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1. Introduction

The term “social economy” has been used by European Union since 1989. The discussion about the similarity or the differences
between concepts like social economy, third sector and non-profit sector, is still opened in the international debate (Westlund,
2003), with some scholars arguing that “the third sector is by nature unsuited to singular definitions” (Corry, 2010: 11) and
others sustaining that “using a term as ‘non-profit sector’ as equivalent to third sector is clearly misleading” (Evers, and Laville,
2004: p. 13). But, despite the need for better conceptualization of these terms (Henriksen et al., 2012; Salamon & Sokolowski,
2016), it is well recognized that organizations operating in the third sector face very particular challenges (Lindsay et al., 2014).
The specificity of their missions, the social needs they respond to, and the financial constraints they cope with, together, these
circumstances make third sector organizations an interesting subject for research (Anheier & Seibel, 2013). Moreover, “the third
sector is expanding and becoming a growing provider of public, social, and health services in many high-income countries”
(Bach-Mortensen et al., 2018: 2), keeping alive the debate about its impacts on employment (Westlund, 2003), innovation (Potts
& Hartley, 2015) and economic development (Nega & Schneider, 2014). The current tendency is for third sector became social
business. According to ILO (2011), social business, or social enterprise, is an emerging concept worldwide, and it can be defined
as an organization that is run like a business but exists for a social purpose. The social business approach co-exist with traditional
non-profit organization that run in ‘social economy’. However, social business (or social enterprises) are changing the way we
see the economic world. The purpose of organizations to interfere in public causes — elderly support, child and young education,
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health care, immigrants integration, gender equality, future work and employment, digital inclusion, sustainable development
and several others - while being a services and commercial provider is something new in contemporary economics and finance.
It opens up ‘social economy’ to a wider diversity of financial mechanisms.

This process of running non-profit organizations like business, comprising multiple features of the market/hierarchy/network or
state/business/community triptychs, are identified by Skelcher and Smith (2015: 434) as a process of organizational hybridity
that happened when entities “face a plurality of normative frames” and “contradictions between institutional logics”. Just like
New Public Management did in public management field, it opens up a promising research agenda on a topic of considerable
academic and practical significance. We aim to contribute to this debate by adding some light about the role of accounting tools
in current environment of social economy organizations. Even though there is a general perception that Portuguese social
economy organizations have structured their accounting information systems in a very elementary way, as far as the authors are
aware, no systematic study exists to support this perception. Several theories attempt to explain managers' motivations behind
the decision about the adoption of accounting and management tools (Ax & Greve, 2017). The institutional approach is
particularly relevant to the analysis of organizational behaviour and its dynamic. This theoretical perspective makes it possible
to understand why organizations are so heterogeneous, on one hand, and why they are so similar, on the other hand. New
institutionalism emphasizes the influence of external factors on organizational behaviour arguing that, to receive support and
legitimacy, organizations must conform to the dominant rules and requirements of their institutional environment (Meyer &
Scott, 1983). Thereby, organizations within the same environment tend to be isomorphic. This approach focuses on the taken-
for-granted nature of organizational forms and practices (DiMaggio, 1988). From this standpoint, accounting tools are adopted
to comply with institutional reasons that may be inconsistent with rational economic reasons, such as cost-minimising goals
(Moll et al., 2006; Bhimani et al., 2016). An alternative view (rationalism) assumes that rational managers are unlikely to adopt
or use accounting tools that do not help them in enhancing performance or do not prove to be useful for decision making or
management control (Brierley, 2013).

The purpose of this study is twofold: on one hand, we aim to identify the architectures of accounting information systems
implemented in social economy organizations; on the other hand, we intend to go further by understanding the reasons why they
were implemented. Therefore, we are confronted with two conflicting theories - institutional theory versus rational choice. The
paper is structured as follows. The next section presents the main ideas and arguments of institutional theory and its contrast
with rational choice theory. This is followed by the methodology section, with a brief analysis of the Portuguese third sector
and its historical origins and a description about how the questionnaire was constructed and applied. The fourth section presents
the empirical findings, followed by the discussion of results. Finally, the main conclusions and contribution of the paper are
presented, together with the recognition of research limitations and future research opportunities.

