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Abstract

Using the Volta River Authority, a major Ghanaian corporation responsible for the generation
and distribution of electricity in Ghana and neighbouring countries, as a case study, this thesis
seeks to gain an empirical understanding of the nature and effectiveness of accounting and
financial management systems in the context of a public sector organisation in a developing
country. The principal rationale of the thesis is an attempt to substantiate and illuminate major
issues and concerns about the nature of accounting and financial management systems in public
sector organisations of developing countries today. The thesis problematises an overly simple
view that developing countries have deficient accounting and financial management systems in
their public sector organisations.

The methodological, epistemological, and ontological orientations of the thesis are consistent
with what Chua (1986) labels the "interpretive" paradigm. A recognition of multiple realities in
the functioning of accounting enables an exploration of the claim that developing countries have
deficient public sector accounting and financial management systems in a three-dimensional
fashion. Firstly, the perceptions of organisational actors are drawn upon to aid evaluation of the
basic deficiency claim. The research at this level emphasizes the technical-rational view of
accounting as a tool for control over organisational financial resources. Thick descriptions of the
systems for managing financial resources (including planning, budgeting, pricing, extent of
computerisation, financial reporting and audit practices) of the VRA are gathered from
organisational actors together with perceptions of the accounting and financial management
systems by external constituencies such as the World Bank and the Authority’s multinational
audit firms as a basis for evaluating the deficiency claim in the context of the VRA. Secondly,
the thesis draws upon social theory (the view of organisations as negotiated orders) to further
interpret the deficiency claim by bringing into the analysis the socio-historical circumstances of
the organisation and how they help to provide insights into how the systems for financial resource
management arise at the VRA. At this level of analysis, the thesis provides an interpretive
construction of the technical procedures for financial resource management against the backdrop
of the institutional setting within which the Authority conducts its operations. To this end, the
influence of external constituencies such as the World Bank and the Volta Aluminium Company
(VRA’s major customer) on the Authority’s accounting and financial management systems are
explored. Thirdly, the thesis evaluates the effectiveness of the Authority’s accounting and
financial management systems with reference to the extent to which they assist in the
accomplishment of the principal rationale for establishing the organisation (i.e. socio-economic
development of Ghana). At the third level of analysis, the Brundtland Commission’s notion of
sustainable development is drawn upon as an alternative to the dominant economistic notion of
development to provide a benchmark for the analysis. Employing the Commission’s perspective,
the thesis attempts to understand the extent to which VRA’s systems of financial resource
management reflect the notion of people-centredness and environmental awareness (i.e. the two
major strands of the Commission’s notion of sustainable development).

Multiple methods, including interviews, observation, document analysis and survey are employed
to collect empirical evidence for this study. The major conclusions of the study are that from a
technical-rational perspective, the claim that developing countries generally have deficient public
sector accounting and financial management systems could not be established in the context of
the VRA. This conclusion derived from the overwhelming positive perception of the Authority’s



financial resource management systems by organisational actors, international funding agencies
such as the World Bank, and the Authority’s multinational accounting/audit firms. Indeed, the
claims about the lack of published annual accounts, inadequate information for managerial
decision making, poor budgetary practices, and lack of independent auditors in developing
country public sector contexts could not be supported in the case of the VRA. However, by going
behind the technical procedures (fagade) to uncover the forces which explain how the systems
arise, the thesis argued that the deficiency claim might be supported in another sense; a sense
which appreciates and problematises the socio-historical and institutional setting which are
strongly responsible not only for the nature of the Authority's current systems but how they have
changed over time. In particular, the thesis argues that the systems of financial resource
management are constructed partly to legitimise outcomes of prior negotiations between the
Authority and its external constituencies. The constraints presented by these prior agreements and
contracts render some of the Authority's systems of financial resource management inconsistent
with explanations grounded in conventional accounting and financial management logic. The
thesis also finds, however, that some of the inadequacies observed with VRA's systems of
financial resource management reflected general limitations of conventional accounting with its
over-emphasis on the entity concept rather than a peculiar organisational or even developing
country problem.

By employing an interpretive methodological approach to gain an understanding of the nature
and effectiveness of accounting in a third world public sector organisational context, this thesis
illuminates hitherto relatively unappreciated issues, including furthering an appreciation of
accounting as a socio-political artefact in this context, and thus contributes to the critical and
interpretive accounting literature.
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Chapter One

Overview of the Thesis
1.1.0 Introduction

This thesis provides an interpretive analysis of the nature and effectiveness of accounting and
financial management systems within a “third world” public sector organisational context. The
focus of the thesis is to explore the view which seeks to associate deficiency with the public
sector accounting and financial management practices of developing countries'. An important
commonality among the studies suggesting this basic deficiency view is their representation of
accounting as a technical, neutral craft at the service of organisations and society (this argument
is further emphasized in Chapter Two). However, with the proliferation of alternative
representations of accounting in recent times (see Chua, 1986; Hopper and Powell, 1985;
Laughlin, 1987, 1995), it has become increasingly necessary to empirically investigate the basic
deficiency view in an approach which appreciates the multi-paradigm understanding of
accounting. Since paradigms provide different (or even exclusive) ways of seeing and
understanding social interactions, there is a strong possibility for different conclusions to emerge
from a paradigm shift in public sector accounting and financial management research on

developing countries.

Using the Volta River Authority as a case study, the basis of the view about the widespread
deficiency in public sector accounting and financial management systems in developing countries
is explored in a three dimensional fashion (i.e. from a technical-rational perspective, socio-
historical perspective, and socioeconomic development perspective, see Chapter Three). In
pursuing this principal objective, the thesis shows how an appreciation of the social and historical
analysis of accounting can provide insightful understandings of the taken-for-granted processes
which underscore the received view of public sector accounting and financial management
systems in developing countries. By drawing upon social theory, the thesis demonstrates how an

accounting system which is perceived as effective in the technical-rational sense (not only by

' Chapter Two elaborates further on this issue through an extensive review of the
literature on public sector accounting and financial management in developing countries.
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those whose daily routines are patterned by these systems but also by powerful external
institutions, such as the World Bank and internationally reputed audit/accounting firms), is

severely limited by the historical circumstances of the organisation.

The thesis argues that while the accounting systems of the Volta River Authority do not provide
any evidence to support the deficiency claim in a technical sense, they nonetheless suggest
serious limitations of conventional accounting (which has its origin in the advanced Western
capitalist nations), especially the overemphasis on the entity concept. In particular, the lack of
an appreciation of "people-centredness" in the Volta River Authority’s drive to promote
socioeconomic development through its electricity pricing structure is an evidence of a major
limitation not only of the Authority’s accounting and financial management systems but also of

conventional accounting in general.

1.2.0 Nature and Background of the Research

Defining governance as the exercise of political and professional (including accounting) power
to manage a nation’s affairs, Landell-Mills and Serageldin (1991) suggest that it is a critical
determinant of the economic performance of a country with a dominant public sector. Like most
former colonies (see Buchanagandi, 1991, Killick, 1978), Ghana’s public sector witnessed
dramatic expansion soon after political independence from Great Britain in 1957. A substantive
view in the literature is that this was because the immediate post independence ideological and
economic policies of Ghana discouraged private Ghanaian capitalism (see Killick, 1978). Today,
the public sector has a dominant role in Ghana’s economy controlling a significant proportion of
the country’s financial and human resources (Toye, 1991). However, the perceived unsatisfactory
performance of the Ghanaian public sector has been a major concern especially since the
overthrow, in 1966, of the first democratically elected government of Ghana (the Nkrumah
government, see Agama, 1985; Ayee, 1986; Boachie-Dankwa, 1984; Killick, 1978; Woode,
1986). The concern about unsatisfactory performance has potentially very serious implications
for a country that is known to have invested so much in economic development projects (see
Killick, 1978 for a detailed discussion of Ghana’s economic development investments in the post-

colonial period).



One of the most important and often controversial issues in the management of the public sector
is the adequacy and/or appropriateness of the accounting and financial management systems
present in the sector. Previous studies (including Blondal, 1988; Craner and Jones, 1990; Dean,
1988b; 1989a; Enthoven, 1988; Ghartey, 1985) point to deficiency in financial management
systems as an important weakness in the management of the public sector of most countries (see
Ghartey, 1985 for the situation in Ghana)®>. While monitoring the performance of public sector
entities is a problem in both the developed and developing world (Dean, 1989a), "deficiency" in
public sector accounting and financial management is increasingly being seen as becoming a
characteristic of socioeconomic underdevelopment (see Blondal, 1988; Craner and Jones, 1990;
Dean, 1988b; Enthoven, 1988; Ghartey, 1985). For example, Dean (1988b, p. 156) writes that
"poor countries generally have poor governmental financial management systems". Similarly

Blondal (1988, p. 15) maintains that:

in many developing countries inadequate reporting for financial and economic

management at the central level has contributed to unrealistic and inconsistent decision -
making, ineffective monitoring of fiscal developments, and ensuing imbalances in the

public finance.

Although most of these prior studies do not provide an empirical understanding of how public
sector accounting and financial management systems function within a specific third world
organisational context (as shown in the next chapter), they call for radical and urgent reforms to
the accounting and financial management systems if improvement’in performance of the public

sector is desired. For instance, Enthoven (1988, p. 212) writes that:

the great significance of the public sector in many [developing] economies and the
deficiencies that exist in public sector financial management, generally require better
methodologies, practice and training in this vital sector of countries.
What constitutes a "better methodology or practice" is quite debatable especially given the
diverse perspectives of understanding and investigating accounting phenomena. On the one

hand, there are “the ethnocentric conceptualists who advocate that [public sector] accounting

systems operating in the developed world could be transplanted to the developing countries

% See also Chapter Two.



(Wallace, 1990, p. 3; Craner and Jones, 1990°; see also Lowe, 1967, Siedler, 1969*). There are
also those who counter global prescriptions of [public sector] accounting systems (see Briston,
1978;1979; Dean, 1989a; see also Mirghani, 1982; Perera, 1989). The latter group maintain that
there is little possibility of finding a single monolithic system of public sector accounting and
financial management that would be "effective"” in all countries, given the significant historical,

political and cultural differences among countries. They therefore propose that:

a carefully designed strategy for the development of accounting as an effective tool for
the economic development process must be adopted by each country in view of its specific
environment (emphasis added, Mirghani, 1982, p. 68).
This thesis maintains that public sector accounting and financial management systems should
reflect the specific requirements of each developing country (or even public sector organisation)
and thus a universalistic criteria of assessing the effectiveness of these systems will largely be

problematic (subter).

1.3.0 The Research Objective

The background presented above leaves a lot of researchable issues each of which could be
pursued as a doctoral project. Most obvious of these are: What do mainstream writers mean by
"deficient" public sector accounting and financial management systems? Do developing countries
really have deficient public sector financial management systems? If yes, what should be the
focus for improvement? Dean (1988b) observes that an empirical investigation of these issues
would constitute a significant contribution to the literature on public sector accounting in

developing countries.

Rather than pursuing these issues, which could result in another set of debatable prescriptions,
this study seeks to gain an understanding of the nature and effectiveness of accounting and
financial management systems of a public sector organisation in a developing country context,

the Volta River Authority (a major power company responsible for the generation and

? In a public sector context.

% For more general arguments for the transfer of accounting technology from the West to
developing countries.



distribution of electricity in Ghana and neighbouring countries). The principal objective of the
study is to evaluate the systems of managing financial resources at the VRA against the claim
that public sector organisations in developing countries generally have deficient accounting
systems. To carry out this evaluation, the study not only seeks to understand the technical
procedures which the VRA currently has in place for financial control purposes, but also how
these systems arise and the extent to which they reflect the principal rationale for establishing the
organisation. While the effectiveness of the technical procedures is determined by reference to
the perspectives of organisational actors, the latter two objectives are accomplished through an
appreciation of the historical context of the organisation and the institutional setting within which

the organisation conducts its operations.

1.3.1 Research Questions
The objectives stated above can be restated in the form of a research question as follows:

To what extent are the accounting and financial management systems of the Volta River

Authority deficient?
To address this principal research question, the following sub-questions are formulated.

1. How are financial resources managed at the Volta River Authority?

2. How do the financial management and accounting procedures at VRA arise?

3. How are the accounting and financial management systems of VRA maintained, and changed
over time?

4. Can these procedures be described as deficient? If so, in what ways?

1.4.0 Rationality, Ethnocentrism and the Meaning of Deficient Accounting

and Financial Management Systems

An important question that most readers might pose after reading the first few pages of this thesis
is: "what is a deficient accounting system?". Socrates sums up in the Platonic dialogue -
Phaedrus, the crucial importance of seeking definition and clarity in the following illuminating

passage:



if anyone wants to deliberate successfully about anything, there is one thing he (sic) must
do at the outset: he must know what he is deliberating about; otherwise he is bound to go
astray. Now most people fail to realise that they don't know what this or that really is:
consequently, when they start discussing something they dispense with an agreed

definition, assuming that they know the thing; later on they naturally find to their cost,
that they agree neither with each other nor with themselves (cited in Black, 1986, p. 25).

An interpretation of Socrates’ philosophical position in the context of this thesis is that an
appropriate starting point for an examination of the view that developing countries have
"deficient” public sector accounting and financial management systems is to understand what
constitutes a "deficient" accounting system. While it could be argued that a strong possibility
exists for an understanding of the term to evolve in the course of the research or even at the end,
in this thesis an initial attempt was made to gain an appreciation of what deficiency meant in the
current literature. Although the term was used on numerous occasions by accounting researchers,
the meaning was never clarified. Perhaps the everyday dictionary meaning(s) were implied (i.e.
inadequate, wanting in material defects, incomplete, weak, etc) as these were used

interchangeably with “deficiency”.

