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A Study of the Linkages between Rolling Budget For ms, Uncertainty and
Strategy

Abstract

Addressing the dearth of studies on rolling budgets investigate how the importance of rolling beisg
for various planning, control and evaluation reasaate to a business unit’s strategy and uncgytaand
report on the variation in these responses wheititipaed into quarterly and monthly rolling buddgpes.

We use a survey instrument with responses fromr@ig budget firms in our investigation. Our diimgs
reveal consistencies as well as deviations betweesub-samples (quarterly and monthly rolling betdy

and the total rolling budget sample. We report thatway rolling budgets relate to uncertainty atrdtegy

in organisations are substantively different formidy and quarterly rolling budget types, and vacyoss
planning, control and evaluation budget reasons. flddings show a greater sensitivity between mignth
rolling budgets and uncertainty/strategy, and willfunil relations between quarterly rolling budgetnd
uncertainty/strategy. We posit that monthly ralibudgets are used in a manner more traditionally
associated to rolling budgets in prior studies,l@vkuarterly rolling budgets might be used reldsivaore
symbolically or in response to external pressungshsas earnings forecast requirements, and are less
sensitive to establish organisational antecederis as uncertainty/strategy.



1. Introduction

Rolling budgets have been used extensively in @&actMany accounting texts adopt a prescriptive
view with rolling budgets considering them usefuladdressing the budgetary challenges faced bys firm
operating in turbulent environments (Hansen, e2@03). But academic research on their applicatas
well as other management accounting mechanismsinesparse (Sivabalan et al 2009) and calls continue
to be made for research on how management accgualigns to industry practice (Tucker and Lawson,
2016). Investigations of the relationships betweeganisational characteristics and rolling budgetigh,
motivation and use remain particularly rare (Hakd Krishnan, 2005). Yet there is considerable dginooy
this form of budgeting in organisations, and itandecation into two dominant forms (quarterly and
monthly) as identified in practitioner studies (loyand Madison, 2004; Hansen, 2011; Sivabalan, et al
2009). Rolling budgets are also argued to tackleagament information needs that annual budgetggleu
to address, such as for planning (Hansen and Varsiele, 2004) and as such, can be counterpoints to
traditional annual budgets. Some practitioner ingg (Bogsnes, 2016; Morlidge & Player, 2010) and
academic publications (Hansen, et al, 2003; Wa#ant©999) have argued for rolling budgets to replhe
annual budget . However, in practice, evidencetgxiBat most organisations use the rolling budget
alongside the annual budget (Sivabalan, et al, R@0®i not in place of it. The underlying implicats of
this have not been investigated, though such relsezan aid in making more transparent the basis for
existing gaps between practice and prescriptiorck@uand Lowe, 2014; Tucker and Parker, 2014). How
might rolling budgets exist in organisations, arglate to common organisational antecedents like
uncertainty and strategy, if they do not replaeeahnual budget?

Contingency theory research has long advocated d¢ommon relationships between
environmental/organisational variables and manageraecounting practices, as well as the consequent
effects of such fit/misfit on firm performance (Qmaan, 1997; Chenhall, 2003; Tucker, et al 2009;
Langfield-Smith 1997). However, mixed findings areported in established, mature streams of
contingency research within management accountisgch as traditional budgeting (Hartmann, 2000) or
activity based costing (Brown et al., 2004). Welere how organisations’ different motivations for

operationalising rolling budgets relates to theste@dent factors. Such research is relevargdesa the



alignment between less studied advanced accouptagjices and firm environments (Hartmann and Maas,
2011) to consequently better understand theirmates for use in practice (Hansen, et. al 2003).

Early budgeting studies more generally argued lfer greater relevance of traditional financial
controls such as annual budgets in uncertain emviemts, and cost focused strategies (Gordon and
Narayanan (1984); Otley (1980), Govindarajan angt&ul985; Brownell and Dunk, 1991). However,
more recent research has advocated for the contir@levance of annual budgets in turbulent enviremis
(Johansson and Siverbo, 2014; Frow, et al, 2010giMson et al, 2005), without necessarily beingredid
to cost focused strategies (Sivabalan, et al, 200@)what extent might rolling budgets, a more axbeal
form of budgeting, relate to these antecedent b$® Prior investigations indicate alignment wath
deductive approach that builds upon establishedtioelships budget use/emphasis and the two most
common antecedents studied in contingency basedebugsearch to date — uncertainty and strategy
(Hartmann, 2000; Luft and Shields, 2003). Addigéthy rolling budgets reveal tensions in their tiglaship
to uncertainty and strategy that introduces a #teza challenge to the construction of hypothdabas are
subsequently tested. An example of this tensiomwdsn inter-relationships is explained using a sempl
illustration. On the one hand, rolling budgets &gy useful in high uncertainty environments, ambers
are updated over sub-annual periods , thus maintatheir relevance (Hansen, 2011). However, bhpglo
so, rolling budget information might not gauge periance as effectively, as numbers constantly aang
making rolling budget targets difficult to followrhis remains a common criticism in extant reseafth
rolling budgets (Haka and Krishnan, 2005). The J#tle research to date in this space has tendeside
with the arguments that the negative effects oftisgi numbers outweigh the positive effect of relev
numbers. Yet, an investigation of these relatiggssitan indicate a range of novel links not presipu
revealed in the literature.

We undertake our investigation by identifying tHamming, control and evaluation motivations for
firms to conduct rolling budgets, as pointed todbgtream of prior budgeting studies (Hansen and déan
Stede, 2004; Sivabalan, et al, 2009). We linke¢hmstivations to commonly studied antecedent viesain
contingency research, and further segment thebegdludget motivations to more specific forms (rtion

and quarterly rolling budgets). We consider gggmentation as important, as the practice of dudgen



a monthly basis (12 times a year) is substantiwadye onerous than quarterly (4 times a year), auttde
done for very different reasons. As such, quarterecasts are often the basis for external rapprivhich
may have little management control significancenmally, while monthly forecasts might be condudiad
more operational reasons and this potentially ingpé#ueeir fit to different environments.  For exam
Neely, et al (2003) found that Volvo favoured qadst forecast reporting (in line with market expains),
but monthly internal reporting. To what extenthsre a greater sensitivity of monthly reportingrtternal
management objectives?

We find considerable differences in the resultsnianthly rolling budget (MRB) users and quarterly
rolling budget (QRB) users. We also find directibdifferences that oppose those more normally rolese
for the dominant annual budget research strearharliterature (Amato, 2015; Hansen et al., 2003pdHo
and Fraser, 2003; Hartmann and Maas, 2011; VanStkxte, 2000; Wolf, 2014).We contribute to the
accounting literature by regarding the rolling betdgt a level beyond its existence. We re-invigora
studies concerning motivatioieasonsyor control system use as introduced by Hansehl(Ppnd Hansen
and Van der Stede (2004) in relation to annual btedgnd rolling budgets, but specifically identify
responses relating to the importance of usingnglbudgets themselves for a range planning, coatrdl
performance evaluation reasons in organisationshiléNfolling budget (RB) studies are sparse, the fe
studies that focus on RB applications expectedtygoon its existence ande (Ekholm and Wallin, 2011,
Hansen, 2011; Hansen and Van der Stede, 2004)covnwsder themportanceof these RB’s for a range of
different reasons to organisations, consistent wlinsen and Van der Stede’s (2004) study focusing
primarily on annual budgets, in order to betterersthnd why organisations mobilise RB’s. The foocns
importance also aligns with the development of thesound the motivationgvhy) for rolling budget use
in organisations, consistent with well acceptedihealefinitions in social science literatures (Clegi et
al., 2003; Dubin 1978; Whetten 1980).

Overall, we empirically evidence the need for ralibudgets to be segmented into MRBs and QRBs
in order to better understand the motivations liefrtapplication in organisations, a perspectia ttas not

been seeded in extant budgeting studies.



Building on Hansen (2011), we also contribute taldeiing studies by demarcating these rolling
budget periods into planning, control and evaluatieasons, and evidence that MRBs show far greater
sensitivity to uncertainty and strategy antecedesiables than QRBs. These findings extend the
preliminary practitioner claims from Neely et alO@3) that QRBs are primarily conducted for external
reporting (e.g. quarterly earnings forecasts). Haisses QRBs to hold lower alignment with managémen
accounting centric decision making explanationgreffl in prior research (Gordon and Narayanan, 1984,
Langfield-Smith, 1997). MRBs, by contrast, opeyadlly align more to the internal management
accounting practices of business units, therebpating internal decision making through the praisof
updated rolling budget numbers. This perspectagertot been put forward in accounting researclate. d

We also find that MRBs align to organisational aet#ents in a manner more consistent with more
recent budgeting studies (Frow et al., 2010; Jadwnand Siverbo, 2014) by lending support forrthe of
rolling budgets in higher uncertainty environmefaisplanning and control. This of its own is unsusing
and consistent with Haka and Krishnan (2005). Hemewe go further, highlighting a positive relaiship
between MRBs and uncertainty not only for plannamgl control (as highlighted in Hansen, et al, (3003
and Haka and Krishnan (2005)) but also for perferceaevaluation, specifically staff evaluation. We
conjecture that this key departure owes to the iegpbn of more relevant and accurate numbers
outweighing the adverse effect of “shifting the Iposts”. Consequently, when uncertainty increases,
organisations more importantly consider RBs whefiteceng on the performance of staff. Other
possibilities are likely. For example, organisasignight use RBs to evaluate staff, but not leffec their
compensation. The positive effect of these sulifferdnces in relation to rolling budgets for perfance
evaluation reasons have not been put forward ianéxtesearch. Our findings cumulatively expand the
relevance of rolling budget reasons beyond traaiidoudgeting studies (Gordon and Narayanan, 1984;
et al 1995), and emphasise the more consistenbfd#RBs in aligning to extant MA antecedents, tigka
to QRBs.