2. Theoretical framework

Economic, financial and business research was, for a long period, dictated by the positivism approach (Bryman & Bell, 2015).
This epistemological approach has shaped the research agenda and the theoretical place in the field of organizations (Swanson,
2005). Until the 1970s, accounting research was guided by the aim of developing great models to support decision-making and
dominated by quantitative methodologies (Bromwich & Scapens, 2016; Major, 2017). These studies had the underlying idea
that (1) decision-makers are rational and use accounting information optimally, looking for goals such as profit maximization
or shareholders’ wealth, and (2) there are no other goals and/or conflict situations (Major, 2017). Under this approach, reality is
external, singular and objective, researchers are neutral, and “accounting hypotheses can be statistically tested to produce
generalizable findings” (Bisman, 2010: 6). More recently, mainly since later in the 1980s, accounting researchers became
increasingly interested in studying accounting in the context within which it operates (Messner, 2016; Walker, 2016). Thus, the
interpretative paradigm and qualitative methodologies, especially case study research, gained new support in the accounting
research agenda (Vaivio, 2008; Parker, 2012; Bromwich & Scapens, 2016). This represented an epistemological stance guided
by the basic assumptions that social practices, including management accounting, are socially constructed phenomena and social
actors can change the social rules and practices that guide their behaviour (Rossetto & Rossetto, 2005; Bromwich & Scapens,
2016; Hopper & Bui, 2016; Buscoande Quattrone, 2018). This is a sociological approach which explains that organizations
adopt certain practices as a form of legitimation and not primarily for economic reasons (Oyadomari et al., 2008) since decision-
making does not deal only with rationally and neutral information, rather, the decision-making process in organizations involves
factors such as emotions, politics, culture, epistemological limitations, or prejudices (Quattrone, 2016, Saukkonen et al., 2017).
Meyer and Rowan (1977) described the institutions as myths, characterized by the values that are accepted as legitimate and as
such, over time became institutionalized as the proper way of doing things. In this sense, the demand for legitimacy by the
organizations pressure them to adopt positions, policies, programs and ways that are understood as proper, rational and correct
and as such, incorporate myths. Under this New Institutional Sociology (NIS), accounting can be studied as an institution within
the organization, i.e., a set of routines consisting of habits that make sense to a certain group of people. Theorists of this thinking
line began to give more importance to the social, cultural and environmental aspects in which accounting run (Brignall & Modell,
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2000; Gomes, 2007; ter Bogt & Scapens, 2018; Piacentini, 2018) and interpret institutional logic as “socially constructed,
historical patterns of cultural symbols and material practices, including assumptions, values and beliefs, by which individuals
and organizations provide meaning to their daily activity, organize time and space, and reproduce their lives and experiences”
(Thornton et al. 2012: 2). DiMaggio and Powell (1983) studied the homogeneity of organizations and the processes by which
organizations became isomorphic: coercive, mimetic and normative. Isomorphism is a “constraining process that forces one unit
in a population to resemble other units that face the same set of environmental conditions” (DiMaggio and Powell, 1983: p.
149). Early NIS theorists sought to explain how different organisations, in many aspects, conformed to similar standards of
behaviour and how they employed similar structures. Moreover, they sought to explain the stability in these standards of
behaviour and organisational structures. Based on the seminal work of Abrahamson (1991), Malmi (1999) tried to explain why
innovations in management accounting are spread by organizations and how this phenomenon occurs. The theoretical model
drawn by Abrahamson (1991) uses four perspectives to explain the diffusion or rejection of technologies in accounting. The
four perspectives are described below and are delimited by two dimensions — outside influence and imitation focus.

Imitation-Focus Dimension

Imitation Processes Do Not
Impel the Diffusion or
Rejection

Imitation processes
Impel the Diffusion or
Rejection

Organizations Within a Group
i Determine the Diffusion and
i Rejection Within this Group

__________________________________________________________________________________________________________

Organizations Outside a

Outside- Influence Dimension

Group Determine the ! Forced-Selection Fashion Perspective
' Diffusion and Rejection within | Perspective P
! This Group !