This thesis argues that the term "deficiency"” cannot be properly understood without reference to
a particular context. Indeed, whether an accounting system is "deficient" or not is contingent
upon a number of issues, including the lens through which the system is viewed. For instance,
it is possible to describe an accounting system as deficient on the grounds that it does not meet
a certain criterion of rationality. But as Hines (1988a) observes, there are as many
conceptualisations of rationality as there are 'paradigms’ in accounting research. And there is
always a strong tendency for aresearcher not only to generalise his/her view of rationality to other
contexts but to constantly seek to perpetuate that view by representing it as superior to other
modes of rationality (see also Jones, 1992). Such a researcher would perceive competing or
alternative notions of rationality as unacceptable and might even feel insecure about the existence
of these other ways of making sense of social phenomena (see Kuhn, 1970). Thus, in the context
of public sector accounting and financial management systems, there is a tendency for some
researchers to argue that accounting and financial management systems in developing countries
are "deficient" on the grounds that they do not meet a particular criterion of rationality which

may be irrelevant to the context of developing countries because of the wide array of differences



in socioeconomic, historical, political, and cultural environments among nations.

This thesis argues that rationality and for that matter deficiency, should be understood in context-
speciﬁc terms as opposed to a universalistic fashion. By this, is meant that any study which seeks
to draw conclusions on the deficiency or otherwise of accounting and financial management
systems should take cognisance of the differences in historical, cultural, and socioeconomic
backgrounds of the organisations within which these systems operate. As Trigg (1985, p. 23)
observes, "we cannot effectively make sense of what anyone does except in the context of a wider
whole". In addition, the notion of deficiency can be contingent upon the researcher’s own
understanding of what accounting is and how it (should) function(s) in organisations and society.
This thesis takes the position that since there cannot be a single monolithic system of accounting
and financial management for all public sector organisations, there can also not be a single mode
of determining the effectiveness of public sector accounting and financial management systems.
The thesis therefore calls for a broader’ understanding of these systems; an understanding which
is not limited to only the technical rationality of the systems but also includes an appreciation of
the socio-historical context within which the systems operate. It is possible, as this thesis argues,
for an accounting system to be judged technically effective but when the underlying processes
which explain how these systems arise are taken into consideration, the same system might be
judged deficient. Thus to gain insights into whether there is deficiency or otherwise, this thesis
appreciates the technical rationality of the accounting and financial management systems at VRA,
the socio-historical context of the organisation, and the extent to which the systems reflect the
stated principal rationale for establishing the organisation (i.e. promotion of the socioeconomic

development of Ghana).

1.5.0 The Contributions of the Study

They [developing countries] have a future, but few have a past at least in an accounting context
(Wallace, 1990, p. 3).

The above quotation is taken from one of the most recent reviews of the literature on accounting
in developing countries published in an inaugural issue of the journal Research in Third World
Accounting. The quotation provides an excellent summary of the views of most researchers

Wwhose interest hinges on accounting in developing countries. They do not only argue, that



research on third world accounting is dominated by purely descriptive studies, but they also
appear to be consistent in their call for empirical studies on these economically less-privileged
countries of the world (see Craner and Jones, 1993; Jaggi, 1973; Samuels and Oliga, 1982;
Samuels and Piper, 1985; Wallace, 1990). By empirically exploring the nature of accounting and
financial management systems in a particular third world organisational context, this study
provides an important contribution to the current literature on public sector accounting in
developing countries. Perhaps the lack of empirical studies on public sector accounting was not
a unique problem to developing countries in the period before the early 1980s (see Perrin, 1981).
Perrin (1981) observes that public sector accounting as a research area in the broader discipline
of accounting, remained unattractive to practitioners and academics alike until the early 1980s.
However, with the inauguration of such journals as Financial Accountability and Management
(in 1985), Research in Governmental Accounting (in 1985) and to some extent the Accounting,
Auditing and Accountability Journal (in 1988), a proliferation of empirical research on public
sector accounting and financial management can now be observed. But the majority of these
relatively recent studies are carried out in the advanced Western capitalist nations. This leaves

a very visible gap on empirical studies concerned with developing countries.

In addition, the entire discipline of accounting has been criticised for how little we know about
the actual functioning of accounting in its organisational context (see Hopwood, 1979; Miller,
1994). This has inspired accounting researchers to investigate accounting in action by employing
interpretive’ and ‘critical’ perspectives grounded in the works of social theorists including
Habermas, Foucault, and Giddens (see Chew, 1993; Hooper, 1992; Laughlin, 1984; Lawrence,
1990). However, such studies, though very fascinating in their findings, usually have the
advanced Western capitalist nations as their empirical foci. Thus the extent to which developing
countries benefit’ from the conclusions of such studies is quite limited. By employing an
interpretive methodological approach in a third world organisational context, this study
contributes to our understanding of accounting in a developing country context by uncovering
hitherto unappreciated or taken-for-granted accounting issues. Such a contribution might extend
not only to the particular organisation studied but also to developing countries as a generic group,

despite the differences that might exist among public sector organisations in these countries.



Since the literature review in the next chapter indicates that the relatively few empirical studies
which have been carried out in developing countries have approached their objectives with the
celebrated managerial theory view of public sector organisations as rational’, co-operative and
harmonious entities, this study provides an "alternative" dimension (see Broadbent and Guthrie,
1992) to the current literature by taking an ‘interpretive’ view of public sector organisations as
negotiated orders. Such a view understands accounting and financial management systems
design, maintenance and change as a process interwoven in the routine organisational negotiation
processes. While there are studies which view the craft of accounting as a political process (see
Cooper and Sherer, 1984; Tinker, 1980), empirical illustrations of accounting as a political
process subject to negotiations are still scanty. This is a major limitation of the new wave of
accounting literature which draws heavily on social theories. This thesis, therefore, contributes
not only to the accounting literature on developing countries but also to the broader’

critical/interpretive accounting literature.

1.5.1 Why a Study of Ghana is Important

There are a number of justifiable reasons for studying a Ghanaian public sector organisation in
this thesis. Firstly, the number of countries which possess the characteristics conventionally
associated with developing countries (subter) is so large that no single doctoral project can be
broad’ enough to provide an empirical coverage of all these countries. As Wallace (1990, p. 10)

writes:

global synthesis of accounting systems .... cannot do justice to the peculiar characteristics
of the countries covered. Only ... specific country studies can provide an in-depth
understanding of the accounting situation.

The above quotation indicates that it is most unlikely that a ‘manageable’ doctoral project will be
able to provide sufficient (or in-depth) empirical coverage of all the developing countries. A

choice is therefore necessary.

Secondly, Ghana has been very influential on the African continent not only in terms of the
struggle for political independence from colonial masters, but also in terms of the spread of

economic development policies initiated by the country. As Toye (1991, p. 151) puts it:



it may seem harsh to say so, but just as Ghana pioneered political independence from
colonial masters in Africa, so also has she pioneered a set of self destructive® policies

which many more recently decolonised African countries have followed (emphasis
added).

Given that the majority of citizenry of African countries live in abject poverty "defined as those
struggling to survive on less than US$370 a year" (Smith, 1992, p. 2), it could be argued that a
significant number of developing countries come under the sphere of Ghanaian influence and thus

partly explains the choice of Ghana.

Thirdly, currently the Ghanaian government in collaboration with the Bretton Woods institutions
is making extensive efforts to reform the public sector®. The policy which is funded by loans
from the Bretton Woods institutions proclaims the need for an introduction of efficiency,
effectiveness and accountability in the public sector as its principal objective. However, it is
doubtful whether any remarkable success is achievable through these reforms if Ghana’s (as in
other developing countries) public sector financial management and accounting systems live up
to their descriptions as "deficient” (Dean, 1988b; 1989a), "inadequate” (Blondal, 1988), and "old-
fashioned" (Craner and Jones, 1990). As Dean (1988b, p. 145) writes:

pumping development finance into countries with weak accounting and widespread lack
of skills through agencies with defective systems has predictable consequences: Basic
assurances concerning proper use of funds is missing.
This makes the present study not only important because of its focus but also timely because of
the current public sector reform in Ghana. Finally, and perhaps more obviously, Ghana is chosen
for the purpose of this study because it is the homeland of the researcher who has substantial
insights into its socioeconomic history, development, and institutions. The next section provides

an overview of the Volta River Authority which represents the empirical focus of the research.

3 This study does not intend to open up a debate on what "self destructive" means. The

citation emphasizes the influence that Ghana has over other developing countries on the African
continent.

6 Ghana has been identified by the IMF as a model for its Structural Adjustment Lending
Scheme which the Fund started in the mid 1980s.
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1.6.0 Volta River Authority: The Empirical Research Focus’

The Volta River Authority is a public corporation established by the Government of Ghana in
1961 to generate electricity from the largest human-made lake in the world®. Under the Volta
River Development Act, the establishing document for the VRA, the organisation is required to
supply electricity in bulk to other Ghanaian corporations (including the Electricity Corporation
of Ghana, ECG, which until recently was solely responsible for power distribution in Ghana) and
power utilities in neighbouring countries. Although VRA is mandated to "operate on sound
commercial lines", it does not have final authority in determining domestic tariff levels®. It is
[expected to be] financially self-sustaining and is empowered to borrow money from the open
market for its development programmes ( interview no. 36). A summary of VRA’s functions and
its perceived contribution to the Ghanaian and neighbouring economies, as presented by

organisational actors, is provided in the next sub-section.

1.6.1 Summary of the Functions of VRA

The functions of VRA as spelt out in the Act of incorporation (as amended over time), may be

grouped as follows:

1. Power Activities

¢ Generate electric power to meet the industrial, commercial and domestic needs by, first,
developing the hydro-electric potential of the Volta River and, thereafter, by any other
means deemed appropriate.

L4 Construct and operate a transmission system for the supply of power in bulk to
customers/consumers.
Distribute power in the Northern Sector of Ghana.

Export power to neighbouring countries.

7 A historical analysis of the VRA is provided in Chapter Six when the thesis draws upon
the negotiated order perspective as a social theory to further explore the deficiency or otherwise
of VRA’s systems of accounting and financial management.

¥ See Appendix 1.1 for the Management Structure of the Volta River Authority.

® A detailed discussion of the Authority’s tariff structure and the underlying socio-political
Processes are provided in Chapters Four and Seven.
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2. Non-Power Activities

'y Provides facilities and assistance for the development of the Volta Lake for fishing and
commercial transportation.

Develop the Volta Basin by controlling and safe guarding the health of its inhabitants.
Provide public health services to Akosombo and communities in the Volta Basin.

Exercise local government powers at Akosombo.

®* & & <

Ensure environmental protection in the Lakeside area.

The next section presents a summary of the perceptions of organisational actors about the

contributions of VRA to the economies of Ghana and its neighbours.

1.6.2 Perceived Contributions of VRA to the Ghanaian and Neighbouring

Economies

Over the years VRA has contributed towards the economic growth of Ghana and neighbouring
countries by supplying electric power which is considered one of the prime movers of economic
development and prosperity (interview no. 02; see also Saunders et al, 1978). It is also currently
playing a significant role in the Government’s National Electrification Plan (NEP) which aims
at supplying power to all parts of Ghana by the year 2020'°. Since 1987, the National grid has
been extended to most parts of the Northern Sector of Ghana, namely, the Brong Ahafo,
Northern, Upper East, and Upper West regions. Various commentators have expressed views
which portray the Authority as a successful public corporation in Ghana (see Graham, 1982;
Killick, 1978; Toye, 1991). For example, in his critical review of Ghana’s development policies,
Killick (1978, p. 249) writes:

what makes the VRA of particular interest here, and what sets it apart from most other
state enterprises, is that, in terms of its main duties, it was a success story. It is true that
its attempts to resettle the former residents of inundated areas ran into serious difficulties,
.... but in its main functions of building and operating the hydro-electric project the record
is clearly favourable.

' See Chapter Eight for a detailed discussion of the national/rural electrification in the
context of VRA’s financial management.

12



Indeed, VRA exceeded its planned performance level for the first five years of operations
(Killick, 1978). In pursuit of its role in Ghana’s socioeconomic development, VRA has also
established a number of subsidiaries including Kpong Farms Limited, the Akosombo Hotel
Limited, and Volta Lake Transport Company Limited. Through Kpong Farms Limited VRA has
established a pilot and demonstration scheme in modern agricultural systems especially in
irrigation, mechanisation, crop-soil responses, engineering support and farm management. It
currently undertakes farming in rice, livestock, and sells processed meat. VRA also provides
hotelier services through its subsidiary, Akosombo Hotel Limited: The hotel provides boarding
and lodging, conference and tourism facilities and services. Through the Volta Lake Transport
Company, VRA also provides multi-modal commercial transportation services for passengers and
bulk cargo on the Lake Volta. The diverse services which the VRA provides makes it one of the

most important public corporations in Ghana (see Toye, 1991).

In addition to the services provided by the subsidiaries, their role as employment providers
cannot be overemphasised in a country with a very high unemployment rate (estimated at 25 %
in 1993/94)"!. The contribution of VRA is further evidenced by the diverse customer groups it

serves:

Local Customers

A Electricity Corporation of Ghana (E.C.G.)
B Major Mining Companies such as:
I) Ashanti Goldfields Corporation
i1) Consolidated Diamonds
iii) Billiton Bogosu Gold
iv) Southern Cross Limited
v) State Gold Mining Corporation
C Northern Electricity Department (N.E.D.)
D Manufacturing Industries (Akosombo Textiles Ltd; Aluworks Ltd)
E Akosombo Township/Akuse Estates

' See Third World Guide (93/94, p. 297).
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Foreign Exchange Customers
VALCO Ltd
Togo and Benin (C.E.B.)
La Cote d’Ivoire (C.ILE.)