The remainder of the paper is structured as folloiWs review key studies relating to traditional
annual budgets, rolling budgets, their relatiomnaertainty and strategy antecedents, as wellragiew of

a range of reasons to budget. We proceed to cmhshree hypotheses, explain our research metkpdrt



our findings and discuss their contribution to extéiterature. Finally, we present our conclusions

limitations and suggestions for future research.

2. Literature Review and Hypothesis Development

We begin by defining rolling budgets and rollingdoasts, then introduce our choice of budget reason
based on prior budget literatures (Hansen and éarStede, 2004; Sivabalan et al, 2009). We subsdégue
explain the two dominant rolling budget periods (iby/quarterly) and discuss why they might reveal
different characteristics, and explain how thesghthmanifest in relation to the uncertainty andctstgy

antecedents respectively.

Rolling budgets and rolling forecasts defined

Rolling forecasts are the prediction of key valtlest may or may not be budget related for a period
of time into the future, while rolling budgets sgeally link these updates to the budget, per Hansen
(2011) definition below:
“A rolling forecast is a forecast that maintainsanstant forward-looking time horizon, usually beém 12
and 18 months. Rolling budgets are a variant whieeebudget is periodically updated to maintain a
constant forward looking time horizon.” p.301
Consistent with the budgeting focus of our study dpposed to any forecast), we refer to rollingdasl.
Prior budgeting studies have similarly used thentémwlling budget”, when linking the rolling actiyi to
budgeting (Libby and Lindsay, 2010). While studiestraditional budgeting have numbered in the
hundreds over the past six decades (Argyris, 18B2tmann, 2000; Luft and Shields, 2003), studies on
rolling budgets are few. Studies that focus oringlbudgets generally do so at a descriptive (albe
important) level, categorising the nature of firammducting rolling budgets and the period for whicling
budgets are constructed (Sivabalan et al., 2008hyLand Lindsay, 2010), or its usage preferences toe
other management accounting innovations such asnbelpudgeting or activity based budgeting (Hansen,

2011). Furthermore, studies of rolling budgetshiitmanagement accounting research have dominantly

focused on the use of rolling budgets as part dfaader Beyond Budgeting offering in organisations



(Hansen and Van der Stede, 2004; Libby and Lind28¢0; Ostergren and Stensaker, 2012). Given its
significant application in organisations, and ipparent use in organisations continuing to apgglitional
budgeting (Sivabalan et al., 2009; Lorain, 2016llirrg budgets require a more focused investigatiat is

independent of Beyond Budgeting practices.

Budget reasons

Organisations may conduct rolling budgets for ath@ean of reasons. Indeed, three papers
specifically investigating the reasons to budgetcept formed the basis for our selection of thegetd
reasons. First, we draw inspiration from Hansed ®an der Stede (2004), who study two operational
reasons for budgeting (operational planning anébpaance evaluation). Sivabalan et al. (2009) expd
upon these two categories of budget reasons byifiylag sub-categories of reasons within plannimgl a
evaluation, while also introducing a “control” cgbey, incorporating managerial learning from budget
control organisations intra-period. From these, seect five planning reasons (Coordinate Resources
Formulate Action Plans, Manage Production Capadigcourage Innovative Behaviour, Determining
Selling Price), two control reasons (Control Caatsl Board of Director Monitoring) and two evaluatio
reasons (Staff Evaluation and Business Unit Evadoapt We use these nine reasons as the basis for
studying our rationale for the application of nofi budgets in organisations. We further theseastref
studies by investigating how the importance ofimgllbudgets for a range of reasons specificallgtesto
the budget reasons identified in Sivabalan et24009), originally inspired by Hansen and Van dexdst
(2004). Both these prior studies applied thosearsio annual budgets alone. While a detailedagrgtion
of these budget reasons is provided in Sivabalal. €2009), we briefly summarise the attributeseath
below, in explaining their relevance to the praetf rolling budgets.

As stated, organisations might conduct rolling drtd for planning, control or evaluation purposes
(Merchant and Van der Stede, 2007). From a planperspective, organisations consider it importhat
budgets are used faoordinating resourceat the planning stage (Covaleski, et al 2006; (&ska et al
2003), and aid in théormulation of action plangCovaleski and Dirsmith, 1983). Budgets might ab&o

used in order to better facilitate tetermination of selling price@.angfield-Smith, 2006; Noreen and



Soderstrom, 1994) or aid an organisatiomanagement of production capaciylerchant and Van der
Stede, 2007). Finally, budgets canableinnovative behaviouseeking in organisations by emphasising
areas where funds should be spent or restrictiegattotment of funds to areas that the firm waess|
innovation in the medium term (Marginson, et alD20Heidenberger, et al, 2003).

From a controlling perspective, budgets are oftauted as important in aiding organisations to
control costs Govindarajan and Fisher, 1990; Lau, et al, 1998)ey also aid th&oard of Directors as a
monitoring devican organisations (Sivabalan, et al 2009; Baysiraget Butler, 1985). Finally, budgets aid
organisations from an evaluation perspective, ifatihg staff evaluationHopwood, 1972; Otley, 1978) as
well as business unit evaluatioiGovindarajan and Gupta, 1985; Hansen and VanSiede, 2004,
Sivabalan, et al, 2009). Together, the above reasans cover the range of rationales we consiteraret
to the justification of rolling budgets in orgartisas.

The few studies currently investigating budgetiogdifferent reasons align the use of budgets for
operational planning against the use of budgetsp&formance evaluation (Hansen and Van der Stede,
2004). Advanced budgeting techniques (such asgobudgets) should align to the use of budgets for
planning and control (Sivabalan, 2011), and lesksperformance evaluation (Haka and Krishnan,5200
Simultaneously, advanced budgeting techniques fiogum financial prediction are argued to be lagted
to manage cost focused strategies in more turbael@ntonments (Hansen and Van der Stede, 20043ed
for performance evaluation. However, organisatiomght use rolling budgets for a more collective,
business unit level evaluation, as opposed to staffuation (Sivabalan, et al, 2009), even undeditmns
of turbulence. The introduction of the busines# style of evaluation confounds our expectatiohs o
relationships between budget and uncertainty, adbtliget emphasis on individual staff (per Otle38Q
and Hopwood, 1972) is less relevant. Hence, progeictomparisons of actual-budget performance at a

business unit level, even in times of uncertaiptgyvide useful information to organisations.

Rolling budget periods — monthly versus quarterly

Broadly, might we expect uniformity in the relatghips between the different rolling budget reasons

discussed above for monthly rolling budgeters gsoeed to quarterly rolling budgeters? On one |ewel



might expect a measure of convergence. Notwithgtgnthe different RB frequencies (monthly vs
quarterly), RBs used for the same budget reasomsigtroadly show similar relationships with common
firm antecedents. The arguments relating to RBigecertain environments should broadly trenthim
same direction, whether monthly or quarterly, berthaps at different levels of sensitivity.

Rational arguments for divergence may also existsfime budget reasons versus others. For
example, organisations that use rolling budgetsctortrol purposes might consider the use of monthly
annual budgets as more aligned to their broadatesgfic objectives, especially if not pursuing dfetiator
focused strategies as they are more cost consciQuaarterly RB firms might not have the capacity or
capability to monitor and update numbers in tigidideetary environments, hence choose to conduatgoll
budget updates less frequently (quarterly versusitinty). They consequently show weaker or no

relationship with firm antecedents.

We put forward that organisations conducting montblling budgets are likely to regard rolling budg
with more intensity than organisations conductiolfjirg budgets quarterly. Completing the rollingdget
monthly is a significantly more onerous commitmeiaracterising the greater importance attachezubly
organisations to the rolling budget process thangtarterly rolling budgets. This should translat® a
greater importance placed on rolling budgets whesdwn a monthly basis, as opposed to quarterig,bas
for the range of budget reasons.

Hi: Budget reasons are regarded with greater impocgum monthly rolling budget organisations

than quarterly rolling budget organisations.

Having constructed a general hypothesis for thative relationship importance of the two rollingdget
period types (monthly vs. quarterly) as it relaesur budget reasons, we proceed to consideiaesiips
between monthly and quarterly rolling budgets, dradr relation to the uncertainty and strategy eedents

across the nine different budget reasons.

Rolling budgets periods and uncertainty



A popular definition of uncertainty in the litera¢éuis the difference between the information set
available to a manager and the total informatidragailable in an environment (Galbraith, 1973).

