies’
exporting process in three phases: (1) pre-
involvement, which  assembles the
companies that only sell
domestically/nationally and which are not
interested in exports, and also those that
consider the possibility of exporting and
those that have already developed this
process and have since been interrupted;
(2) initial involvement that gathers
companies that export sporadically, and (3)
advanced involvement, which involves
companies that export regularly to various
markets and  which may  have
characteristics that commit them to a
greater involvement in the
internationalization.

Management Accounting and Control
Systems use

The MACS is a structure that
simultaneously contemplates an
information network, in which the system
collects, processes and communicates
information and other types of
relationships that discipline and influence
behaviours’ (Roque et al, 2018 b).

A MACS’ dimensions’ approach is usually
used in management accounting research,
because it allows considering specific, more
tangible aspects and, at the same time,
more subjective, more intangible objectives
which a macro perspective would not
allow.

In this paper, we consider two of the most
referenced dimensions in the MACS
literature, namely; the diagnostic and
interactive uses of MACS (Cf. p. e. Agbejule,
2006; Ahrens and Chapman, 2004; Ballvé,
2006; Bisbe and Otley, 2004; Hartmann
and Vaassen, 2003; Henri, 2006; Naranjo-
Gil and Alvarez-Dardet, 2006; Naranjo-Gil
and Hartmann, 2006, 2007; Roberts, 2003;
Sjoblom, 2003; Thorén and Brown, 2004),
grouped into a category named the style of
use of the MACS (Novas et al,, 2017).

Some authors (Agbejule, 2006; Bisbe and
Otley, 2004; Henri, 2006) argue that there
is a complementarity between the various
system’s dimensions. In the case of the
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information use, an association is detected
between the “diagnostic” and the
“interactive” dimensions.

These dynamics, according to Simons
(1991, 1995), allow managing the
organizational tensions that derive from
the wusers’ interests, either from the
“diagnostic” type dimension information
associated to a more traditional role, or
from the one that derives from a system
with a more “interactive” role associated to
more active systems.

Thus, it is natural that, as the MACS’ use
evolves from a “diagnostic” type to a
combination of both or only to an
“interactive”  system, the dynamics
generated by the contradictory, but
complementary, elements inherent to each
of the dimensions’ increases (Naranjo-Gil
and Hartmann, 2006; Tuomela, 2005; Henri
2006).

The systems in which the style of
information use is “diagnostic” are formal
systems that the managers use to control
results and correct deviations from the
established performance objectives. These
are limited systems, regarding the search
for innovative solutions and the
identification of opportunities, once the
attentions are essentially addressed to the
performance variables (Simons, 1995).
These are systems characterized by the
ability to evaluate processes’ outputs, by
the existence of measures that exist to
allow for comparison and corrective
measures to deviations which will equate it
with  the traditional definition of
management control (Simons, 1991).
Success factors are simply defined, and
involvement is simply implicit in an already
deliberate strategy (Pesalj, et al.,, 2018).

The “interactive” type systems are systems
that foster innovation, learning and the
search for new solutions which triggers the
emergence of new strategies, as their
participants interact and respond to
emerging opportunities and threats (Novas
etal,, 2017). These are less restricted, more
superficial and, at the same time, more
informal control systems. The control is
focused on communication and

cooperation, which allows information to
flow and fosters debate and dialogue
within the organization itself, thus forming
the  fundamental mechanisms for
knowledge creation and integration
(Agbejule, 2006). In these systems, the
manager reports the system’s use
personally, regularly and frequently to his
subordinates. It is used to define regular
meeting schedules of interconnection with
direct subordinates and others in order to
review data and the action plan’s results
(Simons, 1991).

The relationship between MACS (use)
and the I-Model

The relationship between the
internationalization and the MACS use is
systematically adapted, since we assume,
similarly to several authors (Samson et al,
1991; Simons, 1987, 1990; Henri 2006),
that the strategy changes and conditions
the organizations’ structure, namely; the
MACS (Chandler, 1962).