As the above indicates, the contribution of VRA is not limited to the Ghanaian economy alone;
in fact Appendix 1.3 indicates that VRA contributes significantly to the power requirements of
Ghana's neighbours (i.e. Togo, Benin and La Cote d'Ivoire). The appendix summarises the
annual energy consumption per class of customer. It illustrates the contribution of VRA to the
various customer groups over a ten-year period between 1985 and 1994. With the exception of
1985 (when the VRA was still recovering from the effects of the 1983/84 drought), Valco stands
out as the major consumer of power generated by the VRA, consuming over half of the total
power generated. It is important to observe that the total power supplied to the two domestic
power distributors (i.e. N.E.D. and ECG) forms just over 50% of the power supplied to Valco
(see Appendix 1.3).

In addition to the generation and supply of hydro-electricity, the Authority, in co-operation with
other public agencies or at the request of government, undertakes other projects relating to the
environmental effects of the formation of the Volta Lake, research and development work
pertaining to fisheries, hydro-biology of the lake, public health, shore-line agriculture and various
aspects of resettlement. The responsibility for the maintenance of the resettlement townships
built for persons displaced by the formation of the Volta Lake has, at the request of the
government, been transferred to appropriate departments and agencies since 1971. Nevertheless,
residual problems affecting the settlers are referred to the VRA for advice and any necessary
action (VRA Annual Report, 1993, p. 5)'2. The VRA thus continues to maintain interest in
matters concerning these communities. The health and well-being of the inhabitants of
Akosombo and the Lakeside area have been made obligations of the VRA under the Act

establishing the organisation.

—

"> Chapter Eight evaluates the extent to which these environmental obligations are
reflected in the Authority’s accounting and financial management systems.
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The VRA exercises a similar responsibility in respect of VRA township at Akuse and the
reservoir formed in connection with the Kpong Hydroelectric Project. The VRA runs a well-
equipped hospital at Akosombo, and through a Health and Safety Department handles matters
concerned with sanitation and public health. The researcher visited the Hospital for observation
purposes. It was found that most of the facilities in the Akosombo Hospital are not only up-to-
date but seem to be too advanced for such a small community’>. In 1990, the VRA
commissioned a Medical Boat to provide basic medical services and public health education for
the inhabitants of the Lakeside area. These measures taken by the VRA are intended to ensure
that the Project causes as little adverse effect on the surrounding population as possible (VRA
Annual Report, 1993, p. 5). The VRA also built and runs private Junior and Senior Secondary
schools (for children of employees and local residents), which remains among the best

performing schools in the examinations conducted by the West African Examinations Council.

As part of its role in the government’s National Electrification Plan, the VRA helped in 1993, to
connect four District capitals in Northern Ghana namely Walewale, Savelugu, Tumu, and
Sandema, to the national grid. The VRA also signed a contract (in March 1996) with KEC
International of India and ABB Sae Sadelmi of Italy for the extension of grid power to 13 district

capitals in the Northern Electricity Department (N.E.D.) area of operation.

Although VRA’s contribution to the economy is perceived (by organisational actors) as
substantial, a World Bank report in 1990 indicated that only about 15% of the population of
Ghana has access to electricity (World Bank, 1990, p. 4). This is partly because the bulk of the
output of VRA is consumed by Valco (see the breakdown of Annual Maximum Power Demand
by the various customers presented in Appendix 1.4). As the appendix indicates, domestic
consumption is growing at a significant rate (i.e. an annual rate of about 5%). This trend still
continues as reflected in the Chairman’s remarks:

The continued growth in the Ghanaian economy characterised by expansion
of production in the industrial and commercial sector, resulted in high 8.7%
growth in the domestic demand for electricity (VRA Annual Report, 1994,

p. 11).

* A community of about 15,000 people.
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Indeed, domestic consumption increased from 366GWh (8% of total output) in 1979 to 535GWh
(12% of total output) in 1988. It is also interesting to find that the supply to Valco (with the
exception of the drought period) is averaging around 60% of the total output. The statistics on
consumption per customer group is important for understanding the pricing systems at the VRA
as discussed in Chapter Seven. The rising trends in domestic consumption was cited as one of
the major difficulties currently facing the VRA and the energy sector in general. Interviews with
top management of VRA revealed that this forms a major concern and constitutes an important

element in their strategic planning.

1.7.0 The Structure of the Study

The thesis is presented in nine chapters as follows:

Chapter One: An Overview of the Thesis

Chapter One introduces the study by providing the nature and background of the research. It also
elaborates upon the research objectives and contribution of the thesis to the discipline of
accounting, and accounting in Ghana, and developing countries as a generic group. Chapter One

also introduces the Volta River Authority, the principal empirical research focus of the thesis.

Chapter Two: Literature Review

Chapter Two provides a critical review of the literature on public sector accounting and financial
management in developing countries. It documents the ‘conventional view’ as reflected in the
literature on public sector accounting in developing countries and identifies the gaps in that
literature in terms of themes, methodology and methods. The chapter maintains that although a
significant amount of work has been done on developing countries, these studies are non-
empirical and their conclusions are heavily influenced by perspectives from development
economics, including perspectives which have been significantly questioned or discredited in the
latter discipline. In particular Rostow’s (1960) Stages Model of development, Arthur Lewis’
(1954) Two-Sector model, the false paradigm model, and the neoclassical dependency theory are
shown to have a significant impact on the current literature on public sector accounting and

financijal management in developing countries. The chapter concludes that there is an urgent need
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for empirical studies which are grounded in the ‘interpretive’ and ‘critical’ methodological
approaches since such perspectives have the potential to provide alternative understandings to

the dominant technical rational perspective.

Chapter Three: Methodology and Methods

Chapter Three provides the methodological and methodical orientation of the research.
Following Chua, (1986) Hopper and Powell (1985) and Laughlin (1995) the chapter argues that
methodological choices are inevitable in any research endeavour and that it can be helpful for
researchers to clarify, up-front, their methodological orientation. Such a clarification is required,
because a way of seeing is also a way of not seeing (Poggi, 1965). Against this background,
Chapter Three discusses the epistemological, ontological and methodological assumptions
underlying the study. These assumptions are consistent with those that have been identified by
Chua (1986) as interpretive methodological assumptions. The chapter further elaborates upon the
exploratory case study method which forms the principal tool for evidence collection for this
project. The chapter also discusses the specific evidence collection procedures which were
employed to gain an empirical understanding of the VRA’s financial resource management
systems. These include interviews, document analysis, survey, and non-participant observation.
Chapter Three also discusses the depth of investigation required to enable conclusions on the
deficiency or otherwise of VRA'’s accounting and financial management systems. In particular,
the three levels of investigation’- the technical-rational perspective, socio-historical perspective,

and socio-economic development perspective - are elaborated.

Chapter Four: Accounting Systems at the VRA: The Technical Facade.

Chapter Four provides the first level of empirical evidence analysis through a discussion of the
technical procedures for accounting and financial management of the VRA from the point of view
of organisational actors. These insights gained from organisational actors are used to question the
basis of the claim that developing countries have "deficient" accounting and financial
Management systems in their public sector organisations. The chapter maintains that from a
technical perspective the Authority’s systems of financial resource management could not be
described as "deficient” because the systems are perceived by organisational actors as enabling
control over organisational financial resources thus making such claims about the lack of

financial control procedures, lack of timely and adequate information for managerial decision

17



making and lack of auditor independence sufficiently unsupported. There is also evidence from
actors who are external to the VRA, including the World Bank and the Ghana Public Services
Commission, regarding the strength of the Authority’s accounting and financial management
systems. While the deficiency claim is unsupported in the technical rational sense, Chapter Four
points out the need to problematise the simplistic technical view of accounting and financial
management systems. Thus the next 'level’ of empirical analysis goes behind the technical fagade,
by drawing upon social theory, to uncover how these technical procedures arise and are

reproduced within VRA.

Chapter Five: Problematising the Technical Facade: Negotiated Order Perspective as a
Theoretical Lens

Chapter Five explicates the social theoretical perspective which guides the interpretation of
research evidence at the second level of empirical evidence analysis. It discusses the negotiated
order perspective (espoused by Strauss and his colleagues, 1963, 1964) and other theories of
negotiation (Gulliver, 1979; Zartman, 1978; Young, 1975) which are used to gain a further
understanding (i.e. beyond the technical fagade provided by organisational actors) of the
accounting and financial management systems at the empirical site. The chapter also develops
a core argument in the study that public sector organisations are negotiated orders not only
internally but also externally in terms of the relation between the organisations and constituencies
in their wider environment. Accounting systems design, maintenance and change in such
organisations, the chapter argues, are perceived as 'political’ processes interwoven in the routine
negotiations in these organisations. While this view runs the danger of opposing the norm (i.e.
the dominant technical-rational view of accounting) it nonetheless has a huge potential of
uncovering hitherto taken-for-granted issues in our efforts to understand how accounting and
financial management systems are designed, maintained and changed over time in complex social

settings.

Chapter Six: Historical Analysis of the Volta River Authority

Toenable an application of the negotiated order perspective as a theoretical lens for making sense
of empirical evidence at the second level of analysis, an historical analysis of VRA is carried out
in this chapter. Chapter Six documents the significant events in the history of the Authority

thereby enabling a deeper understanding of the accounting and financial management systems
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and how these have changed over time. In particular, the chapter elaborates upon the negotiations
which preceded the establishment of the organisation in the early 1960s and points out the
importance of the Master Agreement which was signed between the Ghana Government (acting
on behalf of the Authority) and other Western capitalist organisations, including Volta
Aluminium Company (Valco) and the World Bank.

Chapter Seven: Behind the Technical Facade: An Interpretive Construction

Drawing upon the negotiated order perspective, this chapter reinterprets the notion of deficiency
from a socio-historical perspective. The chapter argues that although it might be extremely
difficult to justify the claim of deficiency in the context of the VRA by reference to the technical
understanding of the procedures for accounting and financial management, an historical analysis
of the organisation’s accounting and financial management systems (especially in terms of
product pricing) reveals how the impact of political and other forces can problematise the simple
view in these technical terms. The chapter shows how negotiations constitute the Authority’s
accounting and financial management system design and change process because of the
constraints posed by the 1962 Agreements and also demonstrates how military juntas have
significantly impacted on the negotiation process over time. An evaluation of the outcomes of
these negotiations and the implications for accounting and financial management at the VRA

results in a conclusion that the deficiency claim might be supported in another sense.

Chapter Eight: Understanding VRA’s Accounting Systems in the Context of Socioeconomic
Development

Chapter Eight provides a further reinterpretation of the notion of deficiency with particular
reference to the notion of socioeconomic development (the main rationale for establishing the
organisation). The chapter presents various post war interpretations of the concept of
development and argues for a conception of development which goes beyond the dominant
economistic view. Drawing upon the Brundtland Commission's notion of sustainable
development (i.e. which emphasizes people centredness and environmental friendliness), the
chapter argues that VRA's accounting and financial management systems do not properly reflect
the purposes for which the organisation was established and therefore that the deficiency claim

¢an be supported in that regard. However, by taking into consideration the current efforts which
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the Authority has made to integrate the environmental effects of its operations into mainstream
accounting and decision making systems, the chapter argues that the deficiency claim cannot be

entirely supported.

Chapter Nine: Conclusion

This chapter wraps up the thesis through a summary of the major discussions and conclusions.

1.8.0 Some Definitions

In this section some definitions of terms which are necessary to understand the study are
presented. These are terms which might be understood in different contexts from the usage in

this study.

1. Accounting and Financial Management

Although traditionally a distinction is often drawn between "accounting" and "financial
management", in analysing the financial resource allocation and tracking process in the public
sector, the two terms are so linked that they are often used interchangeably. This view is captured
by Henley et al (1986, p. 5) when they write that "accounting in the public sector is about
financial management". In this thesis the term "accounting” and "financial management" are used
jointly to mean those mechanisms, technical or otherwise, which have been designed to ensure
the ‘proper’ allocation of financial resources, the tracking of these resources, and the
accountability procedures for reporting to those who are legally entitled to such reports. This
includes not only the day to day procedures in the management process (such as budgeting,
overhead allocation, cash management, and product pricing), but also the long term development

plans which extend beyond one financial or calendar year.

2. Developing Countries

Strictly speaking, all countries can be described as developing if development implies (as the
economists argue) economic growth (increase or decrease in specified indicators such as real
GNP per capita) plus structural and social changes. Despite the logic in this view, there exist a
number of schemes which seek to classify countries in terms of the level of socioeconomic

development. In this thesis the term developing countries refers to those countries whose
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historical, socioeconomic living conditions, and political backgrounds compare “less favourably”
to those of the United States, Canada, Australia, and Western Europe. The majority of the
countries referred to in this thesis "are found in Africa, Asia, Latin America, the Middle East, and
Oceania” (see Wallace, 1990, p. 3). Other terms used to describe these countries include

emerging economies, and third world countries.

1.9.0 Chapter Summary and Conclusions

In this introductory chapter, the nature and rationale of the thesis are discussed. The chapter
elaborates upon the research objectives and questions to be pursued. The project seeks to
understand, from the perspective of organisational actors in a third world public sector
organisation, how financial resources are managed and how the systems for financial control
came to be what they are. The perspective of organisational actors is accorded primacy because
prior studies on public sector organisational management in developing countries have seldom
explicitly focused on the role of organisational actors, thereby ignoring the huge potential
organisational actors have in terms of their understanding of organisational processes. Indeed,
there are no processes independent of organisational actors; organisational processes derive from
the understanding and consequent actions of organisational actors. The insights gained from
organisational actors are then used to evaluate the claim that developing countries generally have
"deficient" public sector accounting and financial management systems. Chapter One also
introduced the Volta River Authority, the empirical focus of the thesis highlighting its

contributions to Ghana and her neighbours.
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Chapter Two

Public Sector Accounting and Financial Management in Developing

Countries: A Critical Assessment of the Literature

The most empathetic observer can speak objectively about underdevelopment only after
undergoing, personally or vicariously, the "shock of underdevelopment” (Goulet, 1971, p. 23).