Source: Abrahamson (1991: 591)
Fig. 1. Explanation of diffusion and rejection of administrative innovations

According to Fig. 1, adoption or rejection of an administrative innovation is framed within four quadrants: Efficient-choice;
Forced-selection; Fad, and Fashion. The efficient-choice quadrant is based on two assumptions: (1) organizations can freely
and independently choose to adopt an administrative technology and (2) organizations are relatively secure about their goals
and about the impact of technology under evaluation in attaining those goals. In other words, individuals are rational decision-
makers, and constantly compare alternatives looking for optimal decisions based on cost-benefit calculations. In contrast to
efficient choice, the three other quadrants —Forced-selection; Fad, and Fashion — are based on the assumptions that: (1)
organizations will seek external legitimacy; (2) legitimacy is gained by adapting their internal characteristics to conform to
expectations of the key stakeholders in their environment. In this sense, Abrahamson’s model offers an important tool for a
better understanding of the role accounting plays in its day-to-day management activities of third sector organizations in
Portugal. This model proposes a direct confrontation of both theoretical perspectives, rational-choice versus institutional theory,
but simultaneously dealing with real life ambiguity. There also are gradations between rational and intuitional reasons behind
decisions within organizations. Rationality can coexist with no rational behaviours, and so, the question is which one prevails?
Abrahamson’s model helps us find the answer. The model assumes that processes that prompt the adoption of efficient
innovations may coexist with processes that prompt the adoption of inefficient ones. Additionally, it recognizes that this
variation depends on the organizational environment (Table 2).

Since third sector organizations are highly dependent on voluntary and public financial contributions, their sustainability is
deeply dependent on their reputational capital (Suh & Amine, 2007). In this case, social legitimization is gained mainly through
maximization of social benefits and reproduction of collective values, and thus the ability to be accountable to stakeholders is
crucial (Coluccia et al., 2017; Hug & Jager, 2014).
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Table 2
Abrahamson’s Model and the Isomorphic Behaviour

Abrahamson’s Model

Isomorphic Behaviour

The forced-selection perspective allows authority to dictate that
administrative innovations are adopted.

This form of power is attributed to the State and the companies that control
other companies, their dependents. This reason for adopting a certain tool is
not considered a valid justification since it does not give any alternative
option.

Finally, the fad perspective is different from the fashion view, because in
this case of imitating other organization, it is not the models that are trendy
but the other organizations. Organizations tend to imitate other organizations
for legitimacy (DiMaggio and Powell, 1983; Meyer and Rowan, 1977) and /
or to prevent competitors gain competitive advantage (Malmi, 1999).

The fashion perspective assumes that, in uncertain circumstances,
organizations tend to imitate the administrative models promoted by
organizations outside of their group, such as consultancy firms whose
mission is the creation or dissemination of these models, nicknamed the
“fashion-setting organizations.” The tools promoted in this way may or may
not be efficient.

The coercive isomorphism - regulative pillar (Scott, 2001) - derives from
political influence and legitimacy problems and is the result of formal and
informal pressures exerted by authority or coercive power.

Mimetic Isomorphism - cognitive-cultural pillar (Scott, 2001) - results in
imitating the decisions of other organizations taken as references to its
environment. Organizations seek to show that they are similar to other
organizations in various aspects, although there is uncertainty as to what they
seek to achieve and how they want to achieve their goals.

Normative isomorphism - normative pillar (Scott, 2001) - stemmed from
the professionalization process, and recognized the important role that the
professions (legitimacy of formal education) have in spreading practices and
guidelines to be followed by similar organizations. Professionalization
institutes a set of rules, working methods and procedures specific to a
particular occupation or activity in order to establish a cognitive and
legitimate basis for professional autonomy.

