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ABSTRACT
This article aims to analyze the deinstitutionalization of the inflation-adjustment accounting practices used by large Brazilian companies. The 
theoretical assumptions used were based on institutional theory, which provides a sociological interpretation of human behavior that recognizes 
the phenomenon of limited rationality and the political character of social action. Analyses were based on the empirical approach that was 
proposed by Oliver (1992). The research strategy consisted of questionnaires and interviews conducted in a population of 118 large Brazilian 
companies from Exame Magazine’s list of the 500 largest companies. The primary respondents were accountants and controllers. Factor analysis, 
one-way ANOVA and the Kruskal-Wallis test were conducted using the approach proposed by Oliver (1992), and the research included 22 
variables comprising 12 constructs and 6 qualitative hypotheses regarding the pressures that motivate the deinstitutionalization of inflation-
adjusted accounting practices. Therefore, with regard to the constructs assessed, emphasis was placed on identifying the political pressures (the 
environment) and the functional pressures in both the organizational and environmental dimensions. However, the social pressures did not 
prove to be significant. We conclude that the process of deinstitutionalization results from a distinct combination of institutional factors, and 
these results are consistent with the findings from research conducted in the US market and in the UK.
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 1  IntroductIon

In an inflationary environment, any accounting figures 
that are calculated using the method of historical cost ba-
sed on value cannot be translated to reflect the dynamics 
of the external economic environment, thus causing a loss 
in relevance (utility), comparability and materiality of the 
accounting information, i.e., the accounting information 
loses legitimacy to its associated stakeholders. 

The practice of accounting restatement represents 
an institutional control system that aims to measure the 
effects of inflation on the accounting figures that are re-
ported to the market and other stakeholders in a given 
period. With regard to the institution of formal control 
systems, Collier (2005, p. 337) criticized the conceptual 
framework proposed by Simons (1995) and Ferreira and 
Otley (2005) because it pays little attention to the rela-
tionship between belief systems and the forms of control 
used by organizations. Collier also emphasized that the 
interaction between formal and social systems of control 
needs to be investigated.

According to Oliver (1991), legitimacy can be intentio-
nally sought and institutional standards can be subject to 
acceptance or rejection by organizations. In this context, 
the desire to regain the accounting information legitimacy 
that was lost due to the highly volatile economy led to seve-
ral actions being taken - sometimes coercively, sometimes 
normatively - within the Brazilian institutional environ-
ment. These actions were imposed to correct for the distor-
tions caused by inflation and to rescue the legitimacy of the 
accounting information for its users.

Thus, government regulatory and inspection agen-
cies (the Federal Revenue Secretariat of Brazil and the 
Securities Commission) coercively instituted Laws and 
Prescriptive Instructions that required the various or-
ganizational actors to adhere to a homogenized set of 
accounting standards of conduct (through the adoption 
of an accounting restatement model), i.e., organizations 
with similar organizational characteristics, such as op-
ting for the taxation of actual profit, having shares tra-
ded on stock exchanges and/or being included in a given 
economic sector, would have to adhere to the same ac-
counting standard. This requirement created homoge-
nous standard accounting "practices" under a scenario 
of high levels of inflation, where the maintenance of this 
practice was supported by the strength of the coercive 
and prescriptive mechanisms that institutionalized the 
indexation model that was used by companies and that 
lasted for decades. 

However, the laws and rules that had created stan-
dardized homogeneous accounting in the organizational 
field lost their strength with the establishment of the 
"Real Plan" economic plan in 1994, the goal of which was 
to control the high levels of inflation and achieve econo-
mic stability. In this context, there was an inversion of 
values and of the legitimacy of the practices institutio-
nalized during the periods of high inflation. The use of 

accounting restatement practices was considered to be a 
legitimate standard of conduct and to be within the pre-
cepts of the instituted economic plan. Restatement was 
perceived not only as a practice that could correct for the 
effects of inflation on accounting figures but also as one 
the continuing presence of which in the accounting are-
na encouraged the persistence of inflation because the 
publication of adjusted financial statements maintained 
inflationary memory in society (Cardoso, 2009). Thus, 
the mandatory nature of the institutionalized accoun-
ting restatement practices was voided, and a law was es-
tablished that prohibited the publication of joint adjus-
ted statements and that required that these accounts be 
produced for management and only be published as an 
additional statement. 

A movement to abandon monetary correction prac-
tices was thus initiated, and a procedure that had been 
institutionalized and incorporated into the habits and 
routines of the organization began to be phased out 
through prescriptive and coercive pressures. Later, an 
adjustment was made to the "Law," making indexation 
optional for companies; organizations were allowed to 
continue using accounting restatement practices if they 
wished, but the financial statements would have to be 
published separately and not jointly, as was previously 
followed, with the figures for assets, liabilities, revenues, 
costs and expenses in parallel columns (with and wi-
thout corrections).

In an analysis of the 500 companies that are classi-
fied as bigger and better, according to the database of 
Exame - Best and Biggest (Exame - Melhores e Maiores) 
maintained by the Institute of Accounting, Actuarial and 
Financial Research (Fundação Instituto de Pesquisas 
Contábeis, Atuariais e Financeiras [FIPECAFI]), in the 
year following the establishment of the Real Plan, over 
50% of these companies did not publish the adjusted in-
formation, although that does not mean that the prac-
tice was not being used for internal decision-making 
in these organizations. Approximately 212 companies 
continued to publish the adjusted information between 
1995 and 2006. These differences could indicate that the 
perception of the value and legitimacy of this practice 
is different between actors that participate in the same 
organizational field. It was found that movement away 
from the practice did not occur in a radical and comple-
te form in all companies. Large companies that are con-
sidered leaders in their sectors continued to use indexa-
tion, both in internal decision-making processes and in 
the publication of additional information. However, the 
value and legitimacy of this practice began to deteriorate 
for the managers and stakeholders. 

This behavior can be observed in the scenario des-
cribed by Lukka (2007, p. 98), in which formal rules le-
gitimize the existence of an organization and allow for 
informal routines. In turn, these informal routines act 
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as "protection" for the system, legitimizing the current 
systems of formal rules and protecting interests from the 
pressure to change.

Relief from the pressure to change has led some or-
ganizations to informally maintain routines, and this 
maintenance can be viewed as a short-term solution 
that causes these organizations to postpone functional 
adaptations for a long time compared with other organi-
zations that participate in the same organizational field 
(the capital market).

Given the influence of the environment and the mass of 
institutional factors and interests involved that impact the 
legitimacy of actions, for this research, it was decided to 
choose an institutional approach with theoretical support 
because using this type of approach permits an analysis of 
the effects of the role of institutions, which act by accelera-
ting or delaying the development, implementation or aban-
donment of standards and practices. 

 The new institutional sociology (NIS) theory seeks to 
explain why organizations in particular areas tend to beco-
me similar in terms of their behaviors, routines and struc-
tures. In this approach, the theorists distinguish between 
two environments: the technical and the institutional. In 
the technical environment, the actors are concerned with 
achieving technical efficiency in the organization's ope-
rations. In the institutional environment, the actors are 
concerned with the need to embrace/adopt rules and so-
cial norms and to meet the expectations of those outside 
of the organization. In both dimensions, the organizations 
tend to appear legitimate before their shareholders and 
stakeholders, thus ensuring access to the resources that are 
necessary for survival (DiMaggio & Powell, 1983; Meyer & 
Rowan, 1991; Scapens, 2006).

Machado-da-Silva, Fonseca and Crubellate (2005) 
argued that this approach is used to understand the 
historicity and the recursion of structures and practices 

from an institutional perspective. They also noted that 
one of the contributions that neoinstitutional theory 
makes to organizational studies is that it emphasizes 
the influence of the environment, which, along with 
legitimacy and isomorphism, is a vital component of 
organizational survival. 

In this context, this article aims to identify the 
pressures that contributed to the deinstitutionaliza-
tion process associated with the accounting restate-
ment practices because many companies stopped using 
them. Several research questions are raised, such as the 
following: Why do companies no longer use this prac-
tice? Why do some companies still produce and publish 
adjusted information? Why do other companies not 
produce and publish adjusted information in view of 
its relevance? 

Scapens (2006, p. 27) claimed that the systema-
tic pressures that influence and shape the accounting 
practices in organizations are due to economic pres-
sures, derived from new institutional economics (NIE) 
theory, that induce organizations to seek greater tech-
nical efficiency in their operations. These systematic 
pressures are also caused by pressures for legitimacy 
(NIS) that are related to the search for actions that 
cause the organization to conform to the expectations 
of its stakeholders. Furthermore, the pressures can be 
both external and internal in nature, and the process of 
change in management accounting practices is viewed 
as an evolutionary path.