2.1.0 Introduction

Drawing upon the experiences or forces which were instrumental for the rapid socio-economic
development of the West, most contemporary developing countries regard the public sector as
amajor vehicle (the sole vehicle in some cases) in their quest for advancement in socio-economic
development (Buchanagandi, 1991). Indeed, the experiences of the Indian sub-continent, Africa,
China, and Latin America, show the dominance of and important role which is accorded to the
public sector in the drive for socio-economic development in today’s developing countries (see
Bhatia and Batra, 1995; Killick, 1981). While the role of the public sector in most developing
countries is perceived as significant, the literature has been concerned to elaborate a strong
critique of management processes in these organisations. Central among the most controversial
issues in public sector management in developing countries is the nature and effectiveness of the
accounting and financial management systems present in the sector (Chapter One, supra). While
this controversy suggests important accounting research issues, there has been little attempt to
pull the literature in this area together. Insights into public sector accounting in developing
countries are currently scanty and widely dispersed in the international accounting, mainstream
accounting, governmental accounting and public administration or institutional development

literatures.

In light of the above, the objective of Chapter Two is threefold. Firstly, the chapter aims to
provide a descriptive account of the literature on public sector accounting and financial
Management in developing countries. The rationale here is to chronicle the views of various
researchers in the field and to point out the omissions in terms of themes, methodologies and
methods. Secondly, the concern is to indicate how some important conclusions in the literature

are deeply-rooted in the thinking of development economics including theories which have been
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significantly questioned and largely discredited. In particular the chapter draws upon Belkaoui
(1994) to argue that a number of economic models including Rostow’s stages model; Harrod-
Domar’sgrowth model, Arthur Lewis’two sector theoretical model; the neoclassical dependence
model; and the false paradigm model, have significantly influenced research findings in the area
of public sector accounting in developing countries. Thirdly, and perhaps most importantly, the
chapter aims to further clarify the rationale for the thesis by indicating its location in the public

sector accounting and financial management literature on developing countries.

The rest of the chapter is organised as follows. After a background discussion which further
elaborates a rationale for this review the chapter summarises views expressed by various
researchers regarding the nature of public sector accounting and financial management in
developing economies. It categorises the literature into four sub-groups including works dealing
with internal managerial decision making; external reporting and accountability; accounting for
specific socio-economic development projects; and grand theorising in the field of public sector
accounting in developing countries. The chapter then elaborates a summary critique, including
critically linking views expressed in the literature to the conventional thinking of development
economics. Before concluding, the chapter indicates the location of the thesis in the context of

the literature reviewed.

2.1.1 Background.

Despite what has been portrayed to be the long history of the concept and importance of the
public sector, research in public sector accounting and financial management has attracted
relatively little research interest among academics and practitioners "until fairly recently
(Normanton, 1966; Perrin, 1981; Pallot, 1992). Since the early nineteen eighties, there has been
a growth in interest among researchers in this area (see Guthrie and Parker, 1988; Broadbent and
Guthrie, 1992; Humphrey, Miller and Scapens, 1993)". This interest has resulted in a significant
growth of the public sector accounting and financial management literature over the last decade

and half. Despite this expansion in the field, public sector accounting and financial management

' Broadbent and Guthrie (1992) point out that the global trend - as evidenced by the
emergence of "Thatcherism" (UK), "Reagonomics" (US), and "Rogernomics" (NZ) - towards
public sector reform provides a partial explanation for this upsurge of interest in this field of
study.
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is still accorded a nascent status by some writers (see Lapsley, 1988; Pallot, 1992).

Previous efforts to review the literature on public sector accounting and financial management
have been made by Chan and Picur (1986) and Lapsley (1988). Chan and Picur (1986) classified
the literature into: governmental accounting theory; empirical research; and policy development;
and they concluded that "while some significant advances [in public sector accounting and
financial management] have been made, much remains to be done" (p. 213). Lapsley (1988) in
the inaugural issue of Accounting, Auditing and Accountability Journal categorised the public
sector accounting literature in a "more traditional” fashion into: finance-related topics; financial
accounting and accountability; audit; internal accounting and management information systems.
Consistent with Chan and Picur (1986) he observed that "most significant efforts of accounting
researchers have been directed towards financial accounting and accountability. While there has
been some research into management accounting in public sector institutions, the financial

[aspects] and audit [practice] of such organisations have been neglected” (p. 30).

It is the view of this thesis that further review of the public sector accounting literature is now
timely. It is some time since Chan and Picur (1986) and Lapsley (1988) carried out their
reviews. Public sector financial management and its context have undergone a number of
significant transformations since then. For example, New Zealand only started to implement its
significant reforms from the late 1980s by which stage, furthermore, reforms in Australia and
Britain were still at an embryonic stage. More crucial here is that analysis of the two previous
reviews shows that they have placed much greater emphasis on the literature on public sector
accounting and financial management systems in 'Western’ capitalist nations to the virtual
exclusion of the literature on developing economies. Both reviews were in a significant sense
ethnocentric given their focus upon largely the U.K. and U.S. literature. This chapter takes the
view that public sector accounting and financial management systems of developing countries
constitutes a very worthy focus for research. The chapter responds to the need for a review of
the literature on public sector accounting and financial management focusing upon the neglected

area of developing economies’. This helps to further clarify the rationale of this thesis.

?There are a number of reviews of the accounting literature on developing countries (see,
forexample Jaggi, 1973; Samuels and Piper, 1985; Wallace, 1990). Yet there is no single review
which seeks to pull together the accounting literature specifically in the public sector area.
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2.2.0 A Framework For The Review

For the purposes of this review, the literature on public sector accounting and financial

management in developing economies is classified into four categories:

The first category deals with works which seek to examine the internal reporting and financial
decision making within public sector entities. Specifically the category includes works on issues
such as cost effectiveness, efficiency, budgets and budgetary control, investment decisions, and
monitoring and evaluation of performance. The second category is concerned with works
dealing with external reporting and accountability issues. This category reviews works which
seek to address such issues as the nature of the forces driving public sector financial reporting
in developing countries. This includes focus upon financial reporting standards and legal and/or
statutory requirements of public sector entities and the nature of accountability arrangements and
relationships between the central government, citizenry, donor countries, and the international
financial institutions. Articles examining external audits and performance of the Auditor-
General’sdepartments (including their degree of independence) are also covered here. The third
category includes works on the role of accounting and financial management in specific socio-
economic development projects such as sanitation, rural development, and education. Category
four deals with works constituting theory development in research into public sector accounting
and financial management in developing economies. Clearly, some works overlap in terms of
the above categorisation and such works are dealt with under more than one category to reflect

their correspondence with a number of identifiable themes.

The literature reviewed in this chapter consists primarily of works published in English-
Language journals including: Research in Third World Accounting; Financial Management and
Accountability Journal; Accounting, Auditing and Accountability Journal; Critical Perspectives
on Accounting; Accounting, Organizations and Society; Advances in International Accounting;
The Journal of Management Studies; Governmental Accounting Research; International Journal
of Accounting Education and Research; Finance and Development; Development and Change;
and Journal of Developing Economies. Where applicable, the review goes back to trace the work

in these journals over the last twenty-five years. Important contributions outside this period,
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which have had significant impact on the literature within the period covered in this review, are
also included. In addition to journal articles, books, monographs and doctoral dissertations (both
published and unpublished) are covered. This broad coverage goes beyond Chan and Picur

(1986) and Lapsley (1988).

2.2.1 Category One: Internal Reporting And Financial Decision Making.

The period prior to the early 1970s produced very few studies in the area of internal reporting
and financial decision-making. An important empirical study on public sector accounting for
internal organisational decision making in developing countries was carried out by Caiden and
Wildavsky in 1974 (Enthoven, 1977). In that study Caiden and Wildavsky found that central
government budgets and economic planning in "poor" countries were rudimentary and difficult
to implement because of the high degree of environmental uncertainties. They argued that this
problem "cascades" to the various government departments, ministries, and government owned
enterprises in these countries. Thus accounting systems were portrayed as needing to be
strengthened in this context. In a similar fashion, Enthoven (1977) observed that cost and
managerial accounting systems, which have a vital role in successful organisational decision
making processes in Western countries, were still at an embryonic stage in developing countries.
He portrayed the situation to be worse in the public sector than in the private enterprise sector
of these countries. Enthoven (1977) further maintained that in most countries in Africa and Asia

cost accounting systems were either rudimentary or non-existent in public sector organisations.

In these early attempts to understand the nature of accounting in public sector organisations in
developing countries, the authors approached their works by implicitly drawing comparisons
between the developing and advanced countries and suggesting that the systems in the former
were inadequate. The advanced countries, however, should not necessarily be taken as the
standard for comparison. Differences in historical, political, cultural and socio-economic
environments need to be considered. For example, the earlier studies could have gone further
by exploring contextually whether the accounting and financial management systems serve the
purpose(s) for which they were set up. Comparing the accounting systems of developing
countries to their Western counterparts and referring to the former as rudimentary does little to

aid the development process of these less privileged countries of the world (cf. Briston, 1979).
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Gujarathi and Dean (1993) put forward their view that the difficulty in recruiting and retaining
qualified accountants in the public sector of developing countries was one of the most serious
problems facing their public sector management. Researching eight developing countries -
Bangladesh, Gambia, Ghana, Malawi, Nepal, Nigeria, Papua New Guinea, and Tanzania - the
authors found that with the exception of Nepal, senior public sector officials in these countries
readily accepted and expressed views which supported their view. For example, concerns in

Ghana were as follows:

... there is no doubt whatsoever that there is difficulty not only in recruiting but also in
retaining qualified accountants/auditors in the public sector ... Until late 1986, there were
only two fully-qualified accountants/auditors employed in the Civil Service ... Response
to advertised posts for accountants/auditors by the public service has often been
discouraging (Gujarathi and Dean, 1993, p. 190).

For the case of Papua New Guinea, the authors similarly reported that almost all accounting and
financial management positions in the public sector were filled by non-graduate accountants.
Gujarathi and Dean more generally reported that most recurrent among the reasons advanced for
the acute shortage of qualified government accountants/auditors were: overall shortage of trained
accountants; inadequacy of training personnel and facilities; salary differential between private
and public sectors; poor job environment and lack of opportunities for growth. For Gujarathi and
Dean an important consequence of this lack of qualified accounting personnel is that
"questionable, uneconomic, or improper management decisions have been made without proper

accounting data and appropriate interpretation thereof” (p. 194).

Gujarathi and Dean (1993) gives insights into the perceptions of public sector accounting held
within developing countries. There are some deficiencies, however, with respect to the central
theme of their work. For example, hiring qualified accountants may be an important or even
necessary condition for securing improvement in public sector accounting and financial
management systems but is in itself not sufficient. Empirical research focused upon Bangladesh
(Parry and Groves, 1990) and Tanzania (Abayo and Roberts, 1993) suggests that the training and
use of qualified accountants do not necessarily bring about an improvement in the quality and
standards of public sector accounting and financial management in developing countries. A
partial explanation is that accountancy practices mobilised in developing countries for public

sector organisations are often prescribed by Western "experts" who are not only external to the
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organisations but also appear to pay little attention to the context of the developing country.
Important questions that remain unaddressed in their work include whether the local
accountants/financial managers perceive the Western systems as fully relevant to the needs of
the organisations concerned, whether they can be considered adequate and relevant in terms of
criteria derived from the local context and whether public sector organisational actors in
developing countries are able to appropriately influence the accounting and financial

management systems with which they work.

In an earlier article, Dean (1989a) had argued against the crude transfer of accounting technology
from the West to developing countries. He pointed out that such techniques, including
Performance Budgeting, Programme Budgeting, and Zero-Based Budgeting were
"anachronisms" in developing countries. Whilst this view to some extent helps to balance the
later argument of Gujarathi and Dean (1993), an even more balanced and coherent stance would
recognise that such techniques need to be mobilised in terms of a contextual frame of reference
but also may not be entirely irrelevant to developing countries. Briston (1978; 1990), Enthoven
(1979), and Samuels and Oliga (1982) have also tended in some ways to overemphasize the
differences between developing and developed countries - a needed counter to much of the
important mainstream literature’s ethnocentrism - whilst overlooking degrees of commonality
between the needs of these contexts. Interestingly, Dean (1989b) argued that problems which
were encountered by the adoption of Zero-Based Budgeting in developing countries were also
experienced in the United States - where the technique was largely developed - "with its highly
trained personnel and advanced information systems" (p. 83). Thus Dean maintained that the
abandonment of the technique shortly after its adoption by developing countries could not be
attributed to a lack of competent personnel in these countries but reflected to a large extent the
inherent weaknesses of the technique. Similar sentiments are expressed by Goode (1984) when
he writes that "applied on a modest scale, ... Zero-Based Budgeting might have been more
constructive" not only in developing countries but globally (p. 37). Goode (1984) further argued
that Zero-Based Budgeting proposals, as with Program Budgeting proposals "were

overambitious; their advocates promised too much and were naive about the nature of budgeting"

28



(p- 38)°. A further key question that is not addressed however by Dean or Goode is the purpose
and role that is served by these techniques in developing countries. The same
accounting/budgeting technique can have several roles and exploring this empirically could

further problematise Dean (1989a). A more substantive empirical dimension to the argumentation

would further the research.