Source: Own Elaboration

Jager (2014) distinguished six approaches of non-profit accountability, as summarized in Table 2 as follows,

Table 2
Approaches of non-profit accountability
Strategy Core To whom is nonprofit accountable? How does it achieve accountability?
approach concept
Normative Normative/ ethical Sosiety Moral obligation tolprc')vid'e justiﬁcations for the way the
approach nonprofit aims at achieving its mission.
Relationships among organizational actors
Relational Embeddedness embedded in a social and institutional —Negotiate criteria measures and interpretation of success
approach stakeholder environment Legitimacy is socially constructed
Particular sets of stakeholders
Specific stakeholders such as board of
directors, funders and patrons, government ~ Multiple approach to satisfy different expectations of
Stakeholder External stakeholder agencies, decision makers, oversight stakeholders
approach agencies, institutional supporters, staff, Public as legitimating reference body balances all
members, volunteers, clients, stakeholders’ relations as important
Wider public
Rule-based . . Objective standards of assessment
approach Legality Specific set of stakeholders PreJdictable and legal stream of information
Funders and other stakeholders Tools to provide arguments to support the organization’s
Strategic Nonprofit for securing resources such as  mission
Strategy . . .
approach support from volunteers or money from Information on outcomes achieved Calculate expectations
funders nonprofit fulfills with its services
Learning how to improve activities in order to achieve local
Learning Organizational Nonprofit for improvement in  government mission
approach learning effectiveness Creating a culture of accountability that is built on mission and

purpose

Source: Jager (2014: 612)

The first four approaches, normative, relational, stakeholders and rule-based, strongly imply the influence of the environment
over the organization. This is a huge argument for justifying the institutionalization of some practices, forms, structures and
understandings within these organizations (Hanlon, 2004). Accounting, as a social practice (Potter, 2005), is profoundly shaped
by the local and time-specific factors that characterize organizational context. Thus, researchers who follow an institutional
approach advocate that accounting tools, like other organisational forms and practices, are institutionalized “when they are
adopted because actors take them for granted, rather than because a rational choice process found them to be the most appropriate
for the technical requirements of the task” (Jarvinen, 2016: 862). However, according Thornton and Ocasio (2008: p. 101), “the
approach to institutional logics integrates the structural, normative, and symbolic as three necessary and complementary
dimensions of institutions, rather than separable structural (coercive), normative, and symbolic (cognitive) carriers”, as
suggested in our framework. Management control systems play a key role in the competitiveness of organizations (Voyant et
al., 2017). Several theories attempt to explain managers' motivations for adopting certain models of accounting and management
control (Ax & Greve, 2017). One of the most striking aspects of accounting research in the last two decades has been the
recognition that accounting practice is closely related to the organizational and institutional environment in which it is situated,
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i.e. accounting is seen as part of a larger context in which it acquires a specific meaning (Messner, 2016). In this sense, the New
Institutional Sociology (NSI) interprets the behaviour of organizations, integrating them in the context in which they operate,
thus recognizing the influence of the environment and explaining the process of adopting practices, rules and management
routines as a mechanism of adaptation to the environment and the search for legitimacy. The institutional approach has had a
special relevance in the analysis of organizational behaviour and organizational dynamics, making it possible to understand why
organizations are as heterogeneous as, on the other hand, are so similar. However, studies that explicitly discuss the contexts of
a particular industry are exceptions rather than the rule (Messner, 2016). Perhaps due to the complexity of the challenges it faces
(Badillo et al., 2017), the automotive industry has been the cradle of applying management philosophies. Many of these practices
are now a reference in several sectors of activity (Mesquita et al., 2013). In the more distant past, researchers in management
accounting were essentially concerned with improving "practice" by developing normative templates to be applied by
practitioners. However, evidence that the transfer of this knowledge to the world of practice did not occur alerted researchers to
the possibility of not understanding the complexity of accounting practice in an imperfect world (Bromwich & Scapens, 2016).
Thus, in the 80's, research begins to emerge guided by theoretical Behaviourist references (Hopper & Bui, 2016). Several field
surveys emerged that pointed to the gap between theory and practice (Bromwich & Scapens, 2016). At this stage, the interest in
studying the different practices in the respective context is revived, and the researchers take a subjective view of the phenomena,
trying to understand the existing interactions. The emergence of these new theoretical and methodological alternatives elicited
vigorous debates in the circles of researchers (Hopper & Bui, 2016). The new theoretical approaches follow an interpretive
paradigm and seek to explain the interaction between social structures and the meaning they acquire in the day to day of
organizations. Within this perspective, accounting and its practices are interpreted as a socially constructed phenomenon (Busco
& Quattrone, 2018). The theorists of this line of thought begin to give more importance to the social, cultural and environmental
aspects in which the organizations are inserted (Gomes et al., 2014), recognizing that decision-making not only deals with
rationally treated neutral information, On the contrary, the decision-making process in organizations involves several factors,
such as emotions, politics, culture, epistemological limitations or prejudices (Quattrone, 2016; Saukkonen et al., 2017).
Consequently, there are proposals of theoretical frameworks that highlight and highlight the role of external pressures and
institutions in the change in management accounting (ter Bogt & Scapens, 2018). The organization is not limited to the sum of
the elements that compose it, and in this sense, institutional theory seeks to explain organizational behaviour as a whole, relating
it to the surrounding environment, which is a determining factor of organizational actions and decisions (Martins et al., 2014).