Theoretically, the literature posits arguments dwntly around uncertainty to justify the use of
more frequent rolling budgets, conducted over sufial periods (Hartmann, 2000). This is echoed by
arguments from the practitioner press where Lamorg2011) surmises that budgets are updated more
frequently in uncertain environments. Earlier aodog studies mobilising contingency theory simijla
argued for the relevance of accounting informasgatems in more stable environments characteriged b
lower perceived environmental uncertainty (PEU) iddm and Narayanan, 1984). By virtue of being a
more procedural information system (Ginzberg, 19806¢ounting was less suited to unstable envirotenen
When the fit between the information system andetmainty was absent, managers were more likely to
engage in dysfunctional behaviours (Hirst, 198lk)deed, a majority of contingency studies in th8®9
and 1990’s theorised and found relationships gdlgesieguing for an inverse relation between the ake
accounting and uncertainty (or the absence oflgigl{Hartmann, 2000).

More recent budgeting studies in the last 15 yhav® started to argue the reverse — that accounting
systems remain relevant and beneficial in more alohst environments. Marginson and Ogden (2005)
emphasised the value of flexibility in budgetingstgyns and their value in aiding the management of
ambiguity in organisations, havingpsitive impacts on managerial behaviours. Johansson amtb8
(2014) argued for the possible alignment of tighberdgetary control in public sector institutions
experiencing budget turbulence (often arising frexternal instability). Frow et al. (2010) clarifiye role
of budgets in more flexible environments charasesti by higher uncertainty, yet still adhering ta an
pursuing financial targets.

Given this tension in the literature, how might erainty relate to the use of an advanced
management accounting technique like rolling busig&Ve contend that there exists departures in dyatw
is applied when considering the two dominant rgllinudget forms (MRB and QRB), when used for
different reasons (planning, control and evalugtidnaditionally, practitioner studies and the fasademic
studies in this space evidence that rolling budge¢és more aligned to higher uncertainty environment

However, firms might see the cost of reporting asrshorter periods as excessive, though their tanesr
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is higher. Similarly, firms with lower levels of aoertainty might yet conduct rolling budgets more
frequently, owing to the higher likelihood of itsairacy and/or top management direction mandatsg i
use. Further, the prior experiences of managemhar business units might drive its introductioib.is
thus important to better understand how uncertaielgtes to the different reasons for conductirigngp
budgets. The related budgeting literatures in $pisce provide mixed evidence (Gupta and Govinaayaj
1984; Johansson and Siverbo, 2014) raising the foeedsearch to shed light on this phenomena.

The rationales for RB can also impact the decistoconduct monthly or quarterly RB’s, impacting
relationships with uncertainty. For example, firthat need updated selling prices (planning) ireoitd
trade might use monthly RB’s notwithstanding thewel of uncertainty. This importance might not be
perceived as much in quarterly RB users, who dgeoateive the same urgency. Firms that use budigets
quarterly reporting might do so for reasons reldatedharket/investor expectations (Neely, et al,30@s
opposed to the management of operations in a mgertainty environment, as relating to a management

accounting decision making context.

Further to hypothesis 1, we overarchingly posit thens undertaking monthly rolling budgets willesider
the budget reasons as more important as the busldeting used three times more intensely than for
guarterly rolling budgets. Consequently, firms eigrecing higher levels of uncertainty should coesithe
rolling budget as more important for the full sér@asons, relating to the planning, control andl@ation

perspective.

This leads to the following hypothesis:
Ha: Uncertainty is positively related to the importanof budget reasons for monthly rolling

budget organisations.

What about quarterly rolling budget firms? We dd eg&pect relationships between budget reasons and
uncertainty to be as strong for quarterly rollingdgets. This is because firms conducting quarteiling
budgets arguably face less uncertainty than themthty rolling budget counterparts, and the sevisjtiof

their budget reasons to uncertainty will therefbee lower. Furthermore, firms using quarterly rajlin
budgets often do so in response to external regpréquirements, such as market based quartenynear
forecasts or creditor information requirements (L2001). Therefore, even if uncertainty drives taising,

it's importance might be affected by such exteregbrting requirements.
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Rolling budget periods and strategy

Multiple and different strategy typologies have mekeployed in accounting research. The range of
strategies explored in management accounting stuisiexhaustive, and outside the scope of thisrpape
Consistent with Chenhall and Langfield-Smith (1998 limit the focus of our strategy discussioroto
selected strategy typology. Generally, strate¢is emphasise cost control are posited to usexdiah
controls more intensively (Chenhall and Langfieldih, 1998; Govindarajan, 1984), while strategies
emphasising differentiation, uniqueness and cudatioin show less alignment to the application of
accounting information (Shank and Govindarajan,3)99When costs require tighter control and margins
remain low as a percentage of sales, minor dewviatio expenditures yield strong profit variancesn@s,
1990). Consequently, accounting assumes a moreriam role for purposes of managing the mainte@anc
of smaller margins.

As explained in Edwards, et al (2000), financiabgity has the potential to modify the relationshi
between budgeting and strategy in a firm. Whyhis2 Accounting information has the potential to
legitimate strategy by emphasising efficiency andoantability as it relates to an organisationigtsigy
(Covaleski and Dirsmith, 1988). As strategies gearso must accounting information in order toralig
and make work a said strategy (Hansen, et al 20@3).outlined in Hansen, et al. (2003), “... effeetiv
organisations adjust their management control systencluding budgetary control, to fit their segy”. .

Differentiation related strategy typologies focysion unigqueness and customisation have been
explored in management accounting studies (ChentZ0D3; Langfield-Smith, 1997; Shank and
Govindarajan, 1993). Quality based strategies #hiims seek to differentiate themselves from
competitors appear to do the reverse to cost facstategies (Daniel and Reitsperger, 1991). Ikhsu
strategies, the traditional narrative has beendbsts are relatively less important, and the famusjuality
or other non-financial drivers of competitive adizge such as customer service often weighs ovér cos

control (Chenhall, 1997), as product margins agh land cost overruns impact profits relatively ldsmn

'Fora thorough review of the range of strategies studied in management accounting research, review studies concerning the
link between strategy and controls are recommended (Langfield-Smith, 1997; Langfield-Smith, 2006). Similarly, studies reviewing
contingency work in management accounting are recommended (Chenhall, 2003), as well as review studies of traditional budget
based studies on the Reliance on Accounting Performance Measures (Hartmann, 2000);

12



might be the case for more cost focused stratdgjimsgfield-Smith, 1997). From this perspectivemss
adopting a quality based unigueness or customisatiategy arguably focuses less on costs, andftrer
considers the implementation of an annual budgéssseffective. However, in relation to rollingdyets,
we pursue a line of reasoning counter to this stre& budgeting research, dominantly based on annual
budgets. We contend that such firms might stél asolling budget to plan their resource allogagiacross
different business units, as all business unitsd niee know how much they have been allocated for
expenditure management purposes. Or, the budggtbmaused to evaluate staff, independent of their
controlling of operations. There therefore exigtsension in how the strategy — rolling budget treta
should manifest. Additionally, we argue that thaling budget behaviours for monthly rolling budgetust
be demarcated from quarterly rolling budgets asrtensity of their application and motivations nregt be

identical.

As previously stated for Hlwe expect the importance of budget reasons fortihp rolling budgets to be
higher than for quarterly rolling budgets. Whenraqueness and customisation strategy is appliednby
organisation conducting monthly rolling budgets, pasit that the rolling budget information frequgnt
updates organisations on the impact of their gjratehoices, and therefore factored into decisi@king.
Consequently, monthly rolling budget organisatitrest are expected tx anteregard rolling budgets with
greater importance (as they are conducted moredrety) will be more sensitive to the strategiceets of
their decisions, and subsequently impound rollingdet information more concertedly, as their pewei
strategic importance increases (for the full ramdgebudget reasons). This leads us to the following

hypothesis:

H3: The intensity of application of a uniquenesstomisation strategy is positively related to the

importance of budget reasons for monthly rollinglgpet organisations.

Importantly, we do not suggest that the positiviatien between the more intense application of a

uniqueness customisation strategy implies an ieverkation for cost leadership organisations. Wsead

13



posit that cost leader firms consider cost cona®lcentral to their strategic aim, so we do noteekp
variation between the importance of budget reasodstheir cost leader strategy variable — costeesadill
always consider financial controls as importangrethose using budget reasons with less signifecahice
linear relationship between cost leader strateggnsity and budget reasons importance is therdés®

apparent.

Similarly, we expect weaker/nil relationships fdretimportance of budget reasons and strategy, for
quarterly rolling budget firms. By virtue of usitige rolling budget less intensely relative to méntbolling
budget organisations, quarterly rolling budget argations will not exhibit the same intensity of
relationship to strategic choice (uniqueness, casation) as monthly rolling budget organisation@hile
rolling budgets may remain important when conducfedrterly, the relative relationship between st
and the importance of the different budget reashmild be weaker when rolling budgets are conducted
quarterly. Additionally, and as previously outliheguarterly rolling budgets are often linked tdezmal
reporting requirement (quarterly forecasts, forregke) — these reasons are independent of stratbgice,

further reducing the likelihood of an expected tielaship.