The views expressed by Dean (1989a) above, follow on from his 1986 study which sought to
report on the experience of four developing countries - India, Malaysia, Philippines, and Sri
Lanka - which had adopted Performance Budgeting. In that study Dean sought to assess the
extent to which Performance Budgeting satisfied the information needs of its intended users
(including the executive, legislature and managers). He concluded that not only was
Performance Budgeting predicated on unrealistic or false assumptions about organisational
management processes but also that the claims about its perceived advantages (particularly in the
environment of developing countries) were far-fetched. Maintaining that the technique of

Performance Budgeting was "illusive" in a developing country context, Dean (1986) wrote:

... performance budgeting did not live up to expectations. Its usefulness to the legislature

is in doubt, its use by management has only been realised on a small scale, its impact on

budget formulation is small; the linkage with planning is tenuous (p. 21).
Dean (1989b) further maintained that most budget innovations including Zero-Based Budgeting
adopted by some developing countries "encountered severe set-backs" - for example in countries
such as the Philippines (p. 83). There is little doubt that Dean’s critique of Performance
Budgeting and Zero-Based Budgeting made a worthwhile contribution to the literature on public
sector accounting and financial management in developing countries. It was also timely because
its publication coincided with the period when most developing countries were considering
Performance Budgeting as the most reliable tool for financial management in the public sector.
Another area that Dean leaves unaddressed in this context however, is the need to provide an

alternative model for budgeting in developing countries.

*He further contended that while "continuous budgeting", an alternative put forward by
Caiden and Wildavsky (1974) gave appreciation to the difficulties of comprehensive budgeting,

the technique "seems to retreat too far from the ideal of rational allocation of scarce resources"
(p. 38).
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Alam and Lawrence (1994) explored institutional aspects of the budgetary process in a state
owned jute mill company in Bangladesh. They argued that traditional Western budgetary
processes were incongruent with those of the Bangladeshi mill. The authors also found that
environmental and political uncertainties (see also Caiden and Wildavsky, 1974) were among
the factors shaping the nature of the organisation’s budgeting processes. Alam and Lawrence
(1994), concluded that "organisations cperating in a bureaucratic and institutional environment
may face external demands and constraints on its budgetary processes" (sic, p. 49). Such
constraints, in their view, can (and did ir: the case of the jute mill) limit the organisation’s.ability

to respond to its uncertain context.

While Alam and Lawrence (1994) address a very important research issue, an implicit
assumption of their study problematises their argumentation. The paper assumed, right from the
outset, a causal relationship between environmental uncertainty (resulting from political
processes) and organisational budgetary processes’. Such a relationship however, is quite
difficult to establish convincingly because of the likely existence of other factors. These include
culturally-specific managerial philosophies found in some developing economies (see
Buchanagandi, 1991, for the situation in Tanzania). It is possible for the budgetary processes of
the company to remain unchanged even if there is a change in some of the uncertainties (e.g.
engendered by political processes) identified in the study. Therefore, more holistic contextual

research is required to take the study by Alam and Lawrence(1994) further.

Dominguez (1988) discussed the need for reform of financial management in the public sector
of developing countries. He argued that although managerial and financial activities of third
world public sector organisations have experienced a significant growth since the immediate
postwar years, this "has not been accompanied by an adequate organisation to allow public
officials to carry out their work and responsibilities in an efficient manner" (p. 275). Dominguez
drew attention "to the fact that this reality has created a growing concern among citizens,
legislators, and government officials" (p. 275). A major concern of his paper centred around the

problems of financial management as part of the internal organisational management process in

* Perhaps this stems from their use of institutional theory (e.g. Di Maggio and Powell,
1983) as a theoretical lens for gathering and making sense of empirical evidence.
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the public sector of developing countries. A number of conferences (including the November,
1984, Conference on Accounting Education for Development of Asia and the Pacific, held in
Manila; and the 1982 International Congress of Accountants, held in Mexico) were cited as
illustrations of efforts being made to alleviate the situation.. In his view, such conferences do not
come anywhere near elaborating the entirety of government sector financial management
problems in developing countries (p. 285) and we should not be lured into thinking that

developing countries are gradually finding their ’emancipation” through such conferencet.

i)ominguez {1988) offers a "broad plan of action" for public sector financial management reform
in develoning countries. Since, however, developing countries: differ significantly- in their
‘historical, political. sccio-economic, and cultural envirorments, researchers need to contribute
by exploring the possibilities of financial management reform in individual country contexts.
Another question unaddressed concerns what effects policy oriented public sector accounting and
financial management conferences have on policy respecting managerial and financial decision
making in developing countries, given that a lot of scarce national resources go into the

organisation of such conferences.

At this stage it can be pointed out that themes pursued in the area focused upon are narrow viz
aviz the literature on accounting more generally. Accounting is a discipline whose potential and
actual role in organisational management has been much explored in the literature (Hopwood,
1979; Hines, 1988; Boland, 1989). A variety of perspectives have emerged. For example there
is the view of accounting as not only conflict resolving but also conflict enhancing (Argyris,
1952; Cooper, 1983; Gallhofer and Haslam, 1991; Lehman and Tinker, 1987; Tinker, 1985).
This contrasts sharply with a more economistic view of accounting information as a vital
functional ingredient for rational’ organisational decision making (see Solomons, 1991)°. As

well as there having emerged different perspectives upon accounting’s role in the above terms

* Quite often participants in such conferences as those cited in the main text are urged to
believe that the solution to their countries’ financial management problems could be found
through the recommendations of such conferences. However, there is also the question of the
validity of such recommendations and the difficulty of implementation.

¢ See also Ansari and Bell (1991) on the symbolic, behavioural and economic roles of
accounting in organisations and society.
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there are also different emphases within more technical views of the practice. For example,
organisations might be understood to differ in terms of the extent to which accounting
information is used as an aid to operational and long-term decision making. This contingency
perspective has a wider application. One would expect, for example, organisations which are
ostensibly accountable to the citizenry and whose operations are likely to be more directly
influenced by formal political processes, to rely more heavily on accounting as a tool for
justifying or legitimising organisational decisions. The literature reviewed omits to attend to such
dimensions of concerns to understand accounting’s social functioning. A universal and narrow
economistic perception is dominant. This important omission in the current literature is addressed
in the thesis through the adoption of an interpretive methodological orientation grounded in the

theory of organisations as negotiated orders (see Chapters Three and Five).

2.2.2 Category Two: External Reporting And Accountability.

A survey of the existing literature on public sector accounting and financial management in
developing countries shows that interest in the area of external reporting and financial
accountability has been gradually increasing over recent decades (cf. Perrin, 1981). An
extensive study conducted by the United Nations (U.N.) in 1955, noted that "in spite of the
importance of government accounting ...very little attention has been devoted to this subject in
most countries in recent years" (cited in Premchand, 1975, p. 26). The U.N. therefore pointed
to the need for researchers to explore issues concerning the role financial reports play in the
relationship between the citizens of developing countries and their governments. The U.N. had
aconviction that for developing countries to attain any significant socio-economic development,
reflected in the living conditions of citizens, some form of accountability relationship must be

maintained between the citizens and the government.

Following the call by the U.N., Himsworth (1968) sought to examine the financial administration
practices of developing countries. He argued that one of the "major weaknesses in nearly all less
developed countries lies in the accounting systems" (p. 37). Looking into the future of
governmental accounting in these countries, Himsworth predicted that the situation was likely
to continue because a "minimum degree of supervision is lacking, and often disciplinary action

cannot be taken against defrauding clerks because they hold their positions, as do the superiors,

32



at the pleasure of the minister in power" (p. 33). In such an environment, Himsworth argued,

accounts are either wanting in material defects when published or in the majority of cases not

published at all. Himsworth concluded that:

... it is my opinion that administration of finance is the main factor which determines the
general quality of government administration, for if the financial progress of the country
goes wrong or is unknown throughout the year, little else in the field of government
activity can be expected to go right (p. 34).

Similar sentiments are held by Enthoven (1969) when he writes that the dominance and
importance of the public sector and the ever-increasing range and complexities of public sector
activities in developing countries "require comprehensive governmental accountancy for social
accounting, economic policies, planning, management controls, and accountability” (p. 29). In
a subsequent paper, Enthoven (1973), continued to maintain the same stance on the state of
governmental financial reporting in developing economies by arguing that "developing countries
are often faced with deficient and disorganised economic and financial data, and may lack at all
levels of the economy both effective accounting systems and related administrative skills" (p.
28). Enthoven (1973) concludes with the suggestion that governmental financial reporting and
accountability in developing countries might be improved through standardisation of financial
reporting. Such a conclusion however, risks overlooking how standardisation of financial
reporting might downplay the relevant socio-economic, political, cultural and historical
differences in the environments within which public sector organisations operate (see Perera,
1989, for a detailed argument against global standardisation of accounting practices in the private

enterprise sector).

Moechtar (1975) explores the financial management and accounting systems of the Indonesian
central government and contends that there are some weaknesses and imperfections in the present
accounting and financial management practices. He further maintained that the weaknesses
require proper action. Moechtar compiled a list of what he perceived as the most important
weaknesses; including the use of single-entry for recording financial transactions and the lack
of a complete set of accounts in each operating department. Moechtar used the USA and USSR
as reference points for Indonesia. This can be considered problematic. Developed countries

might not provide the appropriate benchmark for evaluating governmental accounting in
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developing countries because their paths to and strategies for socio-economic development may
differ. Similarly, the argument, from a Eurocentric stance, that some imperfections are present
in Indonesian governmental financial management practices suggests that "perfect" financial
management practices could be found in the West. This is clearly a highly problematic view
given criticism of Western accounting in the literature. Researchers familiar with accounts of
recent developments in the financial management practices of the United States, for example,
will argue that their system is still far from perfection (see Enthoven, 1988). Perhaps there is a
need, in this respect, to be more critically self-reflective and explicit in mobilising the criteria to

evaluate the financial management and accounting systems of developing countries.

Lu (1988) offered an account of the development of governmental accounting and financial
management in China. He pointed out that a system of financial reporting for accountability
purposes had operated in China since the era of Confucius, the latter being reported to have said
that "where accounting is concerned, moderation is proper" (Lu, 1988, p. 88). Lu maintained that
government accounting in the People’s Republic of China (PRC) had witnessed a number of
significant changes since the introduction of recent reforms to the public sector of PRC.
Notwithstanding the changes, Lu still offered the opinion that the government sector financial
reports were far from satisfactory. A similar position was taken by Skousen et al. (1990) who
argued that auditing and financial reporting in the PRC were lagging behind what was required
in the context of a process of "economic reformulation”. Skousen et al. (1993) reported on the
current practices and procedures of financial accounting in state-owned enterprises in the PRC.
They concluded that while admirable efforts had been made by accountants in the PRC to
improve their accounting and financial management systems much still needed to be done. It
would be of interest to explore the opinions of accountants in the PRC on the problems and

future prospects for financial reporting in the dynamic context of the PRC.

Blondal (1988) sought to explore ways in which the flow of relevant management information
to policy-makers at the central level in developing countries could be enhanced and improved.
He identified three types of financial reporting in government linked to the purpose to be served
by the reporting - reporting for internal departmental control; reporting for accountability and
parliamentary control; and reporting for central financial and economic management. Focusing

his study in the area of central financial and economic management, Blondal argued that "in a
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large number of developing countries, financial reporting is inadequate for management purposes
because... [financial reports]... fail to provide policy-makers with relevant information on a
timely and regular basis" (p. 12). He put forward ways of improving the systems in developing
countries. Blondal’s perspective is however, problematically informed by the conventional theory

of development economics (subter).

Craner and Jones (1990) argued the case for accrual accounting in the public sector of developing
economies. They suggested that the failings of techniques such as Performance Budgeting and
Program Budgeting in developing countries (cf. Dean, 1986, supra) should not lead researchers
and policy-makers to erroneously generalise about accrual accounting. To further their argument,
Craner and Jones (1990, p, 112), maintained that "one characteristic of the technique [accrual
accounting] which distinguishes it from previous proposed reforms is; it is not obsolete in the
West and shows no signs of becoming so in the near future". The arguments raised by Craner
and Jones (as they acknowledged) were informed by the United Nation’s (1984) publication
Accrual Accounting in Developing Countries. In that report the UN Expert Group on Accounting
and Auditing observed that "overall, information on an accruals basis is much more meaningful
to policy makers than information organised on other bases" (cited in Craner and Jones, 1990,
p- 115). Although accrual accounting might be a viable option for government sectors of
developing countries, it is important that we do not overlook the dearth of ‘qualified’ accountants
necessary for the implementation and maintenance of this system (see Gujarathi and Dean,
1993). More generally, a study seeking to elicit the opinions of public sector accountants in
developing countries on the introduction of accrual accounting to these organisations may be

very insightful.

For Ghartey (1985) a lack in accountability has emerged as a major factor contributing to
political instability, underdevelopment and misery in the African continent. Citing the situations
in Ghana, Nigeria, Ethiopia, and others, Ghartey maintained that "deficiencies in the accounting
systems in Africa include inadequate, unreliable, untimely information systems, ineffective
systems of internal controls and internal checks, a dearth of qualified accountants and dedicated
management personnel, poor and inefficient management, and professional incompetence” (p.
154). Ghartey held that these deficiencies in the accounting and financial management systems

"provide inadequate safeguards against fraud, corruption, and other malpractices" (p. 154). He
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concluded that:

... the African continent and other parts of the developing world have been searching for
strategies for effective accountability and stewardship. The search has been painful and
more destructive than constructive, yet a solution must be found (p. 158).