This structure adaptation to the strategy is
easily understood in models based on
innovation, such as the I-Model where the
simple export process is, as we have seen,
considered an innovative process (Rogers,
1962; Andersen, 1993).

Gomez-Conde et al. (2013) studied the
internationalization’s direct effect,
mediating effect and moderating effect on
the relationship between the MACS
interactive use and innovation. Despite the
direct and positive relationships between
the internationalization degree and
innovation, the authors failed to
demonstrate the mediating or moderating
effects of internationalization in the
relationship between the MACS and
innovation. However, the authors found
statistically significant relationships when
the sample is disaggregated according to
the internationalization degree. The
authors argue that a less interactive use
can jeopardize innovation;

“In highly internationalized
companies, it may occur that too
high an internationalization degree
is reached that it may be excessive
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or inadequate and may create
dysfunctions. The results suggest
that the less interactive use of the
MCSs can contribute to reducing
the risk of internationalization, but
will consequently mitigate the
positive effect that the interactive
use of the MCSs could have on the
Commitment  to Innovation.”
(Gomez-Conde et al., 2013, p. 62)

One of this work’s great contributions is
the conclusion they have reached, since the
MACSs’ interactive use is not necessarily
the only source of information and
motivation that leads companies to a
greater commitment to innovation. The
impact of the MACSs’ interactive use varies
according to the internationalization level
the company is at.

Hence, the I-Model supports itself in a
MACS that includes a dynamic style of
information use (Simons, 1995), the
diagnostic and interactive type that
enables to make comparisons and take
corrective measures to reduce deviations,
as well as in systems that allow
communication and cooperation in order
to let information flow and develop
knowledge (Simons 1991, 1995), essential
for the development of IM, such as I-Model.

Methodology

In order to examine the relationship
between the model adopted in the
internationalization process and the MACS
use, and similarly to other studies (Simons,
1990; Archer and Otley, 1991; Francisco
and Alves, 2012) a case study was
developed in a Portuguese company in the
services sector. Our research questions,
how does the internationalization strategy
imply (or not) changes in the MACS use?,
and how does the company’s MACS use
facilitates (or not) the implementation of
the internationalization strategy?, which
call for a qualitative approach. According to
Yin (2014), when it comes to “why” or
“how” questions, conducting a case study is
the most appropriate research method. The
proposed research model is presented in
figure 1

Two MACS use dimensions (interactive use
and diagnostic use) were analysed. These
dimensions were related to the I-Model
characteristics and to the different phases
of evolution of the model, as proposed by
Bilkey and Tesar (1977) and by Leonidou
and Katsikeas (1996).

We assume that the I[-Model must be
supported by a “diagnostic” use of the
MACS in the initial stage of the process
development (phase 1), and by a more
interactive use in the subsequent phases
(phases 2 and 3).
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MACS' Dimensions

DIAGNOSTIC

isn

INTERACTIVE

Internationalization Model

I-model Phases

1st phase: unsolicited exports (Bilkey
and Tesar, 1977) or pre-export phase
(Leonidou and Katsikeas, 1996)

2nd phase: exports to geografically

closer countries (Bilkeyand Tesar, 1977)

or phase of "trail" exports (Leonidou
and Katsikeas, 1996)

3rd phase: exports to geografically
more distant countries (Bilkeyand

Tesar, 1977) or advanced export phase
(Leonidou and Katsikeas, 1996)

Figure 1: Research Model

Source: Own

The company studied develops its activity
in the construction industry and civil
engineering sector, namely engineering
projects elaboration, and was selected by
convenience, due to its participation in the
“IX Symposium COTEC Europe”, on
February 10, 2017. This company assumed
that the commitment to the
internationalization of its services was
based on innovation, which simultaneously
boosted its performance and
organizational growth.

