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Abstract

Since the collapse of the Soviet Union, Russia is on the transition from a command economy to a market system. Having undergone fundamental political and economic changes in the last 20 years, Russia is considered to be a significant player in the world economy and an attractive location for foreign direct investments. As a result, Russia is also an important trading partner for Austrian companies that often maintain a Russian sales office, branch or subsidiary. 

It is widely acknowledged and empirically tested that leadership and management theories developed in one culture cannot be easily exported to other cultures. This applies also to management accounting that contributes to the achievement of the company’s objectives and thus takes on an important role in managing the organization. Since people react to situations and interpret information differently depending on the norms of their native culture, cultural differences impact management accounting activities. Despite the growing interest in management accounting in transition economies in general and in Russia in particular, there is still a significant lack of research concerning the influence of cultural factors on management accounting. 

Drawing on interviews with Austrian companies operating on the Russian market, this paper investigates the influence of cultural differences between Austria and Russia on management accounting. Our study does not only aim to enhance the understanding of the needs and particularities of doing business in Russia but also places a particular focus on the context of management accounting by exploring how cultural differences impact management accounting functions such as information supply, planning and control.

Our results reveal that the access to management accounting information as well as the readiness to provide data is significantly lower in Russia than in Austria. Moreover, Austrian employees participate more actively in the planning process, develop more detailed and precise plans and are able to accept objective criticism to a greater extent than their Russian counterparts. Consequently, the study provides evidence that culture differences have a considerable effect on management accounting. This implies that companies entering or already serving the Russian market have to consider these differences in order to design an effective management accounting system. 
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Introduction

During the last 20 years, since the collapse of the Soviet Union, Russia has undergone fundamental political and economic changes in its transition from a command economy to a market system. Today, Russia belongs to the group of eight (G8) and represents one of the world’s major economies. Consequently, it has become an attractive location for investors, amongst others Austrian companies. With a bilateral trade volume reaching the record level of €5 billion in 2008 (Statistik Austria, 2011) Russia is one of the most important trade partners of Austria. More than 1.200 Austrian companies operate on the Russian market, of which approximately 400 maintain a subsidiary or a branch in 50 Russian regions (Pfeffer, 2008). 

The successful operation of foreign sales offices, plants, branches or subsidiaries requires – amongst other management tools – the implementation of a management accounting system in the host country to ensure that managers receive the information necessary for planning, control and decision-making. However, it is widely acknowledged and empirically investigated that leadership and management theories developed in one culture cannot be easily exported to other cultures (Hofstede, 1980; Newman and Nollen, 1996; Paik et al., 2002; Thang et al., 2007). This applies also to management accounting. 

With the aim of advancing the understanding of the needs and particularities of doing business with Russian companies, this paper makes the following contributions: First of all, it provides insights how cultural differences between Austria and Russia affect the management accounting functions information supply, planning and control. Secondly, it develops recommendations for the design of an effective management accounting system for firms entering or already serving the Russian market. 

The reminder of the paper is organized as follows. In the next section an overview of the theoretical background is provided and the relationship between culture and management accounting described. The third part focuses on the results of previous studies devoted to the influence of cultural factors on management accounting, followed by the development of hypotheses. Next, the data collection and methodology used as well as the empirical results are presented. The paper concludes with a summary of our findings, implications for management accounting and possible avenues for future research.
Culture and management accounting
Hofstede (2001, p. 9), one of the most influential researchers in intercultural management, defines culture as "the collective programming of the mind that distinguishes the members of one group or category of people from another." Put differently, culture describes a set of shared attitudes, values and behaviors that allows people to successfully adapt to their environment. 