An analysis model that is based on the assumptions of 
deinstitutionalization (Oliver, 1991, 1992) was constructed 
from the observed gradual abandonment of these accoun-
ting restatement practices in organizations and was used 
to empirically identify the pressures that led to the erosion 
and abandonment of accounting restatement practices in 
major Brazilian companies.

 2  theoretIcAl FrAmeworK

 2.1  Accounting practices as a tool for 
legitimizing actions and strategies

New institutionalists believe that people live in a 
world that is socially constructed and permeated by ru-
les and meanings. Much of an actor's activity is neither 
conscious nor intentional; it is undertaken unconsciou-
sly, as a matter of routine. Meyer and Rowan (1991) ar-
gued that there is a dichotomy between the pursuit of 
efficiency through technical activities and the search for 
legitimacy through inclusion in an institutionalized en-
vironment. These authors argued that the formal struc-
tures of many organizations in a post-industrial society 
dramatically reflect the myths of their institutional envi-
ronments instead of the demands of their operating acti-
vities. Thus, the institutionalized rules are classifications 
that are constructed within society, such as typifications 
or reciprocal interpretations, and are taken for granted 
or maintained by public opinion or force of law (Meyer 

& Rowan, 1991). Because organizations have often in-
corporated a variety of rational procedures, processes 
and rules in their formal structure, accounting repre-
sents a formal system (Carruthers, 1995).

Meyer and Rowan (1991) noted that the main reason 
for adopting a formal structure should normally be the 
search for greater efficiency in organizational decisions 
and the achievement of better results. In fact, rationa-
lized elements are incorporated because they maintain 
appearances. In other words, the elements represent 
the search for legitimacy through the perception of 
conformity, i.e., standards are accepted within a sys-
tem (Suchman, 1995). Continuing this reasoning, they 
added that the organizations that incorporate rational, 
socially legitimated elements within their formal struc-
tures maximize their legitimacy and increase their re-
sources and their ability to survive. Myths are taken for 
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granted and viewed as legitimate, independent of any 
assessment of their impact on operating results. Myths 
help to confer legitimacy on the organization. Moreo-
ver, modern Western societies favor a particular form 
of rationality; therefore, the organizations that operate 
within a cultural context will acquire more legitimacy 
if they can emulate or symbolically reproduce that ra-
tionality (Carruthers, 1995). In this line of reasoning, 
inflation is a product of social conduct with a shared 
meaning for actors, i.e., it represents both individual 
and collective subjectivity. In his research, Carruthers 
(1995) discussed the concept of decoupling, extracted 
from the arguments of Meyer and Rowan (1991). The 
formal organizational structure, with its highly ratio-
nalized appearance, is dissociated (or decoupled) from 
real organizational practice. 

Kury (2007) noted that the behavior of managers can 
be motivated not only by conflicts of interest (agency-ba-
sed motivations of self-interest) but also from the pressure 
for legitimacy, such as regulatory, normative and cultural-
cognitive pressures. Given the central logic that the main-
tenance of restatement practices applied to accounting fi-
gures during a particular period can produce a situational 
reality of "maximizing shareholder value" that is different 
than that expected by the "capital market," analyzing the 
pressures that occur within the institutional field provides 
an interesting context for exploring the use of this practice 
as a decoupled behavior.

The adoption of certain accounting practices or ac-
counting systems during a certain period as a formal 
structure represents the above concept well. Such a struc-
ture can be simply viewed as a formal ceremonial structu-
re or as a type of symbol used to create a good impression; 
however, in reality, it does not provide the true facts. Car-
ruthers (1995) explained that significant decoupling  can 
be attributed to the spread of rationalized procedures and 
cultural rules, rather than technical processes, which are 
not able to improve organizational performance. The pro-
cedures and rules can, however, improve the appearance 
of the organization, creating an image of rational choice 
that is not based on reality. 

Meyer and Rowan (1991) reported that organizational 
success depends on factors other than the efficient coordi-
nation and control of productive activities. In this context, 
Chua (1986) stated that the purpose of accounting is to help 
people make highly rational decisions because it represents 
a set of procedures that enables the creation and processing 
of information that, in turn, helps business people choose 
more profitable actions (Istvan & Avery, 1979; Davidson, 
Sticckney & Weil, 1988). The decoupling of a new accoun-
ting practice, while having little or no effect on corporate 
operations, would, according to new institutionalism, jus-
tify the actions of the manager who used a rational process 
and thus improve the company's image with its investors 
(Carruthers, 1995).

Mainstream accounting theory considers that ac-
counts can help produce better decisions. Accordingly, 
the application of accounting rules will generate in-

formation that will inform decision-makers about the 
current situation and help them to choose the best stra-
tegies. However, if accounts are being used to justify 
decisions rather than to make good decisions, we can 
say that the rationalization of accounting is dissociated 
or decoupled from reality (Carruthers, 1995). As the fi-
nancial accounts can be manipulated or can be viewed 
only as a kind of symbol to create a good impression, 
their credibility, neutrality, impartiality and objectivi-
ty lose effectiveness in the evaluation of organizational 
performance. 

In this context, in his research, Kury (2007) ob-
served that when organizational performance (profit) 
does not meet the standard of legitimacy, there is a gap 
between the structure and the activity. In this case, the 
accounts are decoupled from the results by profit ma-
naging. It becomes difficult to maintain appearances 
because the decoupling of the formal structure from 
the actual organizational practice becomes too trans-
parent. However, decoupling in financial accounts is 
more likely to be accepted by people who do not have 
accounting expertise, who are more likely to be "decei-
ved" and believe in a rational appearance and who are 
less likely to discover the degree of dissociation (Car-
ruthers, 1995).

When accounting rules are used to manipulate the 
official measures of profit, decoupling can endanger 
the organizational appearance. For example, a corpo-
ration can inflate its profits in favor of the sharehol-
ders or present an inaccurate picture of their unionized 
workers. Because accounts can mean different things 
to different audiences depending on how they are used 
(Carruthers, 1995), accounting restatement practices 
represent an example of decoupling between the appe-
arance and the reality of the facts. The absence of cor-
rection (of accounting information) can be understood 
as an example of decoupling in the accounts presented 
by the managers. The adoption of this practice can be 
justified because it reflects a lower performance in the 
eyes of stakeholders.

Accounts are often a central component of the for-
mal structure and represent an economic and organi-
zational measure. Accounts, like languages, are used 
to convey an image of the world. That is, accounting 
is intermixed with power structures and with the in-
terests of social actors and can be used for the defense 
and justification of the actions and interests of speci-
fic groups, both within the organizations and within 
their organizational field. An accounting practice can 
be viewed as an instrument with which to monitor the 
actions of social actors. For example, the treasury uses 
accounting practices to monitor its economic and fi-
nancial interests, as well as to monitor social actors. The 
meaning of accounting information depends on how 
it is used. Carruthers (1995) stated that the attention 
given to information should be moved from "syntax" 
and "semantics" to a “pragmatic” view because the role 
of accounting is to act as a mirror, reflecting economic 
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and organizational reality. In this context, accounting 
is used to quantify the qualities of the social and orga-
nizational world, making them predictable and calcu-
lable (Miller, 1992). 

Accounting is an instrument with which to legiti-
mize organizational actions and strategies, and Kury 
(2007, p. 377) stated that in the field of "US financial 
markets," the standards that demonstrate legitimacy 
derive from accounts. The legitimacy of accounts is ba-
sed on the assumptions of the three institutional pillars 
(regulative, normative and cognitive-cultural).

The regulative pillar represents those who establish 
and codify the rules of accounting through legal and 
coercive power, and it represents the organizations or 
groups where they are codified; that is, a group of ac-
tors determines which financial figures represent sig-
nals in the institutional field, the accounting standards 
prepared by the Financial Accounting Standards Board 
(FASB) / Comitê de Pronunciamentos Contábeis (CPC), 
the mandates of the Securities and Exchange Commis-
sion (SEC) / Comissão de Valores Mobiliários (CVM) 
and the rules of disclosure. It is within this pillar that 
the standards for accounting, reporting and disclosure 
requirements are formulated, the tax rules are codified 
and the supervisory functions are established. This pro-
cess of accounting regulation results in the coercive iso-
morphism of annual financial reports and tax returns, 
which offers a comparative and standardized basis that 
produces a perpetuation of accounts, representing a me-
asure of legitimacy (Kury, 2007).