3. Methodology
3.1. Portuguese social economy

As noted above, social economy is not the only term used to mean that group of organizations “in which individuals, volunteer
associations or other organized entities conduct business in the public interest and reinvest profit to achieve social goals”
(Luyben, 2012). Indeed, from ancient times, “there are countless examples of social entrepreneurs that can be cited from around
the world” (Schillaci et. al, 2017: 124), making it difficult to find a static and unique concept. Nevertheless, to actively promote
the changes that our planet and its people need, first we ought to understand national dynamics. Evers and Laville (2004) pointed
out the main differences between ‘European’ and ‘American’ definition of third sector, as it is shown in table 2:

Table 2
The organizations involved in third sector: ‘European’ versus ‘American” definition
‘European’ definition of third sector ‘American’ definition of third sector

Emphasis on an analytical approach developing association typologies and  Emphasis on a classificatory approach centred on a statistical interpretation
changes as well as the development of the economic dimension of all ‘not-  of the importance of a sector comprising all non-profit organizations
for-profit’” social economy organizations.

Criterion of limits on private acquisition of profits: inclusion of cooperatives ~ Non-distribution constraint central, exclusion of cooperatives and mutual aid
and mutual aid societies societies

Source: Evers and Laville (2004: 13)

In a large collaborative research project on solidarity practices in Europe, conducted over 3 years and spanning 12 countries,
Eschweiler et al (2019) found important evidences that, in spite of the diversity of country settings, namely in terms of politico-
administrative traditions, types of welfare capitalism, forms of the European Social Model, there are structural similarities across
Europe. As it is expected, Portugal follows the ‘European’ definition. So, like many other European welfare states, Portugal
has had a long tradition of partnership between state and third sector organizations. Since the beginnings of Portuguese
nationhood in the 12th Century, several non-profit organizations have been connected to the Church. This close connection
between the Church and the State has been critical in shaping the evolution of the Portuguese third sector all over the centuries.
Franco et al. (2005: p. 2) argue that the current features of the Portuguese third sector reflected the country’s long history of
civil society development which “has been influenced by four major impulses: first, the country’s Roman Catholic heritage;
second, its long tradition of mutuality and self-help; third, its equally long history of authoritarian political control; and fourth,
its recent democratic transition, which has led to a growing reliance of state agencies on private non-profit groups”. Currently,
in Portugal, the main criterion to be consider as a social and solidarity organization is (i) being a non-profit organization, (ii)
have a social purpose at the top and (iii) result of private initiative. The condition of having social purpose at the top is in line
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with the concept of “building the human economy together” defined by Hart, Laville and Cattani (2010). Nevertheless, at the
same time, these organizations are facing growing pressure to changing to a new management paradigm which is more closed
to business. To deal with such a conflicting setting, these organizations tend to develop a kind of bipolar identity, they must be
both, self-interested and mutual, to be economic as well as social, and like Hart et al (2010: p. 2) argue, “it is hard to be both”.
The representation of the relationship between the ‘social’ and the ‘economic’ as dual motivation (Hodgson, 2017) is likely to
have influence on the accounting system.