Hence, we have sought to understand how
the IM influences and/or is influenced by
the MACS use. To this end, and similar to
other studies (Naor et al., 2015; Pellinen et
al, 2016) a qualitative research work was
developed, embodied in a single case study
(Yin, 1993, 2014). The data collection was
performed through a semi-structured
interview to the company’s CEO
(responsible person for the process), with
questions that were adapted from other
studies (Burns et al, 2002; Major et al,
2010; Novas et al.,, 2017).
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The information was also interpreted and
triangulated, based on documentary
analysis of information provided by the
company. The interview and other data
collection took place between September
and December 2017.

Empirical Analysis
Company'’s Description

Procifisc - Engineering and Consulting, Lda
(http://www.procifisc.pt/) is a Portuguese
Company that develops their activity, since
2007 in the sector of engineering,
architectural and consulting services. It has
3 non-subsidiary companies, that is,
companies from the same economic group,
where there is no account consolidation.

Research, development and innovation are
the company’s biggest bets to ensure a
sustained growth, based on the creation of
new products and services that are
increasingly adapted to the market's
evolution which allows characterizing the
internationalization process as a process of
“adoption of innovation”, as suggested by
the I-Model.

Analysis of results
Procifisc Internationalization Model

The Procifisc internationalization process
started in 2012, due to a need for the
company’s expansion and growth. Procifisc
CEO compares its work with what “the
Portuguese navigators did 500 years ago”,
justifying that the uncertainty leads to the
knowledge discovery and development.

There was an adaptation to the innovation
potential, regarding responsiveness and
the creation of new services that were
scarce in the market (Cunha and Verhallen,
1998). The process is assumed as an
innovation for the company and it allows
its incremental development, as suggested
by Bilkey and Teaser (1977), Cavulgil
(1980) and Reid (1981). It is, thus, latent to
verify that the model adopted by the
company is the I-Model.

The way of entry and establishment used
by the company in the international market
was initially through sporadic exports and
through the establishment of companies in
the host country at a later stage (Bilkey and
Tesar, 1977, and Leonidou and Katsikeas,
1996).

After this first analysis, we find that on the
basis of the characterization of the I-Model
presented by Andersen (1993), the process
was developed after 5 years of the
company’s activity pre-exports phase and
the whole process is based on a
behavioural theory that stems from an
incremental form.

The process was facilitated by the host
countries’ contact and linguistic proximity,
which, as we have previously seen,
constituted a criterion for ranking the
international markets. This confirms and
characterizes the I-Model’'s second phase,
that is, the phase in which the process’
design and development begins, in an
active way, to geographically and culturally
closer countries.

Currently, Procifisc has three legally
established companies abroad: Angola
(since 2014), Sao Tome (since 2013) and
Brazil (since 2014). It exports to Mexico,
Spain, the Dominican Republic (since 2015)
and to Mozambique and Timor (since
2016). The future was projected to the
foreign markets, namely; Africa and South
America.

The international scenario and the current
situation favour cooperation between
people and companies aiming the
exploration of all the means and paths to
business success and the
internationalization process development.

The description of the internationalization
strategy once again corroborates the I-
Model characterization; namely the third
stage of the process development,
according to Bilkey and Tesar (1977) and
Leonidou and Katsikeas (1996) where
exports are progressively assumed to
geographically more distant countries and
an advanced export phase is reached.
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Evolution of the Procifisc’s Management
Accounting Control Systems

In order to characterize Procifisc’'s MACS
use during the IP, we questioned the
interviewee about the main changes in the
Management Control during the last years.
The CEO noted that “to keep up with the
company’s growth, it was necessary to
create a cohesive and trustworthy
structure for the management body to
draw the necessary conclusions for the
decision-making at all levels of the
business. The management, accounting and
control of everything are possible, as long
as there is a system that reports the
various situations, whether financial or not.
The dialogue, the meetings and analysis are
also fundamental.”

The CEO believes that the MACS use
provides useful information to support
decisions and define strategy. It allows
guiding the management for the
investment or not.