The normative Pillar represents the process in which 
the accounts are certified and validated. In this pillar, 
the actors interpret rules, validate compliance and eva-
luate performance. Kury (2007) noted that there are 
two forms of legitimacy within the normative pillar: the 
accuracy of the accounts and the performance quality. 
Richardson (1987) added that the accounting profes-
sion serves as a legitimizing institution and validates 
the accuracy of accounts and financial reports through 
the audit. Therefore, the normative role of accounting is 
to support the regulative rules of accounts because the 
market analysts and the fund managers interpret the re-
ports, providing legitimacy to the company’s performan-
ce, and issue recommendations to buy and sell shares, 
thereby maximizing shareholder value. In addition, ac-
tions related to professional education and certifications 
are undertaken. This process results in the normative 
isomorphism of accounts, where the accounts are alig-
ned with the professional expectations of the normative 
institutional actors (Kury, 2007).

The cognitive-cultural pillar represents the context 
in which the actors operationalize accounts and where 
accounting legitimacy is based on compliance with so-
cial norms. The social actors seek to make comparisons 
between groups within the same institutional field, using 
standards from competing industries, or benchmarks, 
and historical performance and market indexes, which 
are elements that legitimize the accounts. Through mi-

metic isomorphism, the publicly traded companies show 
similar earnings trends, dividend policies and quarterly 
earnings generation (Kury, 2007).

Accounts represent logical mechanisms for the dis-
play of legitimacy, in which the regulatory actors es-
tablish accounting standards, the normative agents 
validate the accounts and assess the organizational per-
formance and the cultural-cognitive agents use the ac-
counts to construct and operationalize the social norms. 
In the cognitive-cultural pillar, therefore, the common 
logic of the institutional actors is based on "maximizing 
shareholder value," which represents the basis for defi-
ning strategies. Based on this logic, the institutional ac-
tors in the "financial and capital market" build a system 
of legitimacy for their actions and strategies (Meyer & 
Rowan, 1991; Suchman, 1995) because shareholder va-
lue is obtained through an examination of accounts and, 
therefore, by company profit or market yield. Thus, the 
financial and accounting figures represent a logical me-
asure for determining legitimacy.

However, Kury (2007) stated that when the accounts 
do not reach a level of performance that meets the stan-
dards of legitimacy, the social actors can create a dis-
tance between the structure and the activity (Meyer 
& Rowan, 1991), which leads to a decoupling of the 
accounts and the results (performance) through pro-
fit management. Therefore, Kury (2007, p. 378) stated 
that "the decoupling of profits occurs to compensate 
for inconsistencies, complexities and uncertainties in 
the business world." Accounting summarizes and re-
duces a highly complex social and organizational mass 
into a single item, namely the net profit. Accounts are 
used to record and monitor events, operations and the 
individual behavior of actors, as well as to evaluate and 
control organizational processes and results. Accounts 
facilitate the creation and management of information 
and are included among a wider set of information 
practices. They are used to supplement or even repla-
ce an individual or an organizational memory (Yates, 
1989). By providing quantification, documentation and 
evaluation as a premise for decisions, accounts reinfor-
ce the limited cognitive capacity of decision-makers. 
Carruthers (1995) concluded in his study that what 
or who is responsible for a decision is often more im-
portant than the actual result of the decision itself. In 
fact, when the relationship between the organizational 
means and the ends is uncertain, or when the results 
are ambiguous, the legitimacy of the decision-maker is 
stronger than the result itself.

Johansson and Siverbo (2009) highlighted the idea 
that decoupling is used to describe the discrepancy be-
tween the rules and the practice; however, they called 
attention to the fact that decoupling occurs intentio-
nally, that it is either an almost inevitable consequence 
between large organizations and their stakeholders due 
to the incompatibility of certain standards or a conse-
quence of the level of internal conflict and a lack of 
confidence in accountants.
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1 According to Zucker (1991, p. 83), institutionalization refers to a "process by which each individual transmits what is defined socially as real and at the same time at any point in the process, the meaning of an act 
can be defined to a greater or lesser extent as taken for granted in this social reality."

 2.2  Accounting routines and practices
Inflation is not a phenomenon that is exclusive to 

Brazil; countries such as the UK, the US, Japan and 
Germany have experienced periods of high inflation 
that resulted in a process where the regulatory bodies 
set accounting standards to guide recognition of the 
effects of price changes (inflation) on financial accoun-
ting. Contrary to popular belief, the notion of indexa-
tion as an option to mitigate the consequences of price 
fluctuations is quite old. For example, in Brazil, infla-
tion adjustment (indexation) was institutionalized1  
approximately 30 years ago, with the basic purpose of 
mitigating the adverse effects of inflation, which was 
spreading throughout the country. Throughout his-
tory and throughout the world, during times of high 
inflation, various actions have been taken to remedy 
the effects of inflation on businesses and individuals. 
By relating the effects of inflation to business routines, 
Famá (1980) noted that inflation is

a phenomenon of monetary loss, the economic effects 
of which should be reflected in financial statements. It 
erodes the purchasing power of money, distorts calcu-
lated gains, essentially flattening them, renders cash 
flow unmanageable, decapitalizes companies, leading 
some to situations of illiquidity as they rely on legal 
favors to avoid bankruptcy, changes the habits of the 
market causing some businesses to disappear, distorts 
the magnitude of relative values and creates optical 
illusions regarding values of profits and net worth. 
(Famá, 1980, p. 67)

In times of inflation, money loses its characteristic 
homogeneity, a required characteristic for adding or 
aggregating the transactions that occur during the ope-
rating cycle. Therefore, the existence of inflation makes 
the perception of the actual value relative to the input 
difficult (Gonzalez, 1999). In this sense, Famá (1980) 
added that inflation affects firms in different ways, de-
pending on how the input costs behave in the market. 
The variables that are used to measure inflation can 
vary depending on the type of user, regardless of whe-
ther it is the government, a businessman, a homemaker 
or a student.

González (1999) specified that the factors that sti-
mulate the existence of inflation involve dynamic gro-
wth, which leads to a tendency for prices and costs to 
increase, which in turn can favor some sectors. This 
process of inflation is determined by two factors: (1) 
increases in demand-inflation occur because the su-
pply is not capable of meeting the increased demand, 
thus causing price increases; and (2) increased cost-
inflation is caused by an increase in costs, having to 
import equipment needed to develop production pro-
cesses, the rigidity of the economic structure of the 
corporate financial policies or wage increases caused 
by union pressures.

In addition to these factors, inflation affects the eco-
nomy in three ways. (1) Inflation affects the redistribution 
of income or wealth because income rises more slowly 
than the growth rate of prices, which benefits those who 
have real assets. (2) Inflation affects the balance of pay-
ments in countries that show an increase in prices above 
the external average, and exports become less competitive 
and tend to decrease; under these conditions, imports are 
more attractive due to their lower relative price and can 
increase, thereby producing a deteriorating trade balan-
ce and balance of payments. (3) Inflation creates psycho-
logical effects, i.e., it establishes a climate of insecurity 
where claims of nominal incomes increase and demand 
shrinks. The climate of insecurity paralyzes existing pro-
jects (González, 1999). 

In relating the effects of inflation to accounting in-
formation, Matias (1972, p. 90) reported that "inflation, 
however, can distort the values of assets, the available 
and feasible, reducing the balance to an accounting fi-
gure without truth and without sense. It is this pheno-
menon that gave birth to illusory profits." The author 
concluded that without the practice of indexation in 
an inflationary period, there is no possibility of pro-
ducing distortion-free balance sheets or evaluating a 
company’s actual profits.

Installing and accelerating an inflationary regime cau-
ses the fixed asset values to become a falsehood if the va-
lues are kept in historical currency as opposed to current 
currency. Inflation can generate fictitious results (profits), 
undue distributions and the formation of unjustifiable fun-
ds. This phenomenon, if left untreated, can lead to wastage 
and/or the erosion of the capital of an organization (Matias, 
1972; Famá, 1980). 

The institutional logic that supports the maintenan-
ce of "indexation" practices in organizations refers to 
the fact that accounting information that is not adjus-
ted for the effects of inflation loses its usefulness for 
economic decision-making. Thus, this practice beco-
mes a permanent routine in organizations that need to 
disclose their financial information to various users. 
Friedland and Alford (1991) noted that accepted beha-
viors in the organizational field are legitimized by the 
institutional logic shared by the actors. 