There are a number of approaches to operationalize the concept of culture and to develop a set of criteria on the basis of which national cultures can be compared. In his seminal study of cultural differences, Hofstede (1983a) extracted four dimensions of national culture, namely power distance, uncertainty avoidance, individualism vs. collectivism and masculinity vs. femininity. 
The most recent study of cross-cultural differences that extended Hofstede's cultural dimensions was conducted as a part of the large-scale research program GLOBE in 62 countries (House and Javidan, 2004). Researchers identified nine cultural dimensions: power distance, uncertainty avoidance, institutional and in-group collectivism, gender egalitarianism, assertiveness, future, performance and humane orientation. 
Power distance and uncertainty avoidance are defined as direct extensions of Hofstede’s work. Power distance describes the degree to which an unequal distribution of power is accepted and expected. In high power-distance cultures people are more likely to approve inequalities, be comfortable with hierarchic organization structures and overestimate authority and seniority. People from low power-distance countries demand more equality in social relations, easy access to superiors and open channels of communication (O’Clock and Devine, 2003). Uncertainty avoidance represents the preference of a society to avoid ambiguous or risky situations. In strong uncertainty avoidance countries rules and norms are important in order to generate stability and pseudo-security, while weak uncertainty avoidance cultures prefer less structure and standardization (Hofstede, 2001; O’Clock and Devine, 2003). 
Individualism vs. collectivism describes the tendency of society members to perceive themselves as individuals rather than members of a group. In individualistic cultures individuals tend to place their own goals and interests above those of other members and are concerned with the recognition of personal achievement and independence (Van der Stede, 2003). On the contrary, people from collectivistic cultures attach great importance to social connections, group harmony and dependencies and postpone their own interests to the welfare of the group (Kraus et al., 2008). The GLOBE study split the concept of individualism/collectivism into two distinct dimensions. While in-group collectivism refers to the extent, to which individuals express pride, loyalty and cohesiveness in their families and organizations, institutional collectivism describes how society encourages and rewards collective action and distribution of resources (House and Javidan, 2004). 

Gender egalitarianism and assertiveness have their origins in Hofstede's dimension of masculinity/femininity. While gender egalitarianism describes the extent to which society minimizes gender role differences and gender discrimination, assertiveness is the degree to which individuals are assertive, confrontational, and aggressive in social relationships (House and Javidan, 2004). 
GLOBE's new dimension of "future orientation" relates to the degree to which people engage in future-oriented behaviors such as planning, investing in the future and delaying gratification (House and Javidan, 2004). Countries with a high score on this dimension (e.g. Japan) are more willing to sacrify current success in favor of future development (O’Clock and Devine, 2003). The dimension of "performance orientation" shows how society members are encouraged and rewarded for performance improvement and excellence (Javidan, 2004). Humane orientation relates to the extent to which individuals are encouraged and rewarded for being fair, altruistic, friendly, generous, caring, and kind to others. 
Table 1 shows the scores of Austria and Russia on the GLOBE-study's dimensions. It illustrates that Austria is characterized by low power distance, a rather individualistic orientation, a low score on gender egalitarianism and a high score on assertiveness reflecting a masculine culture, strong uncertainty avoidance, a rather higher extent of future orientation and a high performance orientation. Russia exhibits high levels of power distance and collectivism, in particular in-group collectivism, but a rather low performance orientation. Russia scores lowest on uncertainty avoidance and future orientation among all participating countries. It is very gender egalitarian but rather assertive, however to a far lower extent than Austria. Thus, Russia is regarded as a rather feminine culture. Since Austria's and Russia's score on humane orientation are relatively similar, it is not considered as relevant for our study and examined further. 
Table 1: Cultural dimension scores of Austria and Russia according to the GLOBE-study  (Sources: Grachev et al., 2007; Szabo and Reber, 2007)