The accounting system in international
companies is controlled locally; however, it
lacks weekly reporting to the CEO. The
system works, as well as a qualitative
control mechanism (Pinz6n et al, 2011),
with two different dimensions, one side of
interaction through meetings and contacts
with intermediaries and, another side, of
diagnosis, with reports analysis. These
conclusions are similar to those of
Ramirez- Garcia et al. (2013), a system that
allows measuring results and controlling
deviations (Simons, 1995).

The relationship between Procifisc I-
Model and MACS use

The relation between the defined strategy
and the system use is, therefore, registered
and validated. The style of wuse of
information is more objective, more
synthetic and interactive.

Through Procifisc’s constant concern to
continually detect the global market’s
needs and to accurately identify the
customers’ requirements and expectations,
the company has been extending its
activities scope to international markets.

This company began its process, after 5
years of activity, based on the sporadic
export of its services. Only later did it
consolidate this process through the
companies’ opening in the international
market.

Analysing all the historical evolution and
the subsequent internationalization
process evolution, we conclude that the
adopted model uses the information
reported by the MACS through a diagnostic
approach, fundamentally in the first phase,
and the beginning of the development of
the second stage of the process. That is, at
the stage of unsolicited exports (Bilkey and
Tesar, 1977) or pre-exports stage
(Leonidou and Katsikeas, 1996) and in the
phase of exports to geographically closer
countries (Bilkey and Tesar, 1977) or
phase of export “trail” (Leonidou and
Katsikeas, 1996). In the second phase,
there is a complementarity between the
various system dimensions (diagnostic and
interactive), similarly to that advocated by
several authors (Agbejule, 2006; Bisbe and
Otley, 2004; Henri, 2006). In these phases,
the MACS supports and is used to control
the achievement of results and to correct
deviations from the previously established
performance objectives and it allows, or
not, the evolution to subsequent phases. It
should be noted that reports are analyzed
for this purpose.

Analyzing the model’s evolution, we verify
that it is supported in a MACS of
interactive use, in the most active phases
of the process, namely in phases 2 and 3,
that is, when developing exports, either to
countries geographically closer or more
distant, or in the advanced export phase
(Bilkey and Tesar, 1977; Leonidou and
Katsikeas, 1996). According to the CEO, the
MACS “provides daily information, which
facilitates the control and it allows
verifying the report’s information and
aiding in our decisions.”

At this stage, although the company is
controlled locally, the CEO analyzes the
weekly information report which is sent to
him in a formal way, which facilitates the
CEO’s control and allows, as Simons (1991)
suggests, setting agendas of regular
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meetings for the interconnection with
direct subordinates and others, in order to
review data and the action plan’s results.

“In practical terms, we choose to continue,
discontinue or simply give wup the
internationalization process, in a given
market, through the results we obtain
whether they are financial or non-
financial, and this basis is given by the
information analysis that is reported by
the MACS.” (CEO). After this analysis, we
conclude that there is a strong relationship
between the MACS use and the IM

(strategy).

Conclusions, Implications and Lines for
Future Research

The IM followed by the company fit the
models presented by Bilkey and Tesar
(1977) and by Leonidou and Katsikeas
(1996), which allows us to conclude that
the model adopted by the company is the I-
Model.

Procifisc adapts its MACS' use as the
internationalization process evolves. The
MACS use facilitates the
internationalization strategy’s
implementation, which reveals that it
contributes to the company’s permanence
and development in international markets.

In phase 1 of the IM, I-Model, the use of the
MACS is more traditional, the information
is used for diagnostic purposes. This result
is based on the fact that the system, at an
early stage, does not have as many
information reporting abilities because the
need is simply little stimulated by the
process. In the following phases, there is a
complementarity between the various
MACS dimensions (diagnostic and
interactive).

Being aware of the limitations of this study,
due to the fact that it is limited to a case
study, which makes it impossible to
generalize the conclusions, we propose this
study’s replication in other companies and
with another dimensions of MACS, and
replicate it through a quantitative approach
to internationalized Portuguese companies.
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