3.2. Data collection

The survey was conducted in the second half of 2014 and the first half of 2015. Our sample included all types of organizations
such as Foundations, Cooperative Associations or Private Institutions of Social Solidarity. The questionnaire was based on the
seminal works of Abrahamson (1991) and Malmi (1999). Since it is an exploration study about which perspective(s) drive the
adoption and diffusion of management accounting innovations, we did not intend to test hypotheses derived from these
perspectives, rather we aimed to investigate the applicability of Abrahamson's framework to describe and establish propositions
about the dynamic of the adoption and diffusion of one management accounting tool in Third Sector Organizations. The
questionnaires contained sixteen close-ended questions. The questions were divided in two sections: 1. Demographic data
obtained using nominal and interval scales; 2. Data related to the proposed research questions and hypotheses. Questions number
15 and number 6 were adapted from Malmi (1999). Open-ended questions were designed to provide deeper insights about the
accounting and management practices, as well as financial and no-financial report practices. The sample of our study is described
in tables 3 to 9. Table 3 characterizes the organizations in terms of their legal personality, including cooperatives, charities,
foundations, associations with different motivations, private institutions of social solidarity and others. Of the total sample of
117 organizations, the majority (N=75) represented “Private Institutions of Social Solidarity”’ connected to cultural, recreational,
sports and local development. Of the total sample of 117 organizations, thirty-nine were younger than 25 years old; forty-six
were between 25 and 50 years old and twenty-five were above 50 years old.

Table 3
Sample - Legal form

L Middle-aged L No answer
Younger organizations .S Oldest organizations
organizations (between

Legal form Total (up to 25 years) 25 and 50 years) (above 50 years)

N % N N % N N % N
Cooperative 6 0 0.0% 3 2.6% 3 2.6%
Charities (Misericordias) 11 2 1.7% 1 0.9% 8 6.8%
Foundation 11 5 4.3% 2 1.7% 4 3.4%
Associations (cultural, recreational, sports and 6 1 0.9% 5 1.7% 3 2.6%
local development)
Prlvate I_nstltutlon of $001a1 Solidarity not 75 30 25.6% 38 32,59 7 6.0%
included in above categories
Other entities with legal personality 1 1 0.9% 0 0.0% 0 0.0%
No answer
Total 117 39 33.3% 46 39.3% 25 21.4% 7

Source: Own Elaboration

As shown in table 4, the majority of participants assumed the “support to youth and children” or “protection of senior and/or
invalid citizens” as its main mission. However, “family support” and “support for social and community integration” are also
representative categories.

Table 4

Sample - Organization mission
Areas of Action/Influence of the Institution N % N
Support to youth and children 77 65.8%
Protection of senior and/or invalid citizens 73 62.4%
Family support 54 46.2%
Support for social and community integration 39 33.3%
Health promotion and protection 24 20.5%
Education and professional training 23 19.7%
Population house problem solving 9 7.7%
Other 16 13.7%

Source: Own Elaboration

The sample is further characterized in Tables 5 to 7, namely in terms of number of workers (Table 5), number of volunteer
workers (Table 6), revenue and maturity (Table 7). As we can see, 46.2% of the sample included organizations with 11 to 50
workers. Table 6 shows that 23.1% of the sample had no volunteer workers, while almost 37% have up to nine volunteer workers
and only a small percentage (4.3%) reported the collaboration above 29 volunteers.
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Table 5

Sample — Number of Workers
Number of workers N % N
Up to 10 workers ]0;10] 17 14.5%
Between 10 and 50 workers ]110;50] 54 46.2%
Above 50 workers >50 44 37.6%
No answer 2 1.7%

Source: Own Elaboration

Table 6
Sample — Number of Volunteer
N % N

No Volunteer Workers 27 23.1%
Volunteer Workers [1 to 9] 43 36.8%
Volunteer Workers [10 to 29] 23 19.7%
Volunteer Workers [30 to98] 5 4.3%
No answer 19 16.2%

Source: Own Elaboration

Table 7 shows the amount of revenue of participants. It is important to note that 37.6% of the sample had an amount of revenues
above 500,000€.

Table 7

Sample — Revenue
(euros) N %
Less than 100,000 10 8.5%
Between [100,000-249,000] 13 11.1%
Between [249,000-499,999] 21 17.9%
Above 500.000 44 37.6%
No answer 29 24.8
Total 117 100%

Source: Own Elaboration

In terms of maturity, the sample included 40 organizations (34.2%) that were less than 25 years old, 46 organizations (39.3%)
aged between 25 and 50 years, and 25 organizations (21.4%) older than 50 years (Table 8).