Accounting restatement practices become routine in 
organizations when they enable the actors to meet the 
prevailing institutional logic in relation to the quality 
and the usefulness of the accounting information pro-
duced. In this context, Becker (2004), who researched 
the effects of routines on the behavior of organizations, 
noted the following: (1) routines are a type of truce be-
tween the various interests in organizations, and they 
facilitate the coordination of activities; (2) routines 
demonstrate some degree of stability in organizational 
behavior; (3) routines can be the source of behavioral 
inconsistency in organizations; and (4) routines are 
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 Table 1  A summary of research on inflation-adjusted financial information

Authors / year Research Findings

Dyckman 
(1969)

Used nominal statements adjusted by price level; 
financial analysts were encouraged to suggest the 
appropriate prices for the initial public offerings 
of shares of two hypothetical firms. 

The results showed that constant currency information weighs less in the decisions 
of analysts. 

Mautz Jr. 
(1990). 

Investigated the usefulness of financial statements 
adjusted for inflation.

Found that disclosure did not provide evidence for the usefulness of the adjusted 
information and that the results attracted little enthusiasm among investors and 
creditors.

Baran and Ofer 
(1980)

Researched the predictive ability of adjusted 
financial information.

Found evidence that a discriminant model using data in constant currency is 
better than a model based on historical cost data in the prediction of the risk and 
valuation of "bond ratings" securities.

Freishkoff 
(1982)

Researched the usefulness of adjusted financial 
information.

Verified that little evidence exists that adjusted financial information is useful.

Beaver and Lan-
dman (1983)

Analyzed the pronouncements of the Statement 
of Financial Accounting Standards (SFAS) no. 
33 and researched the use of adjusted financial 
information in capital markets. 

The results of their findings offer no evidence regarding the informational capacity 
of financial data adjusted for inflation. 

continues

conducive to knowledge and not just tacit knowledge.
Routines are derived from the ability of an organi-

zation to streamline a series of conditions, interrela-
tionships and a sequence of behaviors between various 
individuals within the organization. However, Hodg-
son and Knudsen (2004, p. 290) argued that routines 
are not behaviors; they represent stored behavioral ca-
pabilities or capacities.

Routines involve organizational structures and in-
dividual habits that, when activated, lead to sequential 
behaviors. Hodgson and Knudsen (2004, p. 290) illus-
trated that in a company where all employees and ma-
nagers work only during the week, there are a number 
of organizational routines. These routines do not di-
sappear as a result of the company being inactive over 
the weekend; instead, they emerge again in response to 
appropriate stimuli.

Johansson and Siverbo (2009) did not define a routine 
as the way in which activities are actually performed, but 
rather as a disposition to act or behave in a certain way. 
According to them, routines are stored dispositions toward 
actions that are triggered by environmental stimuli because 
they occur in groups, even when they are performed every 
day. They emphasized that "the way things are actually per-
formed" does not require actual conceptualization but can 
be viewed as a behavior or a practice, even when directed 
by a routine.

Routines can be viewed as having different types or 
dimensions. According to Scapens (2006), routines can 
represent a simple assumed behavior where the actors 
simply subordinate themselves to the power of certain 
people in the organization. Along these lines, Scott 
(2001) described three dimensions that could be co-
vered by routines: regulative, normative and cultural-
cognitive.

The use of accounting restatement practices can repre-
sent an organizational routine in which the routine’s repeti-
tion by accountants and managers represents an alternative 
solution to the informational demands of the actors in the 

organizational field (capital market). Collier (2005) noted 
that the creation and establishment of control systems in-
clude an accountability function, thus pushing the boun-
daries of traditional accounting and exerting social control 
over employees.

However, the abandonment of this accounting prac-
tice can be associated with sources of contradictions 
in the institutionalized routines and the prevailing ins-
titutional logic. Seo and Creed (2002) identified four 
sources of contradictions in routines: (1) inefficiency 
resulting from the pursuit of legitimacy; (2) the ina-
bility to adapt as a result of dependency patterns and 
blocking; (3) the incompatibility of routines; and (4) 
conflicts of interest (as a consequence of clashes betwe-
en isomorphic pressure and other interests). Hodgson 
and Knudsen (2004) noted that a routine can disappe-
ar if not maintained and repeated. In addition, other 
routines can emerge and become stronger through in-
teraction with the environment, resulting in the deve-
lopment of a new repertoire of routines that alters the 
nature of the group of institutionalized routines.

 2.3  the relevance of inflation-adjusted financial 
information

The measurement of the effects of inflation on transac-
tions undertaken by companies, as well as the impact of 
inflation on their results, has been the subject of numerous 
studies in the US market. It should be emphasized that in-
ternational research on the relevance of "inflation-adjusted 
financial information" has considered the perceptions of 
many information users. The methodological strategies 
used have been varied, such as the use of the survey ques-
tionnaire, interviews (with accountants, financial directors 
and union directors) and econometric analysis using finan-
cial data published by companies. 

Table 1 presents a summary of the research on in-
flation-adjusted financial information, from which it is 
clear that there is no consensus regarding the usefulness 
of this information.
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Authors / year Research Findings

Beaver et al. 
(1982)

Studied the informational capacity of adjusted 
information.

Found no evidence that adjusted information has incremental informational capa-
city in profits measured.

Lustgarten 
(1982)

Detected reactions to data related to Accounting Series Release (ASR) no. 190 but 
were unable to determine whether the effects resulted from the ASR no. 190 or 
alternative sources of information.

Schaefer (1984)
Found no indication that the current cost profits, as defined by SFAS no 33, hold 
any information beyond that transmitted by the historical cost.

Matolcsy (1984) Detected marginal information in the data adjusted for inflation.

Brayshaw and 
Miro (1985)

Analyzed the disclosure of the current cost of 
stock prices in the UK.

Found no effect of disclosure on stock prices.

Olsen (1985)
Examined the effects of financial data measured 
by the general level of prices and the current 
costs on the stock price of electrical companies.

Did not verify the informational content in the disclosure based on SFAS no. 33.

Bublitz et al. 
(1985)

Studied disclosure based on SFAS no. 33 and ASR 
no. 190.

Concluded that disclosure drawn from the SFAS no. 33 is associated with the 
information used by the market to set share prices and claimed that there is little 
indication that inflation-adjusted financial statements are useful in investment 
decisions.

Table 1 continued

 Table 2  A summary of research on the importance of inflation-adjusted financial information to unions

Authors / year Research Findings

Pillsbury (1958)
Checked if unions use published financial statements in the 
same way as investors and creditors with the aim of evaluating 
past performance and making decisions about the future.

Observed that a lack of uniformity and comparability resul-
ting from the availability of alternative accounting procedures 
can be an inconvenience to union leaders.

Palmer (1977)
Analyzed the timing and selectivity of informational disclosure 
supporting bargaining positions.

Found that the increased availability of financial information 
allowed both sides to bargain more professionally and arrive 
at the establishment of an optimum point in the negotiation.

Owen and Lloyd 
(1985)

Analyzed the use of information in collective bargaining betwe-
en companies and unions to determine wages.

Found that financial information is relevant.

Mautz Jr. (1990)
Examined the impact of additional disclosure (inflation-
adjusted financial statements) for unions as a way to evaluate a 
company’s ability to pay.

Found that financial information is not useful to unions be-
cause it can be confusing to these users.

Foley and Maunders 
(1997)

Conducted a review of the empirical research on the causal 
relationship between financial information and wage rates.

Found evidence that unions can influence wage inflation.

Craft (1981) Analyzed factors that influence disclosure decisions.

Found that the level of disclosure is influenced by (i) the 
company's bargaining power over the union; (ii) the level of 
independence that the negotiator has from the firm; and (iii) 
the nature of the relationship between the company and the 
union.

 Table 3  A summary of research on users' interest in disclosure under ASR 190 and SFAS 33

Authors / year Research Findings

Seed (1978)
Interviewed developers and users of financial 
information.

Found that respondents are unanimous in believing that the ASR no. 190 and SFAS 
no. 33 data are misleading or useless. Reported that the interests of the developers 
and the users of information were related to obtaining tax benefits and not to the 
evaluation of corporate financial performance.

Arthur Young 
(1982)

Conducted a survey among officials in the 
financial area and “senior financial officers” 

Respondents questioned the effectiveness of the costs of making supplementary 
information mandatory.

Cornick (1982)
Conducted a survey among the directors of 
commercial banks.

Found that they had limited familiarity with the inflation accounting techniques but 
adjusted for the effects of inflation in financial statements and accounting. Conclu-
ded that bankers are interested in inflation-adjusted financial information but believe 
that SFAS no. 33 disclosure is of little use.

McCaslin and 
Stanga (1982)

Conducted a survey among the CFOs of Fortu-
ne 500 companies.