3. Research Method
Survey background and population selection

Data for the study was collected using the surveyhiod. The survey method is popularly used inrexta
budgeting studies (Ekholm and Wallin, 2000; Sivahadt al., 2009; Libby and Lindsay, 2010) and piesi
robust questionnaire based information from a matéelevel of firm observatiorfs. The sample for the
study was sourced from a database provided by C&strélia, as part of a research project considehag
application of budgets in Australian organisationshe CPA Australia database used was drawn using
employee job titles. Specifically, we sought maasrag titles such as finance manager, CFO and giahn

controllers. These employees must have been eegloymedium/large firms, or business units, and ou

? The database contained wide ranging informatioamnual budgets, rolling budgets and antecedeithtes, which we test in

a form that extends the findings of Sivabalan ef2009) whilst not drawing on the variables repdrin that study.
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respondent sample spanned the main industry groopsistent with the Global Industry Classification

Standard (GICS) categories.

Questionnaire responses

The questionnaire was sent to 2,400 responderits atotal raw response of 424 firms. We initially
excluded firms if they employed less than 20 &taffid those who had not completed sections ofuheyg
relevant to our construction of key variables. Theduced the sample to 331 firms. We subsequently
subtracted firms not using traditional budgets afiguand firms only using the annual budget, withthe
rolling budget. This reduced our sample to 189 firnWe then excluded the 7 users who were onhngpll
budget users, in order that the underlying sampds waperationally consistent (all firms using railin
budgets and annual budget alongside one anothes +emains the dominant style of rolling budgest urs
organisations), facilitating more construct valdih our results. This reduced the sample to i8kng
budget firms. The Table 3 total “n” observationsl6é0 is lower than this number owing to minor irgides
of incomplete data relating to specific, individuadlicators. The Table 4 (MRB) “n” observationsreve

83/84'and the Table 5 (QRB) “n” observations were 66apending on the budget reason).

Managing data validity and potential response error

While the response rate of 7.58% is low (182 of ®4@ms), we note that the overall sample
response was 17.67% (424/2400 firms) and thahgpbudget samples are very difficult to obtainupske
rates have traditionally been low (23% based ons”arand Van der Stede, 2004). Notwithstanding wbes,
applied a range of data validity measures to enthwequality of our data, consistent with protocols

recommended in Dillman (2000) and Van der Stedd €005). First, we engaged the three step @gpro

% We applied the Australian Bureau of Statisticindgén for medium and large companies, which isediployees or more.
* Note that the sum of observations from Table 4 (JIBE (QRB) are 10 less than their correspondingletdn Table 3 (Total
RB sample). This is because a small number of 8&Bsuwho also use a rolling budget did not use hiypitr quarterly rolling
budgets. We included them in the total populataanthey represent rolling budget users who als@nsannual budget, and
reveal the breadth of rolling budget use as patth@fotal RB sample.
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recommended in Van der Stede et al (2005) for neduesponse error, by conducting surypeg-testing
follow-up proceduresand non-response bias test8/e initially conducted pilot tests (pre-testingf) the
survey with practitioners holding budget expertiseorder to refine our questions. In sending dwe t
survey, consistent with Dillman (2000) and the V@er Stede et al (2005) description foilow-up
procedures we posted reminder postcards a month after thialisurvey mail-out. We also reminded
respondents of the industry report and presentaimmentive we were offering to all completing
respondents. Finally, the survey mail-out was cotetl over two stages, and substantive differences
descriptives were not noted across the two stage$on early and late respondents to the surveyssac

both stages.

Survey variables and indicators

Three categories of survey variables were useddostudy. These are the RB reasons, uncertainty,
and strategy variables. The reasons to budget aigganded from Hansen and Van der Stede (2004), to
incorporate nine operational budget reasons byb@laa et al. (2009). They are identical to thoseduin
this study. In total there are five planning reesdwo control reasons and two evaluation reasons.

Four uncertainty indicators were used, adapted f@ondon and Narayanan (1984), Govindarajan
(1984), and Hansen and Van der Stede (2004). &dept an internal/external uncertainty perspective,
focusing on a stakeholder approach. Demand, téotical (process), competition and supply uncetiain
are the four single item uncertainty indicator garées used in the study. The former three werecsolu
from Gordon and Narayanan (1984) and Govindarafg®84) while the fourth was sourced from
Govindarajan (1984). The “predictability” scaleeddo measure the uncertainty variables also sdudrom
Gordon and Narayanan (1984).

The strategy variable was adapted from indicatp@ied in the Chenhall and Langfield-Smith (1998)
study. Two indicators were selected from Chensiatl Langfield-Smith (1998). These were the custation
of products and uniqueness of products. Firmsdioguto a greater extent on these were argued forbe

applying a more differentiator style strategy, ppased to a cost leadership strategy.
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Survey variable descriptive statistics
Descriptive statistics regarding the rolling budgetnple surveyed are provided in Table 1a. For
standardisation purposes, we excluded firms conuycblling budgets who simultaneously prepared the
traditional budget for periods other than 12 months
----Insert Table 1 (a and b) here---
Findings reveal a reasonable spread of mean sasithsminimum and maximum scores spanning
the breadth of the scales deployed, generally atiaig variation in the breadth of responses. W® al

provide correlation statistics between all variahlsed in our model (Table 1b)

4. Model and Findings

4.1 The Model

We investigate how the importance of rolling budgetr various planning, control and evaluation oess
relate to a business unit’'s strategy and unceytaiWe first report our findings in relation to tleatire
sample, then segment the sample into quarteriyngotiudget firms and monthly rolling budget firms.

For each segment, we investigate the determindni® dirms’ response to the importance of rolling
budgets for that specific aspect of decision-makRRgsponses range from 1 to 7, with 1 being thstlea
important and 7 being the most. The explanatorialsées capturing firm antecedents are consistetfit the
indicators as described in the research methodsose@nd includebusiness unit uniqueness strategy
business unitustomisation strategyfor strategy andincertainty in competitignuncertainty in supply
uncertainty in demandanduncertainty in technologyor the uncertainty antecedent. We include control
variables like firm size and the number of years tlecision maker has been with the firm. We thus

estimate the following ordered probihodel:

RBeason i= a0+ a; LNYEAR* o, LNSIZE+ a3 STRATUNIGH

> We apply ordered probit analysis as it is considered more effective for purposes of determining significances when dealing with
ordinal dependent variables (Williams, 2006).
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as STRATCUST as UNCCOMP+ ag UNCSUP+ a;, UNCDEM + 0 UNCTECH*+ ¢,

whereRBeason i= RB_CONTCOSTRB_COORDRESRB_SELLPRICERB_PRODCAP RB_SERB_BUE

RB_AP RB_INNOVBEKorRB_BOD

RB_CONTCOS¥ RB importance in controlling costs;
RB_COORDRES RB importance in coordination of resources;
RB_SELLPRICE RB importance in determining selling price;
RB_PRODCAR= RB importance in establishing production capacit
RB_SE= RB importance in staff evaluation;

RB_BUE= RB importance in business unit evaluation;

RB_AP= RB usage in formulating action plans;

RB_INNOVBEH:= RB importance in encouraging innovative behaniand
RB_BOD= RB importance in monitoring the board of diresto

The explanatory variables are as follows:

LNYEAR= natural logarithm of number of years decision erakas been with the firnuNSIZE= natural
logarithm of number of employees;

STRATUNIQE unique strategy;

STRATCUST customer strategy,

UNCCOMP= uncertainty in competition;

UNCSUP= uncertainty in supply;

UNCDEM= uncertainty in demand; and

UNCTECH= uncertainty in technology.

4.2 Findings

--- Insert Table 2 here ---
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Descriptive statistics evidencing the split in sample across quarterly and monthly rolling budgets
are provided in Table 2. Approximately 95% of @ample represented monthly rolling budgeters or
guarterly rolling budgeters, thus empirically valichg the anecdotally derived expectation that midant
majority of rolling budgets are conducted monthiygaarterly. With respect to these two dominafitng
budget types, we conducted a univariate t-test \Atldoxon ranks sum test to examine differences in
importance for monthly and quarterly rolling buddietns (Table 2), across the budget reasons as asell
antecedent variables.

In relation to H, we noticed that the importance of 8 of the 9dmidreasons were greater for
monthly rolling budget reasons than quarterly ngjlbudget reasons, with two of the nine beingiaélly
significant. We therefore argue that id supported.

Interestingly, we noticed no statistically signémt differences in the uncertainty levels of monthl
rolling budget users to quarterly rolling budgeernss for either of the four uncertainty variablegd. In
relation to the broader literature, this resulnsig that the conduct of shorter period, more feaquolling
budgets (monthly) is not driven by any higher alesf uncertainty than in firms conducting longeripd,
less frequent rolling budgets (quarterly). Notwieimgling this, we observed differences in the wawytmy
rolling budget users related to the strategy anckrainty antecedents, relative to quarterly rgllbudget

users, as will be outlined.