Table 8
Sample - Maturity

N % N
=< 25 years old 40 34.2%
> 25 and =< 50 years old 46 39.3%
> 50 years old 25 21.4%
No answer 6 5.1%

Source: Own Elaboration

Related to the source of income of these organizations, Table 9 presents the results for three consecutive years. The respondents
distributed 100 points from the following sources of funding: Social Security; European Social Fund; services rendered to
members or equivalent; services rendered to third parties; property incomes and other relevant source of income. The average
of the responses, for the three years, shows stability in the source of income. The source of income most important is the Social
Security (with more than average with 40 points) and the less is property incomes, which received only an average of 2 points.

Table 9
Sample — Source of income

Average three years-previous Average Two Years-previous Average Last Year (Standard
(Standard deviation) (Standard deviation) deviation)

Social Security 42 (28) 41 (27) 42 (28)
European Social Fund 3(12) 4 (12) 3(11)
Donations and similar 8 (16) 8 (16) 8 (16)
Services rendered to members or equivalent 10 (20) 10 (20) 10 (20)
Services rendered to third parties 23 (27) 24 (28) 24 (28)
Property incomes 2 (6) 2(7) 2 (6)

Other relevant source of income 9(7) 9(7) 9 (18)

Source: Own Elaboration

5. Results and Discussion

Since there has been little investigation about accounting practices in Portuguese third sector organizations, the first question
was “what are the accounting tools presently used by third sector organizations?”” The answer could not be obtained directly
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from any database or elsewhere. So, data were collected through the questionnaire. The results, presented in Table 10, have
some surprises.

Table 10

What are the accounting tools most used in the third sector?
Tools n % n
Budget 93 79.5%
Financial Accounting 87 74.4%
Management Accounting (traditional methods) 74 63.2%
Human Resources Statement (“Balango Social”) 49 41.9%
Sustainability Report 17 14.5%
Balanced Scorecard 7 6.0%
Benchmarking 5 43%
Activity Based Costing (ABC) 4 3.4%
Total Quality Management 4 3.4%
Any accounting tool is used 4 3.4%

Source: Own Elaboration

Table 10 presents the type of tools used by the organizations included in the sample. With regard to implementation, the budget
is the instrument with the highest index of implementation with 79.5% of total sample, followed by the financial accounting
with 74.4%. The traditional methods of management accounting were adopted by 63.2%. However, Activity Based Costing,
Balanced Scorecard, Benchmarking and TQM have a very tiny diffusion within the sample group. The Human Resources
Statement obtaining 41.9%. This is surprising, since in Portugal it is compulsory only for organizations with more than 100
workers. To answer the second question (“Why these accounting tools were adopted?”’) participants were asked to indicate, on
a 7-point scale (1 = Not important; 7 = Very important), how much each of the items (see Table 11) led to the adoption of each
of the accounting tools currently used. Table 11 shows the possible reasons grouped in four categories: “Efficient-choice (1RC)”,
“Forced selection (2CI)”, “Fad (3MI)” and “Fashion (4NI)”. First, it is imperative to explain that the “R>=4" in figure 12 means
the number of participants who rated the item equal or higher than four on the 7-point scale (1 = Not important; 7 = Very
important). Also, it is quite relevant that the most participants marked only one or two reasons for the decision about the adoption
of each accounting tool. We interpret that as demonstration of clarity about the motivations. Table 11 shows that the “legal
imposition” is the item most identified, with “R>=4" for traditional accounting tools like Budget; Financial Accounting;
Management Accounting. As mentioned before, the major client of the Portuguese third sector is the State. Indeed, the majority
of non-profit organizations are financed by public organizations, both directly through operating subsidies or based in
outsourcing relationships. This results in a submission relationship, as described by (DiMaggio and Powell 1983). It means that
the more powerful actors (state and funding bodies) may impose certain procedures and practices, such as legal frameworks or
budget schedules, to induce the less powerful actors to interact with them. This can be interpreted as “resource-based
accountability”, i.e., decisions of third sector organizations about their accounting models are driven by expectations of the
resource owners (Hug & Jager, 2014: p. 772).