For Ghartey, the solution to this African problem rested with the accountancy profession. This
thesis agrees with Ghartey that more research is required to address the accountability issue in
developing countries. There is a need to overcome, however, the difficulty of encouraging local
critique - given especially a lack of funding - and the tendency to draw from conventional

economic thinking (subter).

Interestingly, in a subsequent paper, Ghartey (1993) pointed that in the last decade of the
twentieth century, education was permeating almost every aspect of accountability and socio-
economic development. In his view, development and accountability plans could not be
effectively implemented without the appropriate social awareness through relevant education and
training, which would render the citizenry appreciative of their civic rights and responsibilities
(p. 170). He brought out how interaction between education, accountability and development

might be more useful to third world socio-economic development if better understood.

Dean (1988a) conducted a survey of government auditing standards in twenty-five countries
(including developed and developing countries). Of particular interest here is his empirically
based argument that "whether a country has reasonably complete government audit standards is
not simply a reflection of its economic well-being" (p. 234). The problematisation of a
relationship between a country’s level of socio-economic development and the completeness of
its government audit standards is an important evidence which suggests a need to critically
explore Dean’s own work elsewhere, for example his work on economic growth and

governmental financial management (subter).
In a study of the role of accounting in public sector decision making in developing countries,

Most (1991) put forward the view that the political systems of most of these countries have

rendered accountant/auditor independence virtually non-existent in these countries. This, Most
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(1991) argued, resulted in accounts which were manipulated in such a way that they did not

provide useful information for managerial decision making. Most (1991, p. 246) concluded that:

Looking at the turmoil which characterises the political situations in many developing
countries, and observing that some are run by dictatorships and others struggle to establish
democracy, one might be excused for concluding that an independent government
accountant or auditor would not have a long life expectancy there, or could at best
anticipate a brief career...., a stable government is a prerequisite for the audit function to
be effective.

The conclusions reached by Most suggest that an empirical exploration of auditor/accountant

independence in developing countries will be very insightful.

2.2.3 Category Three: Accounting and Financial Management for Specific

Development Projects.

Many have argued that one of the most important preoccupations of developing economies is how
to break out of the trap of socio-economic underdevelopment (see for example, Killick, 1978;
Toye, 1991; United Nations, 1988). To tackle this issue, governments of developing countries
have often undertaken development projects. Such projects have grown to represent huge
investments in terms of the financial and human resources that go into them and their management
typically forms a crucial aspect of wider national economic policy. This section covers works
which seek to describe, evaluate or prescribe financial management and accounting systems for

such projects. The literature in this area is somewhat scanty (see also Dean, 1989a).

It is interesting to reflect that a perusal of the existing literature indicates that concerns about the
effectiveness of the financial management and accounting systems of development projects are
almost always expressed not by governments of developing countries but by the donor countries
and international organisations. Such concerns result from a perceived need to ensure that
financial assistance to governments of developing countries is properly utilised and accounted for.
For example, the US General Accounting Office (GAO) stressed the need in a 1987 report for
improvement in accountability and control over US assistance to Liberia. The GAO determined
from a survey of government sector agencies in Liberia that financial management and accounting
Systems were either weak or non-existing. To help alleviate the problem, the United States

Agency for International Development (USAID) provided seventeen operational experts not only
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to offer advice on the overall management of government enterprises but also to work in key
financial positions in partnership with Liberian officials. The effectiveness of this arrangement
is difficult to comment on as Liberia became war-torn soon after the USAID’s proposed solution.
Interestingly, financial mismanagement was offered by the rebels as a major factor engendering

the civil war resulting in the assassination of President Samuel Doe.

In another study, the GAO (1984) tried to evaluate the effectiveness of the accounting systems
of World Bank financed development projects in selected developing countries. It was reported
that "few of the World Bank’s projects could meet audit requirements because of basic and
significant weaknesses in host country accounting systems" (p. 8). Similarly, the U.N. (1988),
pointed to the need for improved accounting systems which could provide information not only
for the evaluation of development projects but also for accountability to both the citizenry and

international funding agencies. The UN (1988) puts it as follows:

... development projects are crucial to economic and social progress in developing
countries. To achieve their objectives, projects have to be properly managed. For this, the
various parties in the management exercise need good financial information and effective
system of financial control. Neither is possible without a proper accounting system... (p.
84).

In its World Development Report, the World Bank (1988) echoed the above.

.. reforms in planning and budgeting will be slow and incremental...Along with a
continuing need for training to improve Civil Service skills, experience indicates some
directions for reform. The starting point is basic accounting. Governments must develop
ways to track spending in a timely and accurate way (, p. 130).

In his exploration of this relatively underdeveloped area of research, Dean (1989a) elaborated
upon the nature of development projects, focusing on accounting and financial management issues
implicit in such projects and concluding that "while there is extensive scope for improvement in
project accounting and financial management, the field remains neglected in many countries" (p.
145). Dean went on to suggest that more research is required in this area. It would appear that
often systems in operation serve only the international donor agencies without any accountability
to the *public’ (see Ghartey, 1985). There is a need for researchers to explore the accountability
relationships between project managers and citizens on the one hand, and international agencies
on the other. And there is a need to understand the reasons if any for the apparent exclusion of

the citizenry of developing countries from accountability.
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2.2.4 Category Four: Theory Development in Public Sector Accounting and
Financial Management.

Dean (1988b) outlined a three-stage linear model of the evolution of governmental financial
management and accounting systems. The model was predicated on the assumption that the
nature of a country’s financial management systems is a function of its level ofsocio-economic
development. Following this principal assumption, Dean argued that countries at a very low level
of socioeconomic development tended to have very rudimentary governmental systems which he
labelled the "regularity and control" stage. With advancement in socioeconomic development
the "financial management" stage is reached and then the "strategic choice" stage. Since the
principal assumption of the model is that there is a linear relationship between governmental
financial management systems and the level of socio-economic development, it follows as Dean
argued that the three stages are mutually exclusive. Dean (1988b) concluded that "any attempt
to transplant techniques from advanced stages of evolution to countries in the less-advanced

stages must be anachronistic" (p. 37).

Drawing on Dean’s (1988b) three-stage model of the evolution of governmental financial
management systems, Berry and Holzer (1993) elaborated a "culturally congruent” case study of
the development of the accounting function in Madagascar (p. 225). The authors elaborated how
Madagascar’s governmental accounting function had moved up Dean’s evolutionary scale,
particularly over the past decade. They, however, cautioned that "this does not, of course, mean

that Madagascar's experience could be successfully implemented elsewhere" (p.228).

2.3.0 Critical Analysis of the Literature: Summary Insights

The literature contains a number of diverse themes. Some pertain to issues in specific country
contexts although most relate to more global issues . Despite the wide-ranging character of issues
covered, a common thread binding much of the literature together is discernible. Much of the
literature, as is evident from the citations in the text above, stresses the deficiencies, weakness and
inadequacies of the public sector accounting and financial management systems of developing
countries. This common thread reflects an overly Eurocentric theoretical perspective of the

subject focus. Researchers have tended to seek to analyse and describe the public sector
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accounting and financial management systems of developing countries from a perspective shaped
in and through the experience of the developed world. In this respect it is of concern that the
descriptions and comparisons of writers in this area are scarcely empirically developed (cf.
Blondal, 1988; Craner and Jones, 1990). It is the view of this thesis that a more balanced approach
is required which would steer a path between the tendencies of excessive relativism and crude

ethnocentrism.

The above argumentation is enhanced by reflection upon how the literature has been much
influenced by conventional theorising from development economics. While the validity of such
theorising has been problematised within the latter discipline (see Todaro, 1985), there is a need
to question its influence upon the literature of public sector accounting and financial management
in developing countries. Dean (1986) is much influenced by a view common to a strand of
conventional theory in development economics - the view that countries navigate a linear path
through stages of economic growth, with each stage having its own particular characteristics (see
Belkaoui, 1994). Such theorising draws principally on the historical experiences of today’s
advanced countries (Belkaoui, 1994) and is problematic in suggesting that developing countries
will necessarily follow the same path and go through the same stages that led to western economic
development (Todaro, 1985). A widely cited theory of this type is Rostow’s stages model (see
Rostow, 1960) while a related and also often cited theory is the Harrod-Domar growth model
(Belkaoui, 1994, p. 5). A particular sense in which both models scarcely fit developing country
context is that the conditions existing in the latter differ significantly from those of pre-capitalist
West (Todaro, 1985). Dean’s (1988b) reliance on theories such as that of Rostow (1960) is

evident in the following citation:

... there is nothing new in attempting to classify developing countries by their stage of
evolution....It is central to certain approaches to the development process itself. Rostow
(1960) for example identifies five stages of economic growth: the traditional society, the
preconditions for take-off into self-sustained growth, the take-off, the drive to maturity
and the age of high mass-consumption....Examination of the history of governmental
financial management, which is a larger field than governmental budgeting, could
reasonably be expected to come up with a similar pattern of evolution (p. 158).

” Dean (1988b) acknowledges the strong influence of Schick (1966) who adopted
Rostow’s (1960) stages model as a framework in furthering his argument that US governmental
Jbudgeting evolved through three identifiable stages.
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Although Dean seemed to be aware of the danger of providing a standard evolutionary
characterisation of governmental financial management systems when he writes that "the number
of identifiable patterns of evolution is continuous and one stage merges into another” (p. 159) he
displaced this view in further arguing , "however, it is possible to identify three very broad stages
in the growth to maturity of a governmental financial management system" (p. 159). This is
consistent with an oversight because developing countries are not likely to be clustered in the first
stage as Dean maintains. Even those sympathetic to Dean’s model (see Berry and Holzer, 1993)
found some developing countries having financial management systems which could effectively
be located in the higher stages of the model (see Berry and Holzer, 1993, who draw on the stages

model but caution that researchers should not seek to generalise the conclusions of their study).

Other strands of the theorising of development economics, such as neo-classical structural change
models (e.g. Lewis, 1954, whose two-sector labour theoretical model is identified as a notable
example of such a change model by Belkaoui, 1994), which draw upon resource allocation theory
and statistical modelling, and the international dependency models, scarcely inform the literature
on public sector accounting and financial management in developing countries. Regarding the
dependency models, Belkaoui (1994) sub-classifies these into the neo-classical dependency model
and the false paradigm model. Both would appear to have the potential to contribute to an
overcoming of some of the deficiencies in the existing literature. The false paradigm model
contends that unintentionally inappropriate advice from experts from the developed world, whose
knowledge of developing country conditions is often inadequate, is one of the most significant
problems that need to be addressed in developing countries. Todaro (1985) argued that "these
experts resort to sophisticated models, some theoretical and some analytical, which are most of
the time inappropriate to resolve the practical problems of underdevelopment” (cited in Belkaoui,
1994, p. 7). While some studies in the literature have made similar claims at least in part (e.g.
Dean’s 1989, argument against the transfer of governmental accounting technology from the West
to Developing countries, see also Dean, 1986) most tend towards an overly Eurocentric stance
(e.g. Craner and Jones, 1990, surely fall short of adequately justifying their call for public sector
accruals accounting in terms of the particular contexts of developing countries). Of course, the
position of this thesis is a more balanced one than that represented by the false paradigm model

given the need to recognise commonalities as well as differences between developed and
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developing countries. The neoclassical dependency model "views the world as being dominated
by the rich countries (the core) at the expense of the poor (the periphery)" (Belkaoui, 1994, p. 6).
Central to this model is the view that the policies pursued by the rich, core, or developed countries
impact strongly upon the peripheral countries because of a dependency situation "and most of the
time are responsible for the continuing and worsening poverty of their developing nations" (ibid,
p.6). For Wallerstein (1979) the core-peripheral schema was not only central to the relationship
between developed and developing countries, but the core countries would always seek to
perpetuate this relationship because their continuous functioning depends upon it. Pursuit of such
themes in the literature on public sector accounting in developing countries is scanty. It is the
view of this thesis that interpretive and empirical theorising could enhance current insights. More
generally, the thesis suggests that different themes, methodologies and methods would enhance
research in the areareviewed. Research which, for example, addresses dimensions of accounting’s
functioning beyond the economistic and the universal, which is concerned more towards an
alternative, enabling accounting, and which provides more local, contextual and holistic
perspectives, should be encouraged. As indicated earlier, this represents one of the major

rationales for undertaking this study (subter).

24.0 The Location of the Thesis within the Public Sector Accounting

Literature

From the above, the review points to an improvement in the interest among researchers in this
field. There still remains, however, a lot that needs to be properly addressed. It is worth
highlighting some of this here. The major concern of the thesis about the current literature centres
around the theoretical perspective that has been taken regarding the nature of public sector
organisations. Almost the entire literature seems to unquestionably accept a view in managerial
theory that public sector organisations are rational, harmonious and cooperative entities. Yet there
are other ways of perceiving or understanding these organisations. Important perspectives
currently underutilised in this area include Marxian social conflict perspectives and the view that
public sector organisations are politically "negotiated orders" (Strauss, 1978). Research is
required to problematise some of the issues and concerns raised in the literature drawing upon

these social theoretical perspectives, among others.
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Another key point linked to the literature’s ethnocentrism is that the current literature appears to
take a number of issues for granted and research is required to uncover and address these issues.
For example, researchers in the area agree almost unanimously that developing countries have
"deficient” public sector financial management and accounting systems, but what constitutes a
deficient financial management system is quite debatable (subter). Major contributions could be

made to the literature through exploring this taken-for-granted question.