Total sample findings
The findings for the total RB sample (Table 3) explained for planning, control and evaluation oges
respectively below.
--- Insert Table 3 here ---

Across the total sample, inverse relationshipsevadrserved between all the importance of planning
RB reasons and uncertainty. The importance of &Bdrmulating action plan@andengage in innovative
behaviourwere inversely related to supplier uncertainty,levkihe importance of RB fatetermining selling
prices and managing production capacitwere inversely related to demand uncertainty. erbstingly,

positive relationships were observed between al¢ fplanning reasons and one or both indicators
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characterising the differentiation strategy. Theortance of RB forcoordinating resourcesmanaging
production capacityandengaging in innovative behavioup®sitively related to the extent of uniqueness in
a product/service, while the importance of RB tmordinating resourcesdetermining selling prices
managing production capacitgnd formulating action planspositively related to the customisation of
products/service.

We now proceed to outline the control RB reasawlifigs for the total sample. In relation to
uncertainty, a positive relation was observed betwg¢he importance of RB foBoard of Director
monitoring and the technological uncertainty indicator. étation to strategy, the importance of both
control category RB reasonBdard of Director monitoringand @ntrolling Cost3 were positively related
to the customisation of product/service strateglcator.

For the evaluation RB reasons, we note that noifgignt relation was observed between the
importance of either of the two evaluation RB remsand the four uncertainty indicators. For stnateg
positive relation was observed between the impodanf both evaluation RB reasorsaff evaluatiorand
business unit evaluatiprand the uniqueness of product/service, whileitty@ortance of thdusiness unit
evaluationreason showed a positive relation to the custdroisaf product/services.

Directionally, the results for the total RB sampke summarised in Figure 1, reveal that uncertainty
inversely relates to planning RB’s, positively telto control RB’s and bears no relation to euauna
RB’s. Conversely, the differentiation strategy ipesly correlates to all three categories of RBigens
(planning, control and evaluation).

These results are interesting, but surprising iandnsistent with extant research. Firstly, weenot
that uncertainty is generally cast as beneficiabtganisations in more uncertain environments fram
planning perspective (Haka and Krishnan, 2005). ob'gerve that the relation is the opposite (negativ
The positive relation between uncertainty and adnmgasons more consistently relates to extanttiiee
claims of RB benefits (Lynn and Madison, 2004; Hans2011). Finally, the absence of a relationship
between uncertainty and the evaluation RB'’s is sema¢ consistent, to Haka and Krishnan (2005) widb di

not expect a positive relationship, but found aatieg relationship. We find no relation.
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The positive relation between the importance oSRIBd the extent of application of differentiator
strategy is in contrast to the expectation thahéigorder, or more intense management accountangdipes
such as rolling budgets align to more cost focusteategies (Gordon and Narayanan, 1984; Langfield-
Smith, 1997; Langfield-Smith, 2006) as opposediffer@ntiator strategies.

The above findings cast questions that requireendetailed extrapolation. We proceed to dissect
the sample into the two dominant RB methods useddry sample firms (MRB and QRB) to better
understand the extent to which these findings migghtconsistent across the two RB forms. Further, a
explained previously, rationales exist for why MBBAnd QRB’s might not show consistent relations,
driving our decision to split the sample. Finalbyir descriptive data per Table 2 show that the M
scores are higher than the QRB mean scores for tBeo® budget reasons, with two of these reasons
(formulating action plans- planning, andBoard of Director monitoring control) being statistically
significantly greater. Also, and interestingly, Vied that the mean uncertainty scores for all four
uncertainty variables are not statistically sigrafitly different between the MRB and QRB sampléhis
finding challenges the assumption in extant pract#r studies and some academic studies that more
frequent RBs are used in higher uncertainty enwrems. How might MRBs and QRBs be different, if not
in uncertainty? Following is a dissection of tleme relationships investigated for the total RB @am

segmented into MRBs and QRBs.

Monthly Rolling Budgets (MRB) & Uncertainty

The importance of the MRB planning reasons showsstive relationship with competition uncertainty,
but a negative relationship with demand uncertajifable 4). Thaletermining selling priceandmanaging
production capacityMMRB reasons positively relate to the level of cetipn uncertainty, and negatively
relate to demand uncertainty. Moving onto MRB cohteasons, we note positive relations betweeh bot
MRB control reasons and uncertainty as well astegsa The importance of thBoard of Director
monitoringreason positively related to the level of demandeutainty. Finally, the importance of the staff
evaluation MRB reason positively related to tecbgalal uncertainty. These results, are stronglytpes

and signal support forH
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Monthly Rolling Budgets (MRB) & Strategy

In relation to the differentiation strategy, thepontance of three MRB planning reasomsdrdinating
resources managing production capacitgnd encourage innovative behaviolirpositively relate to the
uniqueness of a product/service (Table 4). Fumioee, the importance of the other two planning aeas
(determine selling priceand formulate action planspositively relate to the degree of customisatudn
product/service. For the control budget reasorss,irtiportance of theontrolling costsreason positively
related to the extent of customisation of prodectise. Finally, the importance of the staff evéloia MRB
reason positively related to the uniqueness ofytdglervices indicator. The persistent positivatrehship
between budget reasons and the uniqueness/custiomisttategy across all three budget reason caesgo

(planning, control and evaluation) indicates supfmrHs.

--- Insert Table 4 here ---
Quarterly Rolling Budgets (QRB) & Uncertainty
The importance of three planning QRBs show an seveelation with uncertainty (Figure 1), consistent
with the findings in the total RB sample (Table Hp relationship is observed between the importaice
the control or evaluation QRB reasons and uncéytain

--- Insert Table 5 here ---
Quarterly Rolling Budgets (QRB) & Strategy
We note that no relationship is observed betweenntiportance of any of the nine QRB reasons areit
of the two differentiation strategy indicators. Wghstanding the range of positive and negativati@hs
found between the total RB sample for planning,tmrand evaluation reasons to both uncertainty and
strategy as well as the dominantly positive retaidound between MRB budget reasons importance and
strategy/uncertainty as discussed in detail in pher section, the importance of all the controldan
evaluation QRB reasons show no relation with anthefuncertainty or strategy indicators (summarigsed
Figure 1). This suggests that MRB organisatiors @nving the total sample results, and not QRB

organisations.
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These results lend support to the practitioneerissis that QRBsS are often conducted as an attefac
of an external reporting requirement (Neely, et 2003) or other factors, and might not be used as
concertedly for internal decision making purpogesnsequently, the budget reasons which are doniynant
related to the internal decision making functioronganisations (planning, control and evaluatia®) lass
likely to relate to the antecedents described wadoemed as QRBs.

The above directional relations for both MRB andBare succinctly summarised in Figure 1, as a

basis for comparison alongside the whole sampleRB results.

5. Discussion

The results reveal a complex range of departurdscanvergence between the nature of the relatipashi
justifying our application of a more exploratoryn® citing andoost hocrationalising possibilities for their
findings. By observing relationships for theiensample, then monthly and quarterly rolling beidg we
find novel relationships that appear to be at oalitls extant research and not previously introduicéa the
literature. We first generally discuss the valdieor findings at the level of rolling budget priget as a
whole, then proceed to analyse our findings wipeet to the differences between monthly and guwarte

rolling budgets from the perspective of the ungetyaand strategy antecedents.

Rolling budget — contribution to extant budgetiegearch

We theorise that firms budget for reasons relatimg‘planning” and “control”, and not only
“performance evaluation”. This focus on budgettiwations/reasons has not been extensive (Libby and
Lindsay, 2010) even though theorising on budgeickgnd practices continues to be advocated (Agaita
and Webb, 2013; Bourmistrov and Kaarboe, 2013; Dub®78). We collate our budgeting rationales from
the above studies and investigate how they aligattategy and uncertainty, two of the more popwlarl
studied antecedents in management accounting gemimy studies (Chenhall, 2003, Gordon and
Narayanan, 1984; Langfield-Smith 1997).

Practitioner studies and normative articles aboreghrding rolling budgets, but their academic

examination has generally remained sparse. Indebitig budgets are now an oft applied predictivatcol
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in organisations (Haka and Krishnan, 2005; Sivabaaal., 2009), and have been frequently assakciate
with the application of a ‘Beyond Budgeting’ phitgy (Bogsnes, 2009; Hansen and Van der Stede; 2004
Hope and Fraser, 2003; Henttu-Aho and Jarvinen2;,20%tergren and Stensaker, 2011).

Rolling budgets have been argued to replace thditibmal annual budget, providing a more
frequently updated and accurate set of financiahlmers that suit increasingly dynamic and competitiv
business environments (Wallander, 1999). Thetyeaf budget practices, however, indicates othezwis
Sivabalan et al. (2009) find that the vast majoafyorganisations use the rolling budget alonggust
replacing) the annual budget. Libby and Lindsa&3A(® similarly highlight that the annual budget tounes
to be used by a majority of organisations, unaffédby the application of rolling budgets. Ekholnda
Wallin (2011) further show that the perceived ubefas of the annual budget and rolling budget align
strongly in organisations that use both.