The legal imposition of Financial Accounting derives from the legal frame of the organization. Indeed, Financial Accounting is
mandatory for every organization with legal and financial autonomy. However, the imposition of a Budget or Management
Accounting only happens when third sector organizations have a contractual relationship or a government-non-profit
partnership. This is understandable since, as pointed out by Bhimani et al. (2016: 296), “performance assessment and
measurement costs thus permeate most aspects of outsourcing controls”. This control rule of accounting is not surprising, since
the Portuguese public sector has been focused on financial performance aspects.

This tendency can, at least partially, explain why “Social Security”, identified in Table 9 as the main funding body of
participants, imposes a budget control and an internal cost accounting system on those organizations they support. Indeed,
“several studies informed by institutional theory show that the financial controls [were] devised to discipline resource use in
public-sector organizations” (Brignall and Modell, 2000:283). These coercive pressures from funding bodies for improving
financial performance occurred simultaneously with other forces of a less coercive nature, namely, the advice of the accountant
(“we were advised by our accountant”) or the perception that “management processes required new management tools”. While
the former is in line with a typical example of normative isomorphism, the second is informed by rational choice theory. This
apparent contradiction is in line with the argument of Brignall and Modell (2000: 300) that institutional theorists over-emphasize
the adaptive nature of organizational behaviour, and that it is important “to complement this with a view of management as an
intentional and pro-active agent”. If we look at the data at a more general level, the results still show that the dominant forces
that led to the implementation of the accounting tools used in Portuguese third sector are coercive in nature. Figure 2 summarizes
the reasons behind the adoption of each accounting tool.
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Fig. 2 reinforces the evidence that the decisions about the adoption of accounting tools were driven simultaneously by “coercive
isomorphic practices” and “rational choice”. Thus, this paper proposes that these two general models (over-rational vs. over-
socialised) should not be seen as two opposing views, but rather as two complementary dimensions of decision-making
processes and behaviours. Indeed, decision-making deal with a mix of rational and sociological factors, as argued by Quattrone
(2016) and Saukkonen et al. (2017).

6. Conclusion

According to DiMaggio (2003), a huge number of the studies about non-profit organizations have been seduced by the “fallacy
of essentialism” which means that they assume that these organizations are immutable. However, the relationship between the
state and the third sector organizations, the way they interact, and the role of the third sector in providing public services are
controversial issues (Brown and Troutt, 2007) and change over the time. Thus, we assume that “non-profitness has no single
transhistorical or transnational meaning; non-profit-sector functions, origins, and behaviour reflect specific legal definitions,
cultural inheritances, and state policies in different national societies” (DiMaggio & Anheier, 1990: p. 137) and starting from
the place that management accounting systems and practices constitute organizational rules and routines (Burns and Scapens,
2000), this paper describes the reasons behind the adoption of accounting tools used by third Portuguese sector organizations.
The theoretical ideas of the new institutional theory were compared with rational choice theory assumptions. The research design
was based on earlier work of Abrahamson (1991) and Malmi (1999). The results support the theoretical perspective of
institutionalism. Indeed, third sector organizations operating in Portugal use essentially traditional accounting tools like financial
accounting statements, cost accounting and budgeting, and there are clear evidences of coercive isomorphic behaviours. Since
there has been little investigation about accounting practices in Portuguese third sector organizations, our results cannot be
compared with past results. It is not an easy task to show the utility of academic work outside of academic circles (Chapman,
2015). Even so, this paper contributes to the current debate relating to what, how and why third sector organizations adopt certain
accounting tools and in what kind of decisions they are used. On the practical side, the study provides politicians and government
officials with relevant information to better define the way public policies should support for third sector organizations’ activities
and management. Despite its contribution, authors recognize some research limitations. The main limitations of the research
stem from the questionnaire. Indeed, although questionnaire was design based on earlier literature, construct validity was not
assured. Moreover, there is a sample bias because of data collection procedures. To deeply understand the reasons behind the
adoption of accounting information tools in Portuguese third sector organizations, there is a need for longitudinal case study
which allow the authors to understand how and why the accounting systems are designed and used in real context. This future
research should follow a more comprehensive framework as that proposed in ter Bogt and Scapens (2018). Moreover, for future
research, we suggest a qualitative approach in order to identify the hybrid nature of third sector organizations, where plural
institutional logics interact (Skelcher & Smith, 2015).
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