Indicated that CFOs view historical cost information as more relevant and more 
reliable than information in constant currency or current cost.

Flesher and 
Soroosh (1983)

Interviewed financial analysts and controllers. Reported that respondents consider that SFAS no. 33 disclosure is of little use.

Table 2 presents a summary of the research related 
to studies of the relevance of inflation-adjusted financial 

information for unions. It is noted that the results are 
again contradictory and non-convergent.

Table 3 presents summaries of the results of the stu-
dies on the interests of various users in disclosure pro-

duced under ASR no. 190 and SFAS no. 33.
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 Table 4  The antecedents of deinstitutionalization

Level of Analysis Political Pressures Instrumental Pressures Social Pressures

Organizational

Increase in performance crises Change in economic utility Increased social fragmentation 

Conflicting internal interests Increased technical specifications Break in historical continuity 

Increased pressures for innovation Increased competition for resources 
Change in institutionalized values 
or rules 

Environmental Change in external dependencies Emerging data or events Increased structural disaggregation

Source: Oliver (1992, p. 567).

From the discussion of the assumptions regarding 
the institutional approach and the results on the use 
of indexation practices in other countries, we opted to 
use the theoretical approach proposed by Oliver (1991, 
1992), which is used to analyze how institutional pres-
sures encourage the deinstitutionalization process of 
devices, habits, routines and institutions, considering 
the internal and external pressures on organizations. In 
this context, Scapens (2006) stated that the process of 
change in organizations is complex because it depends 
on existing forms of thought (institutions), the circuits 
of power and the level of confidence in the accountants, 
which can have an impact on how the actors within the 
organization respond to external institutional and eco-
nomic pressures.

2.3.1 The deinstitutionalization process.
The process of deinstitutionalization, unlike the 

change process, has received little attention from scho-
lars (Scott, 2001; Machado-da-Silva et al., 2005). Deins-
titutionalization refers to the process through which 
institutions weaken and disappear. In this process, the 
importance of beliefs, behaviors, schemes and resour-
ces is emphasized. Previous studies reinforced the pro-
cedural and dynamic view of institutionalization and 
deinstitutionalization, which constitute an environ-
ment in which multiple organizations revolve around 
a common point, forming an organizational field (Ho-
ffman, 1999). There are many interests involved, whi-

ch limits the character of the organizational field, but 
it also stimulates the changes that are characteristic of 
institutions. 

The process of deinstitutionalization is driven by 
the perception that a particular organizational practice 
no longer meets the current needs, thereby losing or-
ganizational desire or ability to maintain or continually 
recreate the institutionalized organizational activity 
(Oliver, 1992). Four reasons are given to justify the im-
portance of research on deinstitutionalization and its 
specific causes: (1) neglected organizational changes 
can be explained from an institutional perspective as 
challenges to the institutional status quo, the abandon-
ment of habits or customs and the deterioration of the 
organizational consensus regarding a practice or acti-
vity; (2) the stability and longevity of values and insti-
tutionalized practices can be questioned, considering 
that they may be subject to challenges, re-evaluations 
or rejections; (3) institutional pressures to conform 
can fail to achieve their expected effects; and (4) non-
institutionalized factors can shape the organizational 
responses to institutional pressures.

Environmental pressures are composed of technical 
and institutional aspects, which continually influence the 
process of institutionalizing and deinstitutionalizing social 
practices. Oliver (1992) divided environmental pressures 
into political, social and instrumental pressures, as descri-
bed in Table 4. 

Political, instrumental and social pressures, like 
institutional tools, are intended to explain the triggers 
for the deinstitutionalization process and the pressu-
res toward inertia and entropy, the former making the 
process more difficult and the latter accelerating it 
(Oliver, 1992).

2.3.1.1 The relationship between the process of 
deinstitutionalization and accounting 
restatement practices

This analysis model was structured from the assump-
tions of deinstitutionalization (Oliver, 1992) and aims to 
explain the relevance of the use of accounting restatement 

practices, both at the organizational level and in the envi-
ronment (organizational field). Oliver (1992) noted that 
deinstitutionalization can be motivated by political pressu-
res, which can be driven by the increase in performance cri-
ses between managers, the existence of conflicting internal 
interests and/or an increase in the pressure for innovation 
on the part of the social actors. Therefore, the first hypo-
thesis H1-org is proposed: There is a negative relationship 
between the use of accounting restatement practices and 
organizational and political pressures.

Given that the publication of adjusted information 
can influence the managers' remuneration and that of 
their business units or areas of responsibility (Puxty, 
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1997; Scott, 2001; Martinez, 2001; Fields, Lys, & Vin-
cent, 2001), this variable can aid in the understanding 
of the process of deinstitutionalization. According to 
Pong and Whittington (1996), this practice does not 
represent informational innovation for the capital 
market, and its use is associated with lower rates of 
inflation in the economy. However, Owen and Lloyd 
(1985) analyzed the use of information in negotiations 
(collective bargaining) between companies and unions 
to determine wages, and their results show that finan-
cial information is relevant. Mautz Jr. (1990), however, 
found that inflation-adjusted financial information has 
no informational content for unions (employees) in the 
process of bargaining for wage increases and other be-
nefits.

Oliver (1992) noted that at the environmental level, 
any changes in external dependencies can cause inter-
ference in the internal configuration of an organiza-
tion, leading to hypothesis H1-env: There is a positive 
relationship between the use of accounting restatement 
practices in the organizational field and changes to ex-
ternal configurations. 

Thus, we sought to evaluate the following variables 
from the environmental perspective: the lower inflation 
rates of the Brazilian economy; the changing laws regar-
ding the publication of adjusted financial information; 
the non-requirement by financial markets; the lack of 
tax incentives (Seed, 1978); and the non-requirement 
from the matrix, customers and suppliers (Rodrik and 
Subramanian, 2003; Venard & Hanafi, 2007). Other 
pressures that can lead to the process of deinstitutiona-
lization include functional and instrumental pressures, 
which are driven by the changing levels of usefulness 
in a practice that was previously institutionalized. Use-
fulness can change due to increasing technical specifi-
cations, which can cause an imbalance in the technolo-
gical processes adopted by organizations, as well as to 
increased competition for resources between organiza-
tions. Based on this reasoning, Oliver (1992) proposed 
the following hypothesis, H2-org: There is a positive 
relationship between the use of accounting restatement 
practices and functional changes.

To evaluate this hypothesis, we analyzed the follo-
wing scenarios: the costs of maintaining the practice, 
outweighing the benefits of information generated 
(Arthur Young, 1982; Watts & Zimmerman, 1980); the 
emergence of new accounting technologies influencing 
the process of deinstitutionalization (Ponte, Oliveira, 
Moura & Carmo, 2007); the use of this information in 
restricting internal resources; and whether this type 
of information is relevant in the decision-making of 
investors and shareholders (Heintz, 1973; Mcintyre, 
1973; Martinez, 2001).

Oliver (1992) explained that at the environmen-
tal level, the functional pressures associated with the 

process of deinstitutionalization can be motivated by 
emerging data or events attributed to the organizatio-
nal field (Pong & Whittington, 1996). Therefore, the 
following hypothesis H2-amb emerges: There is a po-
sitive relationship between the use of accounting resta-
tement practices and emerging events in the organiza-
tional field.

Discontinuing the practice of additional disclosure 
can be motivated by emerging events, such as changing 
levels of inflation during the period (month and year), the 
emergence of new regulations for the economic sectors 
and the influence of dividend distributions (Beaver, 1998; 
Martinez, 2001) due to the effects of inflation on the re-
sults (Suchman, 1995).

In analyzing the change process, Oliver (1992) added 
that social pressures can also offer a relevant explanation 
for this process. These pressures can be due to the incre-
ase in social fragmentation, the disruption of historical 
continuity or any changes in values or institutionalized 
rules. Therefore, the following hypothesis H3-org emer-
ges: There is a negative relationship between the use of 
accounting restatement practices and social organizatio-
nal pressures. 

From the perspective of social pressures, the process 
of deinstitutionalizing accounting restatement practi-
ces could be motivated by a change in a company’s legal 
format (for example, an IPO or a delisting), changes in 
the organizational structure, mergers, divisions or in-
corporations or changes in the internal managers (social 
actors). Thus, the process of deinstitutionalization is as-
sociated with the differentiation of groups and the pre-
sence of divergent or discordant heterogeneous beliefs 
or practices (Scott 2001).

Oliver (1992) noted that social pressures at the en-
vironmental level can cause an increase in structural 
disaggregation in the organizational field dimension. 
This observation leads to hypothesis H3-env: There is 
a negative relationship between the use of accounting 
restatement practices and structural disaggregation in 
the organizational field.