Rather than providing non-empirical descriptive accounts of public sector accounting and
financial management systems in developing countries or making comparisons between
developed and developing countries as a basis for drawing conclusions on the strength of
accounting systems in the latter (i.e. the dominant approach in the current literature), this thesis
seeks to provide two major contributions to the extant literature. Firstly, the thesis aims to explore
contextually, not only their nature and effectiveness but also how the accounting and financial
management systems of the Volta River Authority came to be what they are today. The overall
aim, in this regard, is to study "accounting in action" with particular reference to a third world
public sector organisational context (see Hopwood, 1979). This objective further allows the study
to draw conclusions on the deficiency or otherwise of the accounting and financial management
systems in the organisation. Secondly, the study also seeks to address important omissions in the
current literature through its methodological orientation by going beyond the celebrated
managerial theory view of public sector organisations as rational and harmonious entities. Thus
by combining the interpretive methodological approach with the negotiated order perspective, this
study provides an "alternative" dimension to the literature on public sector accounting in

developing countries.

2.5.0 Chapter Summary and Conclusions

This chapter has reviewed the literature on public sector accounting and financial management
in developing countries. The chapter points out that two previous efforts have been made to
review the literature on public sector accounting and financial management, but both omitted to
include developing country issues. Further, reviews of the accounting literature on developing
countries have not been specifically focused on public sector organisations. Yet the importance

and size of the public sector in developing countries makes this a gap that researchers need to
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explore.

In carrying out the review, a framework which classifies the literature into four groups was
proposed. Specifically the literature was grouped into: those works concerned with internal
reporting and financial decision making; those dealing with external reporting and accountability
issues; works/studies on accounting and financial management systems of development projects;
and those concerned with theory construction in public sector accounting and financial
management in developing countries. The review maintained that whilst the areas of both internal
and external reporting of public sector organisations as here classified, had been given some
substantial attention in the literature, there have been relatively few studies seeking to explicitly
and substantively construct theories about government sector accounting and financial
management in developing countries. Additionally, in the areas where a lot has been done,
empirical studies are still lacking - possibly because most researchers are often non-residents of
developing countries and face the linguistic and cultural problems which have become notorious
in social science research into developing countries. Most studies in the literature on public sector
accounting and financial management in developing countries have been significantly influenced
by theories from development economics some of which have been problematised in the latter
discipline. In particular, Dean’s (1988b)three-stage characterisation of change in governmental
financial management was argued to be heavily reliant upon Rostow’s (1960) stages model. It is
suggested that issues of Eurocentrism and wider question of methodology and theory need to be

taken more seriously if research in the area is to advance from this.

Despite the diverse issues covered by researchers included in the review, there seems to be a
shared commonality in terms of their conclusions. With some exceptions (including Dean,
1988a), writers in the literature are largely tending to claim that developing countries have
"deficient" public sector accounting and financial management systems. This gives rise to a
fundamental question that has been (either consciously or unconsciously) ignored or displaced by
researchers. This question, which researchers in the field need to carefully address, is "what is
adeficient governmental financial management and accounting system?" (see also Dean, 1988b).
This question, along with other issues discussed here, should properly engender more empirical
and interpretive work within the specific socio-political contexts of particular developing

countries.
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Having critically reviewed the related literature and indicated the location of this thesis in that

literature, the next chapter elaborates the methodology and methods employed in the study.
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Chapter Three

Methodology and Methods
3.1.0 Introduction

In the previous chapter a review of the literature on public sector accounting and financial
management in developing countries was provided. This chapter seeks to elaborate the position
of the thesis on methodology and methods. It outlines the epistemological and ontological
assumptions which undergird the thesis. The chapter explicates the "interpretive" methodological
perspective which is adopted not withstanding the alleged dominance of the “scientific”
approach to research in the extant public sector accounting and financial management literature
(see Aitken and Gaffikin, 1987; Chua, 1986; Guthrie and Parker, 1988, see also the conclusions
of the preceding chapter).

The chapter is organised into two main parts dealing with methodology and methods
respectively. Each part is in turn divided into four sections. Following this introduction is
section two which reviews the methodological perspectives in the accounting literature and
argues that methodological choices are inevitable in empirical investigations and should therefore
be made explicit (and conscious). The third section introduces the interpretive methodological
position as the perspective which is adopted in this thesis. The epistemological and ontological
assumptions of the interpretive methodology, as applied in this thesis, are elaborated. The fourth
section then provides the rationale for adopting an interpretive perspective. Section five
introduces the second part which deals with "methods" by raising some concerns about research
methods in the accounting literature. The section proposes a case study research design which
provides not only the overall structure and orientation of the investigation but also the framework
within which evidence is collected and analysed (Bryman, 1992, p. 28). A linkage between case
studies and the interpretive methodology is also provided. Section six outlines the strategy that
was used to gain access to the research site. The penultimate section discusses the specific
evidence collection procedures at the research site and the evidence analysis procedure while the

final section provides a summary and conclusions of the chapter.
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3.2.0 Towards a Choice of Methodological Perspective

Contemporary accounting researchers have available a variety of methodologies and methods for
investigating problems and issues in the discipline. In spite of this variety of methodologies,
recent writings in major refereed journals (such as, Accounting Organisations and Society,
Critical Perspectives on Accounting, Accounting, Auditing and Accountabilitj/ Journal, and
Advances in Public Interest Accounting), point to the need for accounting researchers to employ
methodologies which recognise and integrate the overall environment within which accounting
operates into the analysis (see Burchell et al, 1980; Burchell et al, 1985; Chua, 1986; Cooper,
1981; Hopwood, 1979; Hopwood and Miller, 1994; Laughlin, 1987, 1995; Scapens, 1984, 1990;
Tinker, 1980). This need, it is argued, is urgent to escape the dominance of the "scientific"
approach as the main apparatus for research in accounting. This section responds to such calls
by reviewing the methodological options available to the contemporary accounting researcher

to enable an informed choice of methodological perspective for the entire thesis.

Various classifications of methodological orientation exist in the accounting, sociology, and
organisation studies literatures (see Burrell and Morgan, 1979; Chua, 1984; 1986; Donaldson,
1995; Haralambos and Holborn, 1992; Hopper and Powell, 1985; Morgan and Smircich, 1980).
However, the classificatory scheme which provides a starting point for the discussion in this
section is Burrell and Morgan’s (1979) framework'. Burrell and Morgan (1979) provide a "two-
by-two matrix based on two bipolar continuums" (Laughlin, 1995). The first continuum
dichotomizes between "objectivist" and "subjectivist" as alternative approaches to understanding
empirical research while the second provides assumptions with respect to the nature of society
(i.e. "sociology of regulation" versus "sociology of radical change"). Combining these
dichotomies with assumptions about ontology, epistemology, human nature, and methodology,
Burrell and Morgan (1979) distinguish between four paradigms namely; functionalism,

interpretivism, radical structuralism, and radical humanism.

The framework offered by Burrell and Morgan (1979) has inspired a range of classifications

! Most of the other classificatory schemes are either critiques or expansions of Burrell
and Morgan’s work.
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which focus mainly on accounting. These schemes are summarised here>. Morgan and Smircich
(1980) took the subjective-objective dichotomy further and produced a sociological continuum
ranging from "positivist approach” to "phenomenological” perspective. These two perspectives
represent opposite ends of the continuum. While the former takes a view of reality as a concrete
structure which exists out there irrespective of how human agents conceive of it, the latter sees
reality as socially constructed and further holds that human agency cannot be objectified as
merely responding to the social world. In the "phenomenological” perspective, human agents are
seen as contributing to the creation and recreation of their realities. Morgan and Smircich (1980)
therefore argue that these different methodological traditions will require different methods,
indicating that qualitative methods will be most appropriate in the "phenomenological" approach

because of the need for subjective appreciation of the research domain (Northcott, 1996).

A critical comment on Burrell and Morgan (1979) offered by Hopper and Powell (1985)
questions the relevance of the overly simplistic dichotomous view of methodology for
accounting research. They maintain that an alternative, and possibly ’superior’, view of Burrell
and Morgan’s social science dimension should be one that sees the nature of social science as
continuous. Such a ’superior’ view will produce three sub-perspectives namely; "functional,
interpretive, and radical”. Similar arguments are raised by Chua (1986) who labels the three sub-
perspectives "dominant/scientific”, “interpretive”, and ‘“critical". Theorists in the

dominant/scientific perspective, Chua (1984, p. 8) argues:

see organisational and accounting phenomena as concrete, empirical relations which are
regular and causal in nature. There is a reality independent of the individual's cognition;
a world of social facts which may be measured and observed by a social scientist qua an
"objective" observer.

With an increase in the number of perspectives for understanding and researching accounting

phenomena over the last few decades (see Laughlin, 1995), methodological choices have

assumed major importance. Laughlin (1995) points out that there is a temptation for empirical

% The intention in this section is to provide the number of methodological options which
were available to the researcher and therefore the important choice that had to be made (see
Laughlin, 1995). The next section will argue the case for the interpretive methodology employed
in this thesis.
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researchers to avoid choosing a methodological and theoretical perspective before collecting
empirical data with the hope that these critical issues will "naturally sort themselves out" during
the course of the research. He sees however, the merits of making deliberate choices on
methodological and theoretical orientations before undertaking any study. Laughlin (1995, p. 65)

puts it incisively:

The reason quite simply is that all empirical research will be partial, despite any truth
claims to the contrary, and thus it would be better to be clear about the biases and
exclusions before launching into empirical detail.

Similarly, Hopper and Powell (1985, p. 455) observe that:

[since] the adoption of a particular approach is inextricably linked with certain values and
beliefs...it is the intellectual duty of all academic researchers to acknowledge and
substantiate such beliefs and to be aware of the implications they may have for their
research.

Laughlin (1995) cautions that not only are choices contestable but so are the criteria which drive
them. As Chua (1984, p. 2) quotes Poggi (1965) "a way of seeing is also a way of not seeing".
Notwithstanding such a strong view, some guidelines have been offered in the accounting
literature for methodological choice in empirical research. Llewellyn (1992) contends that the
concern for researchers lies in recognising which perspective is appropriate for any research
effort. Drawing on Burrell and Morgan’s "simplistic" framework, Laughlin (1995) also maintains
that researchers could make methodological choices by clustering Burrell and Morgan’s
assumptions with respect to ontology, epistemology, human nature, society, and methodology
into "three broad bands" which can be conveniently labelled "theory", "methodology", and

"change". The choices which need to be made in these "three broad bands" are provided in Table

3.1 on the next page.

Laughlin’s guidelines played a significant role in not only the choice of methodological
perspective but also the theoretical spectacles for this thesis. The next section demonstrates how
this criterion helps in bringing out the tenets of the interpretive methodological perspective as

employed in this study.
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Table 3.1: Choices for Empirical Investigations

Theory Methodology Change
1. Deciding about the nature | 1. Taking a position on an 1. Whether the investigation
of the world amalgam of the nature and is intentionally geared to
role of the observer in the achieve change in the
discovery process phenomena being
investigated.
2. Deciding on what 2. Deciding on the level of

constitutes knowledge either | theoretical formality in
past or present defining the discovery

methods

3. How the decision on (2)
above relates to the current

focus of the study
(Adapted from Laughlin, 1995)

3.3.0 Researching Accounting in its Organisational Context: An Interpretive
Perspective

The preceding section has argued that methodological choices are inevitable aspects of the
research process and should be made explicit to enable a clear understanding of the researcher’s
prejudices and assumptions (see Laughlin, 1995). This study employs what is broadly or loosely
referred to as the ‘interpretive’ perspective (see Chua, 1986; Hopper and Powell, 1985)®. The
perspective does not lend itself to a single definition because it is virtually impossible to reduce
it to a set of prescriptions, nor can it be conceived of as a systemic enterprise. It could perhaps,
at best , be conceived of as a collection of perspectives (including, symbolic interactionism,
phenomenology, and ethnomethodology) which, albeit some significant differences, have a lot

of philosophical beliefs in common. As noted above, this study employs Laughlin’s (1995)

* Llewellyn (1993, p. 233) observes that "there has been a lack of clarity and precision
to the term ‘interpretive’ as a methodology" and suggest that the "confusion” between 'method’
and ‘methodology’ is partly responsible for this lack of clarity. This section therefore attempts to
clarify the boundaries of the interpretive perspective as employed in this study.
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guideline for methodological choices (Table 3.1 above) to present the tenets of the interpretive

perspective of this thesis. The perspective is therefore clarified with regard to its position on

"theory", "methodology", and "change".

With regard to "theory", the interpretive perspective draws a distinction between the social world
and the natural world (Cuff and Payne, 1979). The perspective contends that social theory should
not be judged on the basis of its ability to provide an excellent account of the facts’ of the world
"but rather by virtue of its ability to show social agents how their beliefs and self-understandings
partially constitute those facts" (Leonard, 1990, p.4). The interpretive perspective as employed
in this study therefore sees the function of social theory as interpreting and rendering intelligible
rather than invoking causes. Instead of facts being discovered, the perspective adopted in this
thesis posits that our descriptions are governed as much by our interests and purposes as by what
is out there (see Trigg, 1985, p. 5). This thesis therefore views human knowledge not just as a
passive reflection of reality but as partly constituted by human interests (Chua, 1986). This view

is partly captured by Feyerabend (1981, p. xiii) when he writes:

we decide to regard those things as real which play an important role in the kind of life
we prefer.

The interpretive tradition also maintains that reality has no meaning apart from what is believed
real by some group. But each group has its concepts, conventions and constructs (Shutz refers
to these as "typifications") which have meaning only to the members of the group because they
are context-bound (Bloor, 1984). These conventions and constructs help the group members in
their conception of reality. As Bloor (1984) puts it; "we know reality with our conventions not

in spite of them". The methodological perspective of this thesis therefore regards knowledge as:

whatever men take to be knowledge. It consist of beliefs which men confidently hold to
live by. In particular, the sociologist [social scientist] will be concerned with beliefs
which are taken for granted or institutionalised or invested with authority by groups of
men (Bloor, 1976, p. 2).