	Cultural dimensions
	Austria
	Russia
	Difference
	Mean

	Power Distance
	4.95
	5.52
	0.57
	5.17

	Uncertainty Avoidance
	5.16
	2.88
	2.28
	4.16

	Institutional Collectivism
	4.30
	4.50
	0.20
	4.25

	In-Group Collectivism
	4.85
	5.63
	0.78
	5.13

	Gender Egalitarianism
	3.09
	4.07
	0.98
	3.37

	Assertiveness
	4.62
	3.68
	0.94
	4.14

	Future Orientation
	4.46
	2.88
	1.58
	3.85

	Performance Orientation
	4.44
	3.39
	1.05
	4.10

	Humane Orientation
	3.72
	3.94
	0.22
	4.09


Two other surveys have identified additional dimensions that seem relevant for our study. In Hall's cultural framework (Hall and Reed Hall, 1990) communication styles are central. It distinguishes between high-context and low-context cultures. Low-context cultures (e.g. Austria) communicate predominantly through explicit, detailed, direct and precise statements. On the contrary, communication in high-context cultures (e.g. Russia) occurs not only through the spoken words. Messages include other communication cues such as body language, eye movement and the use of silence. For this reason, verbal communication in high-context cultures is regarded to be indirect, implicit and vague. A second cultural dimension describes the way cultures perceive and manage time. In monochronic cultures (e.g. Austria) all tasks are arranged and completed one after another, and detailed time schedules and punctuality play an essential role. In contrast, people from polychronic cultures (e.g. Russia) are usually involved in many projects at the same time. Meeting deadlines seems to be secondary as priority is given to the human being and not to tasks. 

In a broad-based survey of cultural differences Trompenaars (1993) extracted seven cultural dimensions that are labeled universalism vs. pluralism, individualism vs. collectivism, neutral vs. affective, specific vs. diffuse, achievement vs. ascription, time and environment are proposed. Since they are similar to some extent to the earlier described dimensions of the GLOBE study or Hall's framework, only one of them (neutral vs. affective) is of primary interest for our study. This dimension illustrates how people display their emotions. While affective cultures (e.g. Russia) do not deem necessary to hide feelings, representatives of neutral cultures (e.g. Austria) are taught not to display their feelings overtly. 
Since accounting systems are developed and implemented within a cultural setting, culture affects management accounting practices. The effectiveness of an accounting system ultimately depends on how accounting information is used by people or influences people's behavior (Hopwood, 1974) and this is shaped to a considerable extent by culture. Hence, management accounting tools acknowledged to be highly effective in one culture could be less effective or even dysfunctional in another environment (Chow et al., 1996). For this reason the design of an efficient management accounting system requires an understanding of the cultural aspects of a particular country (MacArthur, 2006). 
Literature review and hypotheses development
Concerning the impact of cultural differences on management accounting, the attention of scholars focuses primarily on the function of management control in the intercultural context (e.g. Chow et al., 1994, 1999; Van der Stede, 2003). The majority of studies conclude that control procedures cannot be designed without considering the underlying patterns of culture (Scheytt, 2003). Several other surveys (e.g. Rauch et al., 2000; Choe and Langfield-Smith, 2004; Hoffjan and Boucoiran, 2008) investigate the impact of cultural differences on planning, budgeting and information supply and reveal that the national culture influences the behavior and attitudes of managers towards planning and the precision of plans to a great extent. 

Most previous studies focus on cultural differences between the USA, Japan and Germany. Although there is a growing interest in studying management accounting in Russia (Morrison and Abrosimova, 1993; Enthoven, 1999; Taylor and Osipenkova, 2003) and investigating the impact of Russian culture on management activities (Michailova, 2000; Naumov and Puffer, 2000; Grachev, 2001; Grachev and Bobina, 2006), there is still a significant lack of research concerning the influence of cultural factors on Russian management accounting practices. 

As a result of this paucity it was not always possible to deduce hypotheses on the relationship between Russian culture and management accounting from previous research. Instead, we had to rely on general assumptions and interpretations associated with the cultural dimensions presented before and on research conducted in other countries that exhibit similar scores on a particular dimension. 
One of the major tasks of management accounting is to provide managers with the necessary information for decision making, planning, control and performance evaluation (Scarbrough et al., 1991). Considering the process of information supply, cultural differences can affect the types and amount of management accounting information. Managers in masculine low-context cultures (such as Austria) prefer an explicit communication style and are more willing to provide management accounting information. The majority of management accounting information is available in written form (e.g. protocols and records). Feminine high-context cultures (such as Russia), on the other hand, replace open communication by implicit information. Thus, less data is provided and verbal information plays a more important role. Personal contacts, networking and informal information exchange are crucial for management accountants. In order to get access to the necessary data, management accountants are expected to cultivate social relationships within a company and constantly expand their network (Hoffjan and Boucoiran, 2008). Moreover, the level of power distance in a culture has a strong influence on the access to management accounting information. In cultures with high power distance (e.g. Russia) the access to information is based on hierarchical positions of users and therefore is more limited than in societies with low power distance (e.g. Austria) (Komlodi and Carlin, 2004). Based upon these arguments, the following hypothesis can be proposed:

H1: Concerning information supply, verbal information is less important, access to information easier and the management accountants more willing to provide decision-relevant information in Austria than in Russia.

The planning process substantiates what activities and resources are necessary for the achievement of the objectives defined. Four dimensions appear especially influential in planning. A culture's power distance and individualistic orientation determine the degree of participation and centralization that is desired by employees. While participation of subordinates in planning is encouraged in individualistic cultures with low power distance (e.g. Austria), collectivist cultures with high power distance (e.g. Russia) emphasize centralized authority and hierarchical structures. The desire for being part of the decision-making process is less important for individuals from collectivistic cultures (Meindl et al., 1989; Frucot and Shearon, 1991). The ability of a culture to accept uncertainty is probably the most relevant dimension for planning (Rauch et al., 2000). Austria is characterized by strong uncertainty avoidance. Such cultures tend to invest significant resources in planning “trying to beat the future” (Hofstede, 1983b) with the help of very detailed and precise plans (MacArthur, 2006). In contrast, Russia bears the most uncertainty of all countries. In such a regime, detailed and precise planning may even seem dysfunctional because it requires investments and reduces flexibility needed for the successful adoption to the constantly altering business environment (Rauch et al., 2000). Finally, a culture's time orientation has a significant influence on the attitude towards planning. Polychronic cultures (e.g. Russia) tend to have more tolerance for unplanned behavior and less respect for plans (Rauch et al., 2000). Plans and deadlines are considered as reference points that can be easily changed or postponed. In contrast, people from monochronic cultures (e.g. Austria) attach great importance to meeting deadlines. As a result, they are inclined to stick to their plans and perceive changes of plans threatening (Nonis et al., 2005). The above arguments lead to our second hypothesis:

H2: Planning is characterized by a higher degree of employee participation, detailedness and precision in Austria than in Russia.

The control function appears to be affected by the dimensions of individualism/collectivism, masculinity (especially assertiveness), performance orientation and neutrality. As masculine performance-oriented cultures like Austria give a high priority to meeting budget targets and performance evaluation, it is likely that the acceptance of performance-based rewards and sanctions is high. Focusing on performance-based rewards and sanctions without taking into account the interpersonal relationships is less accepted by feminine cultures with low performance orientation such as Russia (Van der Stede, 2003). 

Besides, collectivism and the desire for harmony in social relationships associated with the Russian culture result in the avoidance of conflicts that alienate the group. Consequently, conflicts are not directly addressed, but rather solved through compromises or just ignored. In individualistic masculine cultures (e.g. Austria) coping with conflicts is considered to be an inevitable part of social life. Direct confrontations are perceived natural and conflicts are approached constructively (Ohbuchi et al., 1999). 

Feedback seems to be influenced by culture as well. Especially in collectivistic, affective cultures like Russia, positive feedback is usually considered to be of higher quality and more relevant than negative one (Van de Vliert et al., 2004). For this reason, criticism is considered rather as an offence in Russia than as a chance for improvement (Schwarzenbach, 2009). Due to this reluctance to criticism, Russians might have stronger emotional reactions to negative feedback while representatives of the individualistic neutral Austrian culture seek for feedback and are ready to accept it (Kurman et al., 2003). Based on this reasoning, the following is expected: 

H3: Concerning control activities, Austrian management accountants avoid conflicts to a lower extent and exhibit a higher acceptance of sanctions and criticism than their Russian counterparts.
Research method and results
To test our hypotheses, interviews based on the case study research approach (Yin, 1984) were conducted. Data was collected in 2010 by personal in-depth interviews with management accountants of ten Austrian manufacturing companies. In order to be included in our survey, a firm had to be active on the Russian market with a joint venture or subsidiary and familiar with management accounting. Each interview took approximately one hour and was based on a semi-structured questionnaire enabling the replication of the study. To examine the impact of cultural differences on information supply, planning and control, management accountants had to indicate their perceived agreement with different management accounting practices in Austria and Russia on a scale from 1 (very low) to 5 (very high).
As shown in figure 1, both Austrian and Russian management accountants attach almost equal importance to verbal information, which is in contrast to our assumption. As hypothesized, the access to management accounting information is easier in Austria than in Russia and Austrian management accountants reflect a higher willingness to provide decision-relevant information than their Russian counterparts. Consequently, hypothesis 1 can only be partially confirmed. 
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Figure 1: Impact of cultural differences on information supply

Concerning planning, the findings of the study support hypothesis 2 and illustrate that Austrians participate more actively in planning and use more detailed and precise plans than their Russian counterparts (see figure 2). One of the interview partners described the planning process in Russia in the following way: “Planning means in Russia the definition of objectives. Nobody is concerned about if and how these objectives can be achieved”.
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Figure 2: Impact of cultural differences on planning

In contrast to hypothesis 3, Austrian management accountants seem to avoid conflict even to a slightly higher extent than their Russian counterparts. Concerning the ability to accept sanctions and constructive criticism, however, the data collected confirm our assumptions that Russian management accountants have more difficulties in accepting sanctions and are less open to criticism than Austrians (see figure 3). Several respondents pointed out that objective criticism was frequently regarded as personal criticism by Russian employees and consequently caused frustration and discouragement by the persons concerned. 
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Figure 3: Impact of cultural differences on control
Conclusion 

Our study affirms the impact of a country's national culture on management accounting. Comparing Austria and Russia, the access to management accounting information and the willingness to provide decision-relevant data are significantly lower in Russia. Moreover, Russians participate less in the planning process, develop less detailed and precise plans and accept criticism and sanctions to a lower extent. 
The contributions of our study are twofold. First of all, it provides empirical evidence on management accounting practices in Austria and Russia, two countries that have been scarcely researched. A deeper understanding of the particularities of the Russian culture and how it influences management accounting seems extremely warranted given the potential of the Russian market for international investors and the rapid increase of multinational business activities in Russia in the last years. The comparison of Austrian and Russian management accounting practices contributes to a better understanding of the influence of cultural differences on information supply, planning and control and a further exploration of the differences in management accounting between Western and Eastern Europe. Secondly, for multinational companies that already serve or plan to enter the Russian market the study's findings provide helpful insights into Russian management accounting practices.
Based on our results, the following recommendations for designing an effective management accounting system can be developed. In order to increase the willingness of Russian management accountants to provide information, personal contacts should be intensified. This can be done by modern communication technologies like videoconferencing that enable the exchange of verbal information. The implementation of appropriate incentive systems that encourage Russian employees to participate in the planning process could enhance the overall importance of planning in Russia. In order to increase Russian employees' ability to accept criticism, an organizational culture that tolerates mistakes and allows fruitful discussions should be established. Generally, companies doing business in Russia should be aware of cultural distances and should enhance their employees' awareness of differences in thinking and behavior patterns. 

In interpreting the results of this study and the recommendations for designing an effective management accounting system, certain limitations should be acknowledged. Due to the small sample size, the generalization of the results has to be viewed with caution. Furthermore, since interviews were only conducted with Austrian management accountants, our findings might be biased, reflecting an Austrian perception of Russian management accounting.

In terms of future research, there is a need to study the impact of cultural differences on management accounting activities in more depth. To verify the results of this study, future research could use large-scale surveys and explore the self-reflection of Russian employees in performing management accounting activities. 
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