At the environmental level, we investigated whether 
the process of internationalizing accounting (the inter-
national harmonization of accounting practices) con-
tributes to the deinstitutionalization of these practices 
(Niyama, 2005) because this process can affect compa-
nies and their stakeholders by creating a level of short- 
and medium-term instability in practices and values 
that had been institutionalized until that point (Gre-
enwood, Suddaby & Hinings, 2002). In general, this 
model seeks to evaluate the motivating factors (pres-
sures) in the deinstitutionalization of the adjustment 
for the effects of inflation on accounting information 
(accounting restatement practices). Table 5 shows the 
constructs and the hypotheses of the deinstitutionali-
zation model used in this study.
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 Table 5  The deinstitutionalization model constructs and hypotheses

Constructs Assumptions Constructs Measured variables

Po
lit

ic
al

 P
re

ss
ur

es

H1-org: There is a negative relationship 
between the use of accounting restate-
ment practices and political organizatio-
nal pressures. 

Increase in performance crises 
between managers

1. Influences managers' remunerations
2. Distorts the performance of managers (departments / 
areas / business units)

Existence of conflicting inter-
nal interests

3. Lack of information content for unions (employees) 

Increased pressure for  
innovation

4. There is no informational innovation for the capital 
market

H1-env: There is a positive relationship 
between the use of accounting restate-
ment practices in the organizational field 
and changes in external configurations. 

Level of change in external 
dependencies

5. Lower rates of inflation in the Brazilian economy
6. Change in the laws regarding the publication of adjusted 
accounting information
7. Non-requirement of financial markets
8. Lack of tax incentives
9. Non-requirement of the matrix 
10. Non-requirement of customers and vendors

Fu
nc

tio
na

l p
re

ss
ur

es

H2-org: There is a positive relationship 
between the use of accounting restate-
ment practices and functional changes.

Change in economic utility
11. The costs of maintaining the practice outweigh the 
benefits of the information generated

Increased technical specifi-
cation

12. The emergence of new accounting technologies (foreign 
exchange, the dollar index, operational hedge accounting) 
replaces the need for inflation adjustments

Increased competition for 
resources

13. Restricts the use of internal resources
14. Has no information content for investors and  
shareholders

H2-env: There is a positive relationship 
between the use of accounting restate-
ment practices and emerging events in 
the organizational field.

Emerging data or events
15. Levels of inflation during the period (month and year)
16. Caused by new regulations for the sector
17. Influences the distribution of dividends

So
ci

al
 P

re
ss

ur
es

H3-org: There is a negative relationship 
between the use of accounting restate-
ment practices and social organizational 
pressures. 

Increased social fragmentation 18. Change in organizational structure

Disruption of historical 
continuity

19. Change in the company's legal format (IPO or delisting))

Change in institutionalized 
values or rules

20. Execution of mergers, divisions or incorporations 
21. Change of internal managers (social actors)

H3-env: There is a negative relationship 
between the use of accounting restate-
ment practices and structural disaggrega-
tion in the organizational field.

Structural disaggregation 22. International harmonization of accounting practices

In the following sections, different statistical analy-
ses were performed to verify the conceptual complian-
ce with the theoretical model proposed in this analysis 

of the process of deinstitutionalizing accounting resta-
tement practices.

 3  reseArch methodology

The method used in this research to analyze the pro-
posed objectives combines quantitative and qualitative 
data. Vasconcelos (2007) noted that, despite having a 
qualitative focus, the use of nomothetic methods as cri-
teria for the evaluation and generalization of interpre-
tations provides a more robust analysis of the objective 
and subjective aspects of reality in the construction of 
social knowledge. 

In developing the study, primary and secondary 
data were used and collected from various sources, 
such as the following: (i) questionnaires, (ii) interviews 
with accountants and controllers and (iii) data on eco-
nomic-financial performance obtained from published 
reports. These methodological strategies have enabled 
the operationalization of indicators and the measure-
ment of the constructs that constitute the model. 

From the Exame–Best and Biggest (Exame–Melho-
res e Maiores) database maintained by FIPECAFI that 
lists the 500 largest and best companies in Brazil, 212 
companies were selected that issued supplementary 
accounting statements containing adjusted accounting 
information, 61 of which were inactive. After telepho-
ne contact with the 151 active companies, it was found 
that 33 companies were unwilling to answer the ques-
tionnaire for various reasons, such as a company policy 
that did not allow managers to participate in surveys 
or because the company was acquired by another eco-
nomic group. Thus, the sample of companies surveyed 
was limited to 118 companies, among which 44 valid 
responses were obtained (questionnaires) between the 
months of March and April 2009.
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 Table 6  An analysis of the variables, scores and constructs of "political, functional and social pressures"

Ranking - Constructs and Variables Factor Analysis of Constructs
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Ppo1 - Influences the performance and remu-
neration of managers 

0.13 1.52 0.849 0.7768 0.6034

0.
82

8

67
.4

31

2.
69

7

0.
73

6

76
.9

33

0.
00

Ppo2 - Distorts the performance of depart-
ments, areas and business units

0.18 1.73 0.949 0.9298 0.8645

Ppo3 - Does not provide informational content 
for unions (employees) 

0.14 1.55 1.044 0.8581 0.7363

Ppo4 - Has no informational innovation for the 
capital market 

0.27 2.07 1.108 0.7022 0.493

En
vi

ro
nm

en
ta

l

Ppa1 - Lower rates of inflation in the Brazilian 
economy

0.56 3.23 1.476 0.5373 0.2886

0.
79

5

50
.5

77

3.
03

4

0.
69

9

97
.5

41

0.
00

Ppa2 - Change in the laws regarding publica-
tion of adjusted financial information 

0.72 3.86 1.231 0.7164 0.5133

Ppa3 – Not required by the financial market 0.58 3.32 1.377 0.7303 0.5333

Ppa4 - Lack of tax incentives 0.35 2.41 1.452 0.7512 0.5642

Ppa5 – Not required by the matrix 0.35 2.41 1.675 0.6835 0.4671

Ppa6 – Not required by customers and vendors 0.38 2.52 1.455 0.8174 0.6681

continues

2 The following reasoning was utilized to determine the value of the score for each measured variable: the value received for each observation multiplied by its weight, Score_IC1 = (rank 1 x weight 0) + (rank 2 x1) + 
(rank 3 x 2) + (rank 4 x3) + (rank 5 x4), where rank 1 represents no importance and rank 5 represents high importance.

 4  results And AnAlysIs

The analysis is divided into four stages, the first of 
which is a descriptive assessment of the profile of res-
pondents and their perceptions regarding the use and 
importance of the practice of financial adjustment and 
its implications for the quality of accounting informa-
tion. Regarding the profile of the survey respondents, 
it was found that 75.0% of the respondents were ac-
countants and controllers and that 92% had been in the 
business for more than 10 years. It should be noted that 
this result is in accordance with the expected profile.

In the analysis of their perceptions on the qualitati-
ve characteristics of accounting information (understan-
dability, relevance, reliability and comparability), it was 
found that 45.5% of the respondents indicated that they 
disagreed or were indifferent about the level of understan-
dability for the inflation-adjusted financial information; 
however, 54.6% indicated that they agreed or completely 
agreed. There were no respondents who disagreed com-
pletely about understandability; 45.5% of respondents 
agreed with its importance, 54.5% indicated that they 
believed in its reliability and 68.2% said they agreed that 
the inflation adjustments increase comparability. There-
fore, the adjusted accounting information is not currently 
viewed as relevant, but once measured and evidenced, the 

accountants and controllers consider it to be comparable, 
reliable and understandable.

When investigating whether companies are performing 
some type of adjustment for the effects of inflation on tran-
sactions, it was found that only 2.3% of companies maintai-
ned the practice of full indexation and indexation balance, 
11.4% of companies partially performed the application of 
sector indexes and 9.1% stated that they performed other 
types of adjustments for the effects of inflation. 

With regard to the importance of the accounting resta-
tement practice, it was found that 68.1% of the respondents 
attributed no or little importance to the use of this practice 
in the current economic climate for businesses. By compa-
rison, it was observed that the personal perception of the 
respondents (managers) differed from the level of impor-
tance given to this practice by companies because 81.8% of 
the managers assigned between some and very high impor-
tance to the use of accounting restatement practices.