The interpretive perspective maintains that all human action is meaningful but actions can only
be understood within the context of historical and social practices (subter). Interpretive

researchers therefore seek explanations of human actions and intentions and how social order is
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(re)produced.

In trying to relate the current research problem to the issues raised above, as Laughlin’s guideline
suggests, an interpretive perspective becomes more illuminating as it makes the research problem
quite explicit. It was observed in Chapter One that the current study seeks to understand the
"deficiency" or otherwise of accounting and financial management in a developing country
through a case study of the VRA. The study, however, takes a view which seeks to understand
the perceptions of the actors in the organisation since they have their own understandings of the
context which is best known to them. This is where the relationship between the current research

issue and the interpretive perspective become so linked.

With regard to "methodology"”, interpretivists take a view of the researcher as partly constructing
the reality which s/he purports to explain (see Hines, 1988). The investigator is not perceived as
a neutral external entity but as one who is partly constructing the reality of the phenomena being
investigated. Interpretive methodology rejects the use of natural science methodology for study
of social science since interpretivists emphasize a difference between the natural world and the
social world (supra, see Chua, 1986; Llewellyn, 1993). Unlike matter, interpretivists argue that
people have consciousness (see Lawrence, 1990). Thus the methodology of this study does not
seek causal relationships as they are deemed impossible "without some understanding of the
subjective states of individuals concerned" (Haralambos, et at, 1992, p. 708). This is the point
of departure or major difference between Weberian interpretivists (who regard the understanding
of meaning as necessary to making causal explanations possible, see Haralambos et al, 1992, p.

708) and phenomenologists.

With regard to "change", the interpretive perspective does not seek ‘to change society’. Again
this represents a significant difference between the perspective and all the various schools of

‘critical theory'. Burrell and Morgan (1979) make this distinction clear when they observe that:

The interpretive paradigm is informed by a concern to understand the world as it is, to
understand the fundamental nature of the social world at the level of subjective
experience. It seeks explanations within the realm of individual consciousness and
subjectivity, within the frame of reference of the participants as opposed to the observer
of action (emphasis added, p. 28).
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The interpretive perspective seeks to understand rather than change the status quo. Investigations
under the perspective aim at bringing to the knowledge of social actors how the status quo came
to be what it is and do not discount the possibility that through mutual understanding and
enlightenment, new possibilities for the future may be envisaged and new realities created. No
a priori position is taken with regard to change, while critical theorists seek to find and change
extant power structures (see Held, 1980). This study of accounting and financial management
systems at the Volta River Authority therefore does not seek any significant ‘changes’ in the
organisation’s current systems. It does not also challenge the status quo instead it makes
organisational members conscious of how the accounting and financial management systems are
designed as reflected in their own perceptions and provides some recommendations which aim

to enlighten organisational actors.

Chua (1986) provides a summary of the interpretive perspective which is reproduced in Table 3.2

below:

Table 3.2 Dominant Assumptions of the Interpretive Perspective

A. Beliefs About Knowledge

Scientific explanations of human intention sought. Their accuracy is assessed via the criteria of
logical consistency, subjective interpretation, and agreement with actors’ commonsense
interpretation.

Ethnographic work, case studies, and participant observation encouraged. Actors studied in their
everyday world.

B. Beliefs About Physical and Social Reality
Social reality is emergent, subjectively created, and objectified through human interaction.

All actions have meaning and intention that are retrospectively endowed and that are grounded
in social and historical practices.

Social order assumed. Conflict mediated through common schemes of social meanings.
C. Relationship Between Theory and Practice

Theory seeks only to explain action and to understand how social order is produced and
reproduced.

3.4.0 The Rationale for An Interpretive Perspective

It has been indicated in the preceding section that an interpretive position is taken in the pursuit

53




of the objectives of this study. This section provides justifications for taking an interpretive
stance. Perhaps the first and most obvious of the motivations for an interpretive methodology is
the need to provide an "alternative" perspective in response to the numerous calls for accounting
researchers to go beyond the dominant technical/rational mode of investigation (Burchell et al.,
1980; Chua, 1986; Hopwood, 1983; Laughlin, 1987; 1995; Tinker, 1980; Tomkins and Grove,
1983). Since the literature review in Chapter Two indicated that researchers on public sector
accounting and financial management in developing countries have taken the celebrated
managerial view of public sector organisations as rational and harmonious entities (a view which
is consistent with the dominant positivistic perspective), the methodological position of this study
provides an "alternative" dimension to the understanding of public sector accounting in

developing countries (supra). As Broadbent and Guthrie (1992, p. 6) observe:

the adoption of interpretive methodologies ....can be seen as a swing from the [dominant]
positivistic approach of authors such as Watts and Zimmerman (1978).

The significance of such a swing is reflected in Chua’s criticism of scientific (positivistic)
accounting research for producing theories which are "divorced from the lived experiences of the
empirical realm...grounded neither in the life-world of actors nor in the history of social and

economic institutions" (Chua, 1986, p. 684).

Another important motivation for adopting an interpretive methodological perspective is the
researcher’s philosophical conviction that "accounting should be known for what it does in
specific contexts rather than what it might be able to do in a generalised and abstract arena"
(Broadbent and Guthrie, 1992, p. 6; see also Hopwood, 1985). This is most likely to be achieved
through an interpretive methodological perspective because of its emphasis on the context of
accounting phenomena. This is implicit in the interpretive ontological assumption that reality
iscontext-bound. By contextualising accounting phenomena, the perspective enables accounting

researchers to:

see accounting as being one of the ways in which a problematic rather than self-evident
social reality... (is) constructed rather than merely being a means for its reflection and
representation (Hopwood, 1985, p. 372).
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To achieve this, the interpretive methodological perspective illuminates the interactive and
mutually constitutive relationship between reality and accounting by taking into the analysis the
taken-for -granted assumptions of ‘positive’accounting research and the commonsense reasoning
of everyday life (Hines, 1989, p. 52-53). Consistent with an interpretive methodological
perspective therefore, this study contends that the general claim about the "deficiency" of public
sector accounting and financial management systems need to be explored within particular
historical contexts of public sector organisations in developing countries. Through such analysis,
this study reconsiders what is taken for granted to be rational action (Neu, 1992, p. 229) and
contends that rational action’ occurs within 2 web of social, historical, political, economic, and
cultural relations. The study therefore challenges or even discards the notion of universal
rationality in favour of a context-specific understanding of rationality (supra). Such a view of
rationality makes it difficult for ethnocentric judgements to be made about accounting systems

operating outside the individual’s own preserved notion of rationality (see Hines, 1989).

Since the interpretive methodology recognises that subjectivity cannot be eliminated entirely in
our bid to understand social phenomena or human artifacts, it appreciates the ’political’ nature of
accounting systems (see Goddard and Powell, 1994; Tinker, 1980). By emphasizing the
subjective nature of accounting information, it provides a terrain for researchers to uncover the
relationship between accounting and its wider environment. This is consistent with Hopwood’s

(1985, p. 18) recommendation that:

Much more effort should be devoted to knowing accounting through its effects ...by
looking at accounting in action, such a way of appreciation will not blind us to the
broader organisational, social, and political consequences of the craft.

Similar sentiments are expressed by Broadbent and Guthrie (1992, p. 25) when they write that:

if accounting is to be more influential in our lives, it is essential that we understand its
effects, and hence the type of research which is needed must be geared to seeking these
understandings.

An interpretive methodological perspective enables a "broader” analysis of accounting in its
organisational, social, and political contexts. Through such broader analysis, the embeddedness

of accounting systems in individual, institutional, and societal webs of relations could be made
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explicit (see Neu, 1992, p. 225). As Neu further argues, these relationships influence, constrain
and in some cases define an organisation’s choice of accounting system and thus should be

considered when attempting to explain or understand accounting systems in action (Neu, 1992,

p. 225).

Social construction of reulity approach [interpretive methodology] provides us with a
richer understanding of these choices (Neu, 1992, p. 228).".

Another important motivation for the adoption of an interpretive perspective is the recognition
that conflict is not ﬁ'ecessarily dysfunctional. Since the interpretive perspective does not give
priority to particular iniman goals, the concept of dysfunctional does not aiise at all (Chua, 1986,
p. 618). The perspective therefore questions the traditional view of accounting information as
a means of achieving pre-given goals (Chua, 1986, p. 618). Similarly, an interpretive .
methodology rejects ihe conventioral notion of power as a negative force available only to the
privileged few in society (see Giddens, 1984). .Instead, interpretivists perceive power as an
inevitable force (in social interactions) which is possessed by all social actors, albeit in different

amounts.

3.5.0 Concern About Research Method.

Various views have been expressed on choice of methods for empirical accounting research (see
Morgan and Smircich, 1980; Scapens, 1990; Llewellyn, 1992). While some argue for a
dependency relationship between methodology and methods (see Llewellyn, 1992, p. 8) others
argue that research methods "are not positivist or phenomenological-it is how they are used and
how the data are interpreted that defines the epistemological assumptions upon which they are
based" (Cassell and Symon, 1994, p. 3). This study takes the latter position in presenting the
research methods employed for evidence collection at the empirical site. As indicated in the
introductory section, a case study research design is used in this study. A description of the case

study method is presented in the next sub-section.

3.5.1 Case Study Research Design.

Although the history of case studies in organisational theory dates back to the early 1950s (see
Blau, 1955; Gouldner, 1954; Roy, 1954; Selznick, 1949; Bryman, 1992), the recognition of the
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potential of case study research in the accounting literature is fairly recent (see Kaplan, 1986;
Lukka and Kasanen, 1995; Scapens, 1990; Spicer, 1992). Over the last decade and half, case
studies have become increasingly popular among accounting researchers (see Chew, 1993,
Laughlin, 1984; Lawrence, 1990; Ryan et al, 1992). Notwithstanding this increase in popularity,
what constitutes case studies still remains problematic in the accounting literature (Scapens,
1990; Spicer, 1992; see also Bryman, 1992; Yin, 1994). Various attempts have therefore been
made to distinguish case studies from other research designs such as "action research” (Bryman,
;992), "qualitative resear_c,h" (Bryman, 1992; Yin, 1994), "fieldwork" (Scapens, 1990), and "field-
ba:sc4_:r¢search" (Spicer, 1992)*. Despite the divergence in views about what constitutes case
stpdies in accounting research, there are also some points of agreements among accounting
researchers. Perhaps, Hartleys (1994, p. 208) deﬁnition of case studies as "a detailed
investigation often with data collected over a period of time, of one or more organisations, or
groups within organisations, with a view to providing an analysis of the context and process
involved in the phenomenon under study" captures the views expressed by most accounting
researchers who have an interest in case study research. While this study recognises the need for
a general understanding or definition of case studies, it maintains that of paramount importance
is the need to indicate not only the focus of a particular case study but also the link between case

study and the methodological position of the study.

Case studies provide research methods which can be used in a variety of ways by accounting
researchers (Ryan et al, 1992). This study employs what Ryan et al (1992), label "explanatory
case study". "Such case studies attempt to explain the reasons for observed accounting practices"
(Ryan et al, 1992, p. 115). Explanatory case studies focus on a specific case and employ social
theory to guide an understanding and explanation of the specific rather than producing
generalisations. Explanatory case study is a complex interactive process which requires the
researcher to review the variety of available theories which may be relevant to the case.
Reviewing prior theories is a necessary foundation in explanatory case studies because it "will
determine the way in which the researcher looks at the case" (Ryan et al, 1992, p. 122).

Although this study reviewed the available theories on public sector accounting and financial

* For instance, Spicer (1992, p. 10) writes that "due to the relative newness of case
research in management accounting there is still some confusion about what it encompasses".
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management in developing countries before embarking on the empirical aspects of the study, it
avoided an explicit commitment to any theoretical lens until after the evidence was collected.
The avoidance of a prior theoretical commitment was to allow theories and issues to emerge
during the evidence collection rather than imposing them on the case. The objective was to ensure
that the ‘explanatory case study’ does not loose its potential of providing "deeper and richer

understanding of accounting within its social context" (Ryan et al, 1992, p. 128).

3.5.2 Linking Case Studies and Interpretive Methodology

Accounting researchers who call for a view of accounting which goes beyond the
"technical/rational perspective" also maintain that the current research methods for investigating
accounting issues are unsatisfactory (see Burchell et al, 1980; Chua, 1986; Hopwood, 1983;
Kaplan, 1986; Morgan and Smircich, 1980). For instance, Morgan and Smircich (1980), observe
that the quantitative methods used in the social sciences which draw principally on the methods
of the natural sciences, are appropriate for capturing a world view of the social world asa
concrete structure. By analysing and manipulating data through such powerful mathematical

techniques as multivariate statistics, Morgan and Smircich (1980, p. 498) argue:

The social scientists are in effect attempting to freeze the social world into a structured
immobility and to reduce the role of human beings to elements subject to the influence
of a more or less deterministic set of forces. They presume that the social world lends
itself to an objective measurement, and that the social scientist can reveal the nature of
that world by examining lawful relations between elements that, for the sake of accurate
definition and measurement, have to be abstracted from their context.

By assuming that human beings cannot be objectified as merely responding to their social world
but actively contributing to its creation and recreation, interpretive researchers argue that
"different ...methods are required for studying these phenomena, and more often than not they
focus on qualitative rather than quantitative features of the subject of study" (Morgan and

Smircich, 1980, p. 498).

Interpretive methodology advocates an approach to examining the empirical social world which
requires the researcher to interpret the real world’