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internal use of accounting conven-
tions that have been developed and
mandated by external reporting
authorities” [Kaplan, 1984]. Some felt
the arguments supporting the use of
variable costing were not sufficiently
persuasive. It is interesting to note
that the debate concerning which
product costing method is superior
has continued for almost 30 years.

Some of those not following the
prescription were doing so because
they had not been able to success-
fully distinguish between fixed and
variable costs. Identifying fixed and
variable costs in practice is often not
as easy as the accounting literature
implies. Several were not using
different methods because they
believed the benefits did not justify
the costs or they simply did not feel
they had the resources necessary to
implement the prescription. Others
stated the time-worn reason that “this
is the way we have always done it
around here.” Finally, many did not
use two different methods because
they believed the conversion to
variable costing internally would
require wholesale reeducation of the
nonaccountancy managers. Rather
than invest the time and resources to
train a large number of individuals, it
was easier to continue with the use of
absorption costing for both internal
and external reports.

With the exception of the respon-
dents who felt absorption costing was
the best method for internal pur-
poses and those who had difficulty
identifying fixed and variable costs,
the reasons for not changing were
basically non-technical. While several
of the respondents indicated variable
costing was the most appropriate
method for internal purposes, they
thought absorption costing was
sufficient. The implication is that
most of the firms in the study were
seeking a satisficing rather than a
maximizing solution. Consequently,
most of the firms were reluctant to
implement change. This is not sur-
prising from the standpoint of human
relation problems in making change.
This reaction, however, is unex-
pected if change is seen from the
technical point of view because the
technical approach to change views
knowledge as the primary obstacle.
Since knowledge can be obtained
through education, change is seen as
a relatively straightforward process.

Behavioral Implications

Research [Lynn & Lynn, 1984]
into the behavioral approach to
change suggests that successful
change includes several elements:
(1) timing, (2) preparation and
planning; (3) good communications,
(4) support from management, (5)
consideration of resistance, and (6)
participation of operating personnel.
Although most of the firms in the
study were not following the pre-
scription, there were some firms
using absorption costing externally
and variable costing internally. The
ways in which they were able to
implement the prescription illustrate
several of the key elements of the
behavioral approach to change.

The behavioral approach suggests
that successful change requires good
timing. This is particularly true if
there exists a general feeling that the
change is not justified because the
current situation is acceptable. One
of the firms, Martin Industries, Inc.
[Briner et. al] reported that the
change to variable costing for
internal purposes was made possible
by changes in personnel. Another
firm reported that the change to
variable costing for internal purposes
was made possible because of
declining profitability; the accountant
was able to justify the change
because the benefits (economic
survival of the firm) exceeded the
costs necessary for implementation.
The behavioral model recognizes the
need for unfreezing old behavior.
Often,. the manager needs to be
willing to wait until the right moment
to suggest the change.

Successful change also requires
extensive preparation, planning, and
good communication. Martin Indus-
tries Inc. developed an extensive plan
for implementing and communicating
the need for change. Implementation
and communication were accom-
plished through the distribution of
internally developed educational
materials and seminars conducted by
an outside consulting firm. The
educational material, which was
distributed to management and
appropriate production personnel,
described the new approach and
provided evidence justifying the use
of variable costing for internal
purposes. The plan of implementa-
tion was communicated to the
individuals during the seminars that

were led by the outside consultant.

While communication of the plan is
important, the behavioral approach
recognizes that continued communi-
cation is necessary if change is to be
successful. This was accomplished at
Martin Industries, Inc. by the
establishment of a continuing
education program for individuals
associated with the firm.

The behavioral view of change also
recognizes that successful change
can not occur without the support of
top management. Several of the chief
financial officers and controllers
indicated that the main problem in
introducing variable costing was
getting the support of their
nonaccountancy superiors. Without
this support, they were unable to
convince the other nonaccountancy
managers that the change they were
proposing was worth the effort.

Recognition of the fact that there
can be some resistance to change is
another key element. Change may be
seen by the individuals who must
make the change as a threat to their
power [Zaltman and Duncan, 1977].
Some of the firms in the field study
had not implemented variable costing
because manufacturing feared a
reduction in its power relative to the
sales department. As long as absorp-
tion costing was used, the sales
department could not accurately
determine the fixed and variable
costs of the products. This prevented
sales personnel from arguing for a
sales price which was equal to the
variable costs. The lack of detailed
product cost information provided
power to manufacturing. Installing an
accounting system that made that
information available to the sales
department was met with resistance
from manufacturing because it feared
the loss of power.

To overcome resistance to change,
the chief financial officer/controller
(change agent) must find ways to
deal with those kinds of fears.
Management research [Stanislao and
Stanislao, 1983]. indicates that good
change agents create change in a
way that reduces unnecessary
negative impacts on individuals.
Effective change agents also estab-
lish systems that allow those affected
by the change to share in the positive
results of the change. For example,
the profitability of a firm should be
enhanced if sales personnel are
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