From the answers obtained, a score was produced2  for 
each variable studied, which allowed for the quantitative 
identification of the most representative variables in the pro-
cess of deinstitutionalizing the inflation-based adjustments 
to financial information. Considering the variables for each 
construct, the ranking shown in Table 6 was obtained.
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Ranking - Constructs and Variables Factor Analysis of Constructs
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Pf04 - Has no informational content for inves-
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Pso2 - Change in the organizational structure 0.18 1.73 1.042 0.9242 0.8542

Pso3 - Execution of mergers, divisions or 
incorporations 

0.15 1.61 1.083 0.8476 0.7184

Pso4 - Change of internal managers (social 
actors) 

0.13 1.5 0.792 0.7819 0.6113

Psam - International harmonization of accoun-
ting practices 

0.6 3.41 1.499 0.4745 0.2251

* Represents the average for answers given on a Likert scale (1 = unimportant to 5 = very important)

Table 6 continued

Table 6 shows that the variables that constitute the 
political (organizational) pressures were not relevant, 
i.e., the internal aspects of the organization were of little 
relevance in explaining the process of deinstitutionali-
zation. The political (environmental) pressures had hi-
gher scores. In particular, the variables associated with 
the changes to the laws on publication, the financial 
market’s non-requirement for this type of information 
and the decreasing inflation rates of the Brazilian eco-
nomy are worth emphasizing. 

With respect to the variables that are related to the func-
tional (organizational) pressures, the cost of maintaining 
the practice appears to be important. Regarding the varia-
bles that are related to the functional (environmental) pres-
sures, it can be observed that the levels of inflation during 
the month and year are influential elements. Among the 
variables that are related to social pressures, only the varia-
ble related to the process of the international harmoniza-
tion of accounting practices proved to be significant. This 
result is in accordance with the recommendations of the 
International Accounting Standards Board (IASB), which 
recommends the use of accounting restatement practices 
only when the level of inflation reaches 33% per year and 
100% (cumulative) in three consecutive years.

 4.1  Factor analysis of constructs
To analyze the constructs that most influenced the 

companies that discontinued the practice of financial ad-

justment, the technique of factor analysis was used with 
the extraction of factorial scores to assess the importance/
weight of each construct. As shown in Table 6, the results of 
the explained variance show that the KMO and the eigen-
values in the model based on assumptions of deinstitutio-
nalization (Oliver, 1992) are consistent with the statistical 
recommendations (Hair Jr., 2005).

Based on the factor analyses performed and the iden-
tification of factors (pressures) and scores, an analysis 
was prepared to identify the relevance and the influence 
of each factor (construct) in the process of deinstitutio-
nalizing the accounting restatement practices. Regarding 
the interpretation of the standardized factor scores, Bido 
(2009) argued that if all items are measured on a Likert 
scale from 1 to 5, having the factor score on the same 
scale as the indicators would facilitate the interpretation 
of results and enable the implementation of other analy-
ses based on these scores. 

Thus, the standard scores (factor analysis) were trans-
formed to the item scale. This procedure is performing 
using the SmartPLS (www.smartpls.de) software to ob-
tain non-standardized scores for the latent variables (Bido, 
2009). This procedure was formalized by Fornell, Johnson, 
Anderson, Cha and Bryant (1996, p. 17) and detailed by Te-
nenhaus, Vinzi, Chatelin and Lauro (2005, p.167). Table 7 
shows the calculated mean of the non-standard factor sco-
res for each analysis model construct based on assumptions 
of deinstitutionalization.
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 Table 7  The descriptive statistics for non-standardized factor scores

N Minimum Maximum Mean Standard Deviation

Political - Organizational_N 44 1.00 4.00 1.6913 0.80511

Political - Environmental_N 44 1.00 4.88 2.9794 1.02402

Functional - Organizational_N 44 1.00 4.58 2.7775 1.04065

Functional - Environmental_N 44 1.00 5.00 2.8719 1.01981

Social - Organizational / Environmental_N 44 1.00 4.00 1.8086 0.87441

Valid N (list-wise) 44

 Figure 1  The means of the non-standard scores (deinstitutionalization)

3 The test hypotheses are the following: H
0
: θ

1
 = θ 

2
 = …= θ 

k
 (the medians are equal) versus H

1
:  $ i,j θ i ≠ θ j (i ≠ j = 1, ..., k)- (which reads as follows: there are at least two significantly different medians).

To facilitate the analysis, Figure 1 shows the means of 
the non-standard factor scores. It can be observed that the 

means of the non-standard scores are not equal.
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4.1.1 An evaluation of the relevance of the theoretical 
constructs

To assess whether there were significant differen-
ces between the constructs (deinstitutionalization), the 
Kruskal-Wallis nonparametric statistical technique was 
used, which can be applied to ranked data or used to 
study nominal variables. The technique is also applica-
ble in the analysis of small samples because it does not 
depend on the population or sampling parameters. The 
test is used to determine whether K independent sam-
ples (K>2) are from populations with equal medians 
(Maroco, 2003). This test is a non-parametric alterna-
tive to the one-way ANOVA that is used to test two or 
more samples from the same or different populations 
with the same distribution3.

4.1.2 deinstitutionalization - the Kruskal-wallis test
Table 8 shows the mean ranks of scores (constructs). It 

is evident that the political (organizational) and the social 
pressure constructs were not as significant in explaining 
the phenomenon of deinstitutionalization.

The results confirm the hypothesis that the political 
(environmental) and functional (organizational and en-
vironmental) pressure constructs are more significant in 
explaining the process of deinstitutionalizing the accoun-
ting restatement practices. As shown in Table 9, the re-
sults obtained from the Kruskal-Wallis test indicate that 
the construct medians (deinstitutionalization: political, 
functional and social pressures) are significantly different 
because the p-value = 0.000 < α = 0.05, indicating the re-
jection of H0 in favor of H1. Therefore, it is possible to 



An analysis of the deinstitutionalization of inflation-adjusted accounting practices in Brazilian companies

R. Cont. Fin. – USP, São Paulo, v. 23, n. 58, p. 33-51, jan./fev./mar./abr.  2012 47

 Table 8  Ranking

Group-II N Mean rank

Pressures Political Org. 44 67.31

 Political Env. 44 140.73

 Functional Org. 44 131.59

 Functional Env. 44 136.35

 Social Org/Env. 44 76.52

 Total 220  

 Table 9  Test statistics

Deinstitutionalization

Chi-Square 55.145

DF 4

Asymp. Sig. 0

a. Kruskal-Wallis test b. Grouping variable: Group I

 Table 10  One-sample Kolmogorov-Smirnov test

 Ppo_N Ppa_N Pfo_N Pfa_N Psoa_N

N 44 44 44 44 44

Normal Parameters (a, b) Mean 1.6913 2.9794 2.7775 2.8719 1.8086

 Std. Deviation 0.80511 1.02402 1.04065 1.01981 0.87441

Most Extreme Differences Absolute 0.195 0.076 0.08 0.195 0.248

 Positive 0.191 0.076 0.07 0.089 0.248

 Negative -0.195 -0.074 -0.08 -0.122 -0.178

Kolmogorov-Smirnov Z  1.295 0.504 0.532 0.813 1.643

Asymp. Sig. (Two-tailed)  0.07 0.961 0.94 0.524 0.009

a. Test distribution is normal ; b. calculated from the data.

 Table 11  Test of the homogeneity of variances

Levene Statistic df1 Df2 Sig.

1.13 4 215 0.343

 Table 12  The deinstitutionalization ANOVA test

Sum of Squares Df Mean Square F Sig.

Between Groups 67.255 4 16.814 18.407 0

Within Groups 196.393 215 0.913

Total 263.648 219

identify the constructs that are the most relevant in ex-
plaining the phenomenon.

A one-way ANOVA was used to compare the means 
of more than two populations. This test assumes that the 
distribution of the variable is normal and that the popu-

lation variances are homogeneous (Maroco, 2003). Spe-
cifically, the ANOVA compares the relative proportion 
of variance within the samples with the variance betwe-
en the samples or groups.

Table 10 shows the results of the Kolmogorov-Smirnov 
test, which was used to evaluate the normality of the non-
standardized scores. It is noteworthy that the normal distri-
bution was not obtained for the variables of the deinstitu-
tionalization model, but a normal distribution was obtained 
for the non-standardized scores, as shown in Table 10. 