We acknowledge the burgeoning research observiegstmultaneous use of rolling budgets
alongside annual budgets in organisations, and teisimderstand how motivations for rolling budgetate
to two common firm antecedents (uncertainty anatstyy) studied in the management accounting liesat
Further, we investigate the extent to which thetationships are consistent across the two domiioamts
of rolling budgets (monthly/quarterly) in practi@&/allander, 1999; Hope and Fraser, 2003).

Studies have not investigated whether differencgbtnexist between firms adopting different forms
of rolling budgets (monthly versus quarterly). Rathithe few academic articles and practitioner ijgabibns
have discussed the implementation of rolling busiget different contexts (Churchill, 1984), linkets i
existence to enhancing the performance of tradititmudgets for operational planning and inhibitthg
performance of traditional budgets for performaagaluation (Hansen and Van der Stede, 2004); rmted
positive association between the usefulness of anpbudgets and rolling budgets (Ekholm and Wallin,
2011; Lamoreaux, 2011), and explored the possiboit rolling budgets completely replacing annual
budgets (Banham, 2011; Zeller and Metzger, 20E3ally, Hansen (2011) conjecture that rolling beisg
should raise the total volume and volatility ofiafs output, increase pay for performance sensjtiand
have an overall positive effect on performance.esehstudies provide valuable insights into the chpé

the existence of rolling budgets, but studies gpadly studying the impact of conducting rollingidigets
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for different reasons on organisational antecedemtsin lacking. We further advance a strongerrance
granular empirical focus to prior investigations éxploring alignment and deviations in the relasioips
between monthly rolling budgets (MRB) and quartedifing budgets (QRB), against the uncertainty and

strategy firm antecedents. We proceed to discuesetlearnings below.

Comparing MRB and QRB - Uncertainty

Across the planning, control and evaluation RB gates, our findings reveal that MRBs showed much
more persistent, stronger and positive relationth wncertainty than QRBs. The conjecture thatingll
budgets are more important in increasingly uncerggvironments for planning and control as advarnced
Haka and Krishnan (2005) and Hansen, et al, (2808)fined in our study to be mixed, limited andreo
complex in relation to MRBs. While the importarafethree planning QRBs surprisinghegativelyrelate

to uncertainty, the importance of two planning MRBsitively and negatively relate to uncertainty/hen
using MRBs todetermine selling priceand manage production capacjtgompanies are more likely to
increase their focus on these MRBs if competitiogantainty rises, and demand uncertainty redudes.
competition uncertainty increases, companies coafgider the actions of competitors and their ¢fen

the company’s accounts as strategically importannanage, and hence emphasise greater importance to
planning MRBs in order to keep numbers relevantcBytrast, as customers (demand uncertainty) become
more unpredictable and difficult to relate to rewes, companies might apply more symbolic or pre-
established methods for estimating revenues, #uiscing their focus on the importance of planningBs.
These somewhat opposing and unexpected findingsar@/complexity to the way uncertainty impacts the
importance of RB’s from a planning perspective tlsadbsent in extant studies (Haka and Krishna@520
Hansen, 2011). Finally, the wholly inverse relatifmund between uncertainty and the importance of
planning QRBs diametrically opposes the positiviatien expected between QRBs and the level of
uncertainty. This effect persisted across thretheffour uncertainty indicators used in our studyRBs,
based on this logic, are more likely to be congdexs important for planning when uncertainty isdn
The relatively less frequent updating period forB3Relative to MRBs could lead business units tmdpe

more conservative in how they are used for decismaking. The more uncertain, the harder it is for
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numbers to be estimated, and therefore the lessriang they might be — these arguments are more
consistent with traditional annual budgets (Chdrdwadl Langfield-Smith, 1998) and not usually asated
to rolling budgets.

From a control perspective, the two control QRBevE no relation with uncertainty while one of the
control MRBs ¢taff evaluatioh shows a positive relation with uncertainty. Tgesitive relation between
control MRBs and uncertainty is more traditionakite predictions of extant rolling budget studibg€ly,

et al 2003; Haka and Krishnan, 2005), while theeabs of a relationship for QRBs is unexpected.

Finally, from an evaluation perspective, the twalaation QRBs show no relation with uncertainty khi
one of the two evaluation MRBstéff evaluatioh shows a positive relation with uncertainty. Hesm note
the surprising finding that as uncertainty increaske importance of the staff evaluation MRB iases.
This finding directly contrasts with prior reseagbecifically studying the application for RB’s umcertain
environments (Haka and Krishnan, 2005). It is fmeghat as uncertainty increases, more frequeRBM
are considered valuable to maintain the relevamcautlated numbers, and this effect usurps theradve
impact of moving targets for staff evaluation, dentified in Haka and Krishnan (2005). Or stafflaation
relating to rolling budget use for performance aaéibn might not relate to compensation in the wagual
budget based evaluation might. Further researcteesled to clarify how these contesting effectshinig
interplay in organisations.

The sub-categorisation of the total sample into MRBd QRBs reveal interesting insights into how
RBs might relate to common firm antecedents likeeutainty differently, based on the frequency of RB
periods. We find that the importance of plannicgntrol and evaluation MRBs reveal stronger sensés
to uncertainty than QRBs. Additionally, we notattthe adjusted % of our models for MRBs and QRBs
generally exceed those of the parallel models e total RB sample. This indicates that the sub-
categorisation of the sample into MRBs and QRB®nald for greater explanatory power in the mod@s (i
movements in the independent variables alignedagements in the dependent variables better).

These findings additionally challenge our underditag of how common firm antecedents relate to

formal financial controls more generally, and idlnoe the possibility that some types of uncertaietsite
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in opposing ways to different reasons for conducfBs, a finding not currently discussed in theaskt
literature. Indeed, prior management accountingareh has discussed the positive use of budgetary
controls in uncertainty (Johansson and Siverbo4@thd ambiguity (Frow, et al, 2005). We more oaty
investigate the existence of these deviations ifii@rént forms of rolling budgets, identifying bopositive

and negative relations, adding to the dominantbitpe relation identified in these prior studies.

Comparing MRB and QRB — Strategy

The effect of segmenting the total RB sample infleRBg and QRBs is especially marked when considering
the relationship between the importance of RBs sindtegy. The total RB sample showed a positive
relation between the extent of application of afedédntiator strategy (as defined by uniqueness and
customisation of products/services) and the impodeaof all three categories of RBs (planning cdraral
evaluation). However, in partitioning the sample, see that this effect is wholly explained by MRBsl

not QRBs. The importance of planning, control @vdluation QRBs show no significant relation with
either the extent of uniqueness of products/sesvizecustomisation of products/services. By catfrhe
importance of all five planning MRBs show positikeations to either the uniqueness or customisation
strategy indicators, while one of the control MR@sntrolling costy shows a positive relation with the
customisation of products/services, and one ofetveuation MRBs gtaff evaluatioh shows a positive
relation with the uniqueness of products/services.

The above strategy comparisons, similar to the KB —uncertainty comparisons, show that the
importance of MRBs is more sensitive to firm antkogs than the importance of QRBs. This effequite
uniform and persistent across a range of RB reasons

We conjecture that MRBs are used more concerfedlyternal organisational decision making in a
manner more traditionally discussed in academicpadtitioner publications on the operating attr@suof
rolling budgets. The importance of the MRB budgetson scores are higher than the QRB reason scores
for eight of the nine budget reasons across theetltategories (planning, control and evaluation)l a
statistically significantly so for two of the ninene relating to a planning reason (formulatingoacplans)

and one relating to a control reas@&odrd of Director monitoriny Given that the RB budget reasons used
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in this study are all related to internal decismaking, as gleaned from Hansen and Van der Stei(#)2
and Sivabalan, et al (2009), we would expect thairtrelation to common firm antecedents such as
uncertainty and strategy might be more aligned RB¥ than QRBs.

Furthermore, Table 2 shows that the uncertaintgllef the MRB and QRB samples are close to
identical. This evidences that business units cotaly MRB and QRB don’t experience different levefs
uncertainty. This finding calls into question thesumption in practitioner and academic publicatitrat
shorter RB periods (such as MRB relative to QRE) @nducted to tackle higher uncertainty (Sivahalan
2011; Haka and Krishnan, 2005).

This may also hint at more accurate MRB values Q&B values. Holding uncertainty constant,
monthly updates (MRB) are arguably going to leadntare updated and accurate numbers than quarterly
updates (QRB). These numbers will therefore berdsghas more relevant and likely to have a more
directional effect on planning, control and evalomatas a result (building on Hansen, 2011). Anothe
distinction that relates to this but is subtly diffnt, is that business units might not be condgdRBs to
manage uncertainty, but rather to simply apply ysed more frequently to facilitate decision making,
independent of accuracy reasons. Conversely, QRight not be forecasting often enough, if these
numbers aren’t relating to antecedents in waysrthght be expected from anecdotal practitioner epam
and case studies of this phenomena (Lynn and MadXi94).

The above findings collectively lend support to threader objective of this study, which is the
guestioning of tacitly accepted links between thgpartance of management accounting techniques and
more dynamic, higher uncertainty, differentiatoastgies (Tucker, et al, 2009; Langfield-Smith, 299We
have sought to problematise and lend subtlety ¢onidture of these relationships, revealing the reed
studies which more specifically investigate howetiént styles of rolling budgets, when used foarlge of
alternative planning, control and evaluation reasampact organisational practices in ways unexqueanhd
not discussed in dominant practitioner or acadedmcourses (Tucker and Lawson, 2016; Tucker and

Lowe, 2014).

6. Conclusion
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Contingency studies in management accounting haneeptually tended to couch management
accounting variables aggregately. Budgets aresa @a point. By generally assuming uni-directional
relations between management accounting technicgueh as rolling budgets to more dynamic
environments, and accounting focused strategiest @mphasis), we plausibly under-specify subtleties
such relationships and across sub-samples of bdioiges. We investigate the nuanced linkages batwee
the importance of RBs for a range of reasons, hacktfect of their disaggregation into their twardoant
forms (monthly vs. quarterly) to observe for cotesigy (or otherwise) in their relation to commokihown
antecedents.

Overall, our findings serve to highlight the pagenbjective — to problematize established relations
and assumptions between rolling budget use, andmomty understood firm level and environmental
variables. Practitioner based studies on rollingdets are many, and broadly assume a positiveorela
between rolling budgets and higher uncertainty remvhents and more cost focused strategies. These
arguments have broadly remained uncontested. Hawawle-constructing of rolling budget use inteirth
different types (MRB and QRB), and an exploratiétheir applications for a range of planning, cohind
evaluation reasons consistent with Hanse (2011hséfa and Van der Stede, (2004) and Sivabalan, et al
(2009), reveals these relations to be far more chate worthy of further investigation, further lgidg the
academic —practice gap (Tucker and Lowe, 2014).

Our study suffers from some limitations which mim acknowledged. Firstly, the inherent
limitations of the survey method and the variatiorcapability of one respondent to proxy a widegeuof
phenomena in organisations has been acknowledg#gk ipast and similarly conceded. Like many prior
studies, we applied pilot tests of the survey prior its dissemination to minimise this effect.
Notwithstanding this, the publication of valualdkrge scale rolling budget survey studies is oagreed in
the management accounting literature, that to dwte not investigated this practice in detail at an
empirically aggregate level. Finally, we note tbat sample only had a small base of respondémis
only conducted rolling budgets and not annual bteglg€rior research has indicated the strong cohjse
of annual budgets and rolling budgets in orgarosati as opposed to the replacement of one witlottier

(Libby and Lindsay, 2010; Sivabalan, et al 2009)tuiFre research that highlights how firms that candu
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rolling budgets alone, in the absence of an anbudget, might shed even clearer light on how rgllin
budgets impact organisations and managerial betavio

To this end, further studies that test specific gatdreasons, or more richly investigate the
application of rolling budgets in practice throutie use of rich, field based evidence, would bdulise
more extensively delineating the manner by whioling budgets, in their different forms, become
embedded in organisations and affect organisaticoratirol processes. Also, studies that observe RBig
combine with other MC practices in order to fit gontext (strategy, uncertainty or others), using
complementarity theory to complement our contingetiheory focus (consistent with Grabner and Moers,

2013) will further enhance our understanding of HBIs operate in organisations.
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Table1: Pand A

Univariate Statistics: Rolling budget and firm characteristics and antecedent variables for all firms that use

rolling budgets

Variable Mean StdDev  Minimum Median  Maximum N

RB_CONTCOST 5.82 1.29 1 6 7 202
RB_COORDRES 5.1 15 1 5 7 202
RB_SELLPRICE 3.73 1.98 1 4 7 200
RB_PRODCAP 4.2 2.07 1 5 7 198
RB_SE 4.09 1.78 1 4 7 201
RB_BUE 5.2 1.62 1 6 7 200
RB_AP 5.58 1.36 1 6 7 201
RB_INNOVBEH 4.46 1.7 1 4 7 200
RB_BOD 5.84 1.37 1 6 7 200
LNYEAR 1.65 0.97 -1.39 1.61 3.69 213
LNSIZE 7.35 2.08 3.04 7 12.97 215
UNCCOMP 3.54 1.37 1 3 7 210
UNCSUP 3.16 131 1 3 7 208
UNCDEM 3.34 1.32 1 3 7 209
UNCTECH 3.34 1.32 1 3 7 209
STRATUNIQ 4.62 1.86 1 5 7 208
STRATCUST 5.03 1.68 1 5 7 208

Note:

The dependent variable is as follows:

RB_CONTCOST = RB importance in controlling costs;
RB_COORDRES = RB importance in coordination of resources;
RB_SELLPRICE = RB importance in determining selling price;
RB_PRODCAP = RB importance in establishing production
capacity;

RB_SE = RB importance in staff evaluation;

RB_BUE = RB importance in business unit evaluation;

RB_AP = RB usage in formulating action plans;
RB_INNOVBEH = RB importance in encouraging innovative
behaviour; and

RB_BOD = RB importance in monitoring the board of directors.

The explanatory variables are as follows:

LNYEAR = natural logarithm of number of years decision maker
has been with the firm;

LNSZE = natural logarithm of number of employees;
STRATUNIQ = unique strategy;

STRATCUST = customer strategy;

UNCCOMP = uncertainty in competition;

UNCSUP = uncertainty in supply;

UNCDEM = uncertainty in demand; and

UNCTECH = uncertainty in technology.




Table 1: Panel B (either usethistable or version below)

Correlation coefficients and p-values: Rolling budget and firm characteristics and antecedent variables for al firms that use rolling budget (bold typeface

indicates significance at greater than 5%).

RB_COORDRES

RB_SELLPRICE

RB_PRODCAP

RB_AP

RB_INNOVBEH

RB_CONTCOST

RB_BOD

RB_BUE

RB_SE

LNYEAR

LNSIZE

UNCCOMP

UNCSUP

UNCDEM

UNCTECH

STRATUNIQ

STRATCUST

RB_ RB_ RB_ RB. RB_ RB_ RBL. RB. RB_ UNC UNC UNC  UNC STRAT  STRAT
COORDRES  SELLPRICE  PRODCAP AP INNOVBEH  CONTCOST BOD BUE S LNYEAR LNSIZE COMP SUP  DEM  TECH  UNI cusrt

1

0.26 1

0

0.33 0.4 1

0 0

0.34 0.19 0.22 1

0 0.01 0

0.32 0.17 0.27 0.4 1

0 0.02 0 0

0.33 0.25 021 021 0.2 1

0 0 0 0 001

0.23 0.05 012 029 0.17 0.09 1

0 0.48 0.11 0 0.02 0.21

0.24 0.17 02 043 0.32 026 022 1

0 0.02 0.01 0 0 0 0

03 0.22 01 038 0.33 0.14 03 047 1

0 0 0.16 0 0 0.06 0 0

-0.07 -0.05 003 -0.13 0.02 006 -005 -012 -0.03 1

0.36 0.48 067 008 0.79 0.45 05 009 069

-0.03 0 013 -012 0.06 003  -0.02 01 007 0.03 1

0.71 0.97 0.08 0.1 0.4 073 082 017 032 0.73

-0.04 0.01 009 -0.03 -0.09 004 -01 -011 -005 006  -0.11 1

055 0.88 023 073 0.21 059 017 014 047 0.42 0.14

-0.03 -0.03 012 -015 -0.23 006 -008 -019 -0.09 001  -0.09 0.18 1

0.73 0.64 012 004 0 0.39 03 001 024 0.88 0.2 0.01

-0.09 0.2 02 -0.09 -0.18 0 002 -014 -0.03 001  -021 036 041 1

0.24 0.01 001 o021 0.01 095 083 006 069 0.86 0 0 0

-0.13 -0.14 003  -0.09 -0.06 007 008 -017 001 0.01 0.02 019 022 031 1

0.08 0.06 066 021 0.39 0.33 03 002 093 0,99 -8 001 0 0

0.2 0.1 019 007 0.2 012 002 021 022 0.05 0.08 01 -0.08 0 -0.19 1

0.01 0.2 001 036 0.01 01 076 0 0 0.47 0.28 018 027 099 0.01

0.13 0.26 018 025 0.14 017 011 015 009 011  -0.09 002 -002 -0.06 -0.09 0.13 1

0.07 0 0.01 0 0.06 002 013 004 024 0.15 0.24 083 081 044 0.24 0.07




Table?2

Univariate Statistics: Univariate t-tests and non-parametric Wilcoxon rank sum tests examining differences
in responses for monthly and quarterly rolling budget firms

Monthly  Quarterly t-stat

Variable Megn Megn (p-value)  Wilcoxon
Median Median ranksum
n n
511 5.04 t=-0.32 z= -0.29
RB_COORDRES 5 5 p=0.37 p=0.77
109 83
3.78 3.67 t=-0.37 z=-0.34
RB_SELLPRICE 4 4 p=0.35 p=0.73
108 84
4.28 4.1 t= -0.57 z= -0.62
RB_PRODCAP 5 5 p=0.28 p=0.53
106 83
5.68 542 t=-1.30 z= -0.73
RB_AP 6 6 p = 0.09* p=0.46
109 84
453 4.3 t=-0.90 z= -0.60
RB_INNOVBEH 4 4.5 p=0.18 p=054
108 84
5.94 5.66 t=-1.38 z= -1.77
RB_BOD 6 6 p = 0.08* p=0.07
108 84
5.28 5.15 t= -0.55 z= -0.73
RB_BUE 6 6 p=0.28 p=0.46
108 83
4.24 4 t=-0.96 z= -0.94
RB SE 4 4 p=0.16 p=0.34
109 84
5.76 5.88 t=0.64 z=0.037
RB_CONTCOST 6 6 p=0.26 p=0.97
109 84
1.67 1.66 t=-0.03 z= -0.19
LNYEAR 1.74 1.61 p=0.48 p=0.84
114 87
7.29 7.6 t=1.06 z=1.05
LNSZE 6.95 7.24 p=0.14 p=0.28
116 87
3.56 3.58 t=-0.10 z= -0.26
UNCCOMP 3 3 p=0.45 p=0.79
114 86

UNCSUP 321 3.08 t=0.66 z=0.78




3 3 p=0.25 p=0.43
112 86
3.33 3.45 t=-0.59 z= -0.47
UNCDEM 3 3 p=0.27 p=0.63
114 85
3.40 3.36 t=0.20 z=0.12
UNCTECH 3 3 p=0.41 p=0.89
114 85
STRATUNIQ 4.53 4.81 t=1.05 z=1.04
5 5 p=0.14 p=0.29
113 83
STRATCUST 5.18 4.8 t=-158 z= -181
6 5 p=0.05 p=0.07
111 85




Table3:

Ordered probit analysis of firm response about rolling budget importance (1-7) and antecedents. using the whole sample of firms that use rolling budgets (all
firms also have annual fixed budgets, i.e. FP = 12 months) (n = 160)

LNYEAR

LNSZE

UNCCOMP

UNCSUP

UNCDEM

UNCTECH

STRATUNIQ

STRATCUST

Observations
Pseudo-R?

PLANNING VARS CONTROL VARS EVAL VARS
RB_ COORDRES RB SELLPRICE RB PRODCAP RB AP RB INNOVBEH RB BOD RB CONTCOST RB BUE RB SE
-0.01 -0.03 010  -0.05 0.04 -0.03 -0.01 013 -0.04
-0.13 -0.36 117  -059 0.40 -0.28 -0.11 141 -045
0.00 0.00 0.11%*  -0.07 -0.02 0.01 0.06 0.05 0.03
0.10 -0.05 253  -151 -0.35 0.11 1.29 1.15 0.67
0.02 0.11 -0.02 0.04 -0.01 -0.11 0.089 -0.02 0.01
0.32 1.58 -0.34 0.62 -0.15 -1.61 1.25 -0.36 0.08
-0.01 0.06 -0.08 -0.16** -0.16%* -0.08 -0.07 010  -0.03
-0.17 0.87 113 219 -2.32 -1.16 -1.02 145 043
-0.04 -0.20% % -0.20%**  -0.08 -0.11 0.01 0.06 001  -004
-0.55 271 258  -1.03 -1.39 0.17 0.77 013  -047
-0.04 -0.07 0.08 0.03 0.05 0.15** -0.06 -0.02 0.10
-0.55 -1.10 1.15 0.45 0.75 2.16 -0.93 -0.37 1.49
0.12+* 0.05 0.12** 0.04 0.11** 0.03 0.07 0.12%%*  0.13%**
2,52 1.14 2,57 0.77 2.38 0.70 1.49 2.62 2.86
0.09* 0.16*** 0.10* 0.18*** 0.06 0.14%** 0.13** 0.11** 0.07
1.69 2.99 1.89 3.42 1.25 2.64 2.39 2.16 1.29
160 159 160 160 160 159 160 160 160
0.02 0.04 0.04 0.05 0.03 0.03 0.03 0.04 0.02




Table4:

Ordered probit analysis of firm response about rolling budget importance (1-7) and antecedents. using the sample of firms that use monthly rolling budgets (all
firms aso have annual fixed budgets, i.e. FP = 12 months) (n = 84)

LNYEAR

LNSZE

UNCCOMP

UNCSUP

UNCDEM

UNCTECH
STRATUNIQ

STRATCUST

Observations

Pseudo-R?

PLANNING VARS CONTROL VARS EVAL VARS

RB_COORDRES RB_SELLPRICE RB PRODCAP RB AP RB_INNOVBEH RB_BOD RB_CONTCOST RB_ BUE RB SE
-0.03 -0.08 0.04 0.06 -0.12 0.033 -0.0261 -0.0395 -0.0143
-0.19 -0.13 -0.13 -0.13 -0.13 0.241 -0.135 -0.132 -0.127
0.05 -0.06 -0.154** 0.02 -0.05 0.104 0.104* 0.00244  0.0149
0.75 -0.06 -0.06 -0.06 -0.06 1.632 -0.062 -0.0588 -0.0581
0.09 0.214** 0.152* 0.05 -0.02 0.001 0.108 -0.00977  0.0439
0.97 -0.09 -0.09 -0.09 -0.09 0.006 -0.0966 -0.0907 -0.0883
0.00 -0.01 -0.01 -0.12 -0.05 -0.005 -0.0723 -0.103  -0.077
0.02 -0.11 -0.10 -0.11 -0.10 -0.041 -0.107 -0.103  -0.101
0.12 -0.283*** -0.273*** -0.06 -0.04 0.226** 0.175 0.0341 -0.0237
1.16 -0.11 -0.11 -0.11 -0.10 2.005 -0.11 -0.105 -0.101

-0.09 -0.09 0.10 0.04 -0.03 0.119 -0.109 0.0162 0.189**
-1.03 -0.09 -0.09 -0.09 -0.09 1.246 -0.0927 -0.0891 -0.0901

0.185*** -0.04 0.144** 0.07 0.117* 0.126 0.0648 0.118 0.169**
2.58 -0.07 -0.07 -0.07 -0.07 1.629 -0.0741 -0.0717 -0.0706
-0.01 0.297*** 0.09 0.191** 0.06 0.107 0.140* 0.119 0.0642
-0.16 -0.09 -0.08 -0.08 -0.08 1.243 -0.0852 -0.082 -0.0796
84 83 83 84 84 83 84 84 84
0.04 0.09 0.07 0.05 0.03 0.0643 0.0535 0.0377  0.0425




Tableb:

Ordered probit analysis of firm response about rolling budget importance (1-7) and antecedents: using the sample of firms that use quarterly rolling budgets

(al firms aso have annual fixed budgets, i.e. FP = 12 months) (n = 67)

LNYEAR

LNSZE

UNCCOMP

UNCUP

UNCDEM

UNCTECH

STRATUNIQ

STRATCUST

Observations
Pseudo-R?

PLANNING VARS CONTROL VARS EVAL VARS
RB_COORDRES RB SELLPRICE RB_PRODCAP RB AP RB_INNOVBEH RB BOD RB_CONTCOST RB BUE RB SE
0.01 0.13 0.13 -0.23 0.15 -0.14 0.07 -0.21 -0.04
0.08 0.92 0.91 -1.57 1.08 -0.96 0.45 -1.44 -0.32
-0.03 0.07 -0.01 -0.124* -0.01 -0.07 -0.06 0.10 0.08
-0.38 1.00 -0.07 -1.67 -0.07 -0.97 -0.78 1.41 1.19
0.00 -0.12 -0.288** 0.11 0.01 -0.18 0.13 -0.06 -0.04
-0.03 -1.09 251 0.95 0.11 -1.55 1.06 -0.50 -0.35
0.07 0.18 005  -0.245** -0.17 -0.12 -0.02 -0.16 -0.03
0.56 1.44 -0.45 -2.03 -1.38 -0.97 -0.13 -1.29 -0.26
-0.214* -0.17 -0.02 -0.08 -0.13 -0.18 -0.10 0.01 0.00
-1.68 -1.32 -0.14 -0.62 -1.02 -1.37 -0.75 0.11 0.03
-0.15 -0.07 -0.16 -0.13 0.01 0.04 -0.16 -0.10 -0.11
-1.22 -0.58 -1.28 -1.08 0.07 0.30 -1.24 -0.80 -0.90
0.11 0.10 0.06 0.07 0.13 -0.02 0.13 0.08 0.09
1.35 1.21 0.67 0.78 1.53 -0.18 1.48 0.92 1.04
0.10 0.10 0.03 0.11 0.04 0.10 0.04 0.13 0.02
1.16 1.14 0.38 1.29 0.47 111 0.39 1.43 0.23
66 67 67 67 67 67 67 67 67
0.05 0.06 0.06 0.06 0.04 0.07 0.03 0.06 0.03




Figure 1

Summary of relationships between organisational antecedents and the importance of budget reasons
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Legend:

“+” Indicates a positive relationship between the antecedent and the “budget reasons” category
“—" Indicates a negative relationship between the antecedent and the “budget reasons” category
“— /4" Indicates both negative and positive relationships between the antecedent and the “budget reasons” category
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