The Levene test is considered to be a more robust test for 
comparing population k means from representative k sam-
ples and for verifying whether the population variances are 
homogeneous. As shown in Table 11, according to the Leve-

ne test, it is recommended that the hypothesis that the score 
variances (constructs) are homogeneous be accepted. Table 
12 shows the results obtained from the one-way ANOVA 
with a 5% probability of error, and it can be concluded that 
the constructs are significantly different (pressures: political, 
social and functional) (p-value = 0.000 < α = 0.05, indicating 
the rejection of H0 in favor of H1). The ANOVA test allows 
us to conclude that there are at least two different means; in 
addition, from the data presented in Table 13, it is possible to 
identify which means are different.
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 Table 13  Different means

(I) Group-II (J) Group-II Different Means (I-J) Standard Error Sig. Análises

Political – org. Political – env. -1.26864(*) 0.20377 0.000 Are different

Functional – org. -1.08591(*) 0.20377 0.000 Are different

Functional – env. -1.18068(*) 0.20377 0.000 Are different

Social – org./env. -0.11705 0.20377 0.979 Are not different

Political – env. Political – org. 1.26864(*) 0.20377 0.000 Are different

Functional – org. 0.18273 0.20377 0.898 Are not different

Functional – env. 0.08795 0.20377 0.993 Are not different

Social – org./env. 1.15159(*) 0.20377 0.000 Are different

Functional – org. Political – org. 1.08591(*) 0.20377 0.000 Are different

Political – env. -0.18273 0.20377 0.898 Are not different

Functional – env. -0.09477 0.20377 0.990 Are not different

Social – org./env. 0.96886(*) 0.20377 0.000 Are different

Functional – env. Pres. Polít – org 1.18068(*) 0.20377 0.000 Are different

Political – env. -0.08795 0.20377 0.993 Are not different

Functional – org. 0.09477 0.20377 0.990 Are not different

Social – org./env. 1.06364(*) 0.20377 0.000 Are different

Social – org./env. Political – org. 0.11705 0.20377 0.979 Are not different

Political – env. -1.15159(*) 0.20377 0.000 Are different

Functional – org. -0.96886(*) 0.20377 0.000 Are different

Functional – env. -1.06364(*) 0.20377 0.000 Are different

Multiple comparisons (Tukey HSD): the mean difference is significant at the 5% level.

Table 13 shows the following: in the first comparison, 
the mean score (construct) for political pressures (orga-
nizational) is different from the mean for functional pres-
sures (organizational and environmental); in the second 
comparison, the mean for political pressures (organizatio-
nal) is different from the mean for political (environmen-
tal) and social (organizational / environmental) pressures; 
in the third comparison, the mean for functional pressures 

(organizational) is different from the mean for social pres-
sures (organizational / environmental); in the fourth com-
parison, the mean for functional pressure (environmental) 
differs from the mean for social pressures (organizational 
/ environmental); and in the fifth comparison, it appears 
that the mean for social pressures (organizational / envi-
ronmental) was not significantly different from the mean 
for political pressures (organizational).

 5  conclusIons 

The purpose of this research was to identify the relevan-
ce of the institutional pressures inherent in the process of 
abandoning the accounting restatement practices in Bra-
zilian companies. From the approach proposed by Oliver 
(1992), which included 22 variables comprising 12 cons-
tructs and 6 qualitative hypotheses, the motivating factors 
(pressures) for the process of deinstitutionalizing the ac-
counting restatement practices were sought. We examined 
whether there is a correlation (negative/positive) between 
the theoretical constructs on the political, functional and 
social pressures that constitute the process of deinstitu-
tionalizing the use of accounting restatement practices in 
Brazilian companies.  The qualitative hypotheses that com-
prised the analysis were as follows.

H1-org (-) Organizational political pressures – The  ◆
results showed that none of the variables (managers' 
pay and performance, conflicting internal interests 
and informational innovation of the capital markets) 
were influential in the process of deinstitutionalization 
based on the means obtained (1.52, 1.73, 1.55 and 2.07, 

respectively; Table 6). These results were confirmed in 
the interviews.

H1-env: (+) Changes in external settings – These  ◆
changes were significant, motivated by the Brazilian 
program for economic stabilization and the lack of de-
mand for adjusted information by the financial lending 
market. Because of the means obtained (3.23, 3.86 and 
3.32), it is important to highlight three of the six varia-
bles that were measured in this construct: (i) changes 
in the laws on the publication of adjusted financial 
information; (ii) reduction in the inflation rates in the 
Brazilian economy; and (iii) the requirements of the 
financial market.

H2-org: (+) Functional changes (economic utility, incre- ◆
ased technical specifications and increased competition 
for resources) – The results show that the cost versus the 
benefit of the information and the emergence of new 
technologies were the preponderant variables associa-
ted with not maintaining the accounting restatement 
practices based on the means obtained (3.41 and 2.98). 
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The competition for resources was not an influential 
variable in the process; moreover, it is noteworthy that 
for companies that have maintained the accounting 
restatement practices, the cost versus the benefit of the 
adjusted information is neither altered nor relevant 
because, according to the interviewees, this practice was 
already established within the system.

H2-env: (+) Events emerging in the organizational  ◆
field - These results indicate that the levels of inflation 
during the period and the emergence of new regu-
lations for the sectors were influential in the process 
of deinstitutionalizing the indexation practices in 
Brazilian companies. However, the distribution of the 
company results to the shareholders was not a repre-
sentative variable. These results were confirmed in the 
interviews.

H3_org (-) Social organizational pressures ◆  [social 
fragmentation (change in organizational structure); 
disruption of historical continuity (change of legal 
format of the company - IPO or delisting); and changes 
in institutionalized values or rules (completion of 
mergers, divisions or incorporations and/or changes of 
managers internally] - The results showed that none of 
the variables in this construct were considered influen-
tial, compared with the results obtained in the other 
constructs analyzed, based on the means obtained 
(1.84, 1.73, 1.61 and 1.50). 

H3_env (-) Structural disaggregation in the organizatio- ◆
nal field – According to this hypothesis, the process of 
the international harmonization of accounting practices 
could influence the use of accounting restatement prac-
tices in business. The results confirm the hypothesis. 
These results were also confirmed in the interviews.

In this research, it can be concluded that the motivating 
factors for the process of deinstitutionalizing the accoun-
ting restatement practices in Brazilian companies were the 
following: (i) the reduction of inflation rates in the Brazi-
lian economy; (ii) the changes in laws regarding the publi-
cation of adjusted financial information; (iii) the financial 
markets no longer requiring this type of information; (iv) 
the maintenance costs associated with the practice outwei-
ghing the benefits of the information generated; (v) the 
emergence of new financial technologies; (vi) the levels 
of inflation during the period (month and year); and (vii) 
the international harmonization of accounting practices. 

Therefore, regarding the evaluation of the constructs, it is 
important to highlight the political pressures (environmen-
tal level) and the functional pressures in both dimensions 
(organizational and environmental). Social pressures, ho-
wever, were not shown to be significant.

The relevance of the adjusted information in the Bra-
zilian market for accounting managers agrees with the re-
sults of the research conducted in the US and UK markets 
(Heintz, 1973; Enis, 1988; Pong & Whittington, 1996; Per-
row, 1986; Nobes, 1991). Those surveys were conducted 
under inflationary scenarios equivalent to the Brazilian 
market, where inflation was also in a decline phase, i.e., 
there were low levels of inflation in the economy. Those 
studies analyzed the following: a) the qualitative characte-
ristics of information, or the usefulness of the information 
for users (Heintz, 1973; Enis, 1988); b) the costs of calcula-
ting this type of information (Watts & Zimmerman, 1980); 
c) the influence of external agents (Pong & Whittington, 
1996); d) the levels of enforcement and publication obli-
gations (Perrow, 1986); and e) the process of international 
harmonization of accounting and the emergence of new 
practices (Pong & Whittington, 1996; Nobes, 1991). The 
authors found that the market attaches little relevance to 
the adjusted information; that is, the maintenance of the 
restatement practices is related to their utility. 

The study limitations include the fact that the results do 
not permit generalizations because the sample is not pro-
babilistic. Moreover, the results obtained in the process of 
deinstitutionalization result from information that only re-
flected the perceptions of accountants and controllers. It is 
noteworthy that the study was conducted during a distinct 
period that did not necessarily coincide with the exact time 
of deinstitutionalization. Data collection on the abandon-
ment process occurred through the use of questionnaires, 
developed from the framework of institutional theory. The 
relevance (importance and influence) of the variables and 
the constructs was measured by means of a semantic scale 
(a Likert scale).

The following suggestions are made for future research: 
establish whether the factors highlighted by the accountants 
and controllers differ significantly from those indicated by 
other stakeholders; verify that the use of the adjusted infor-
mation impacts the decisions of sophisticated investors; and 
evaluate how the users interpret the inflation-adjusted finan-
cial information and whether it influences their predictions, 
investments and other company decisions (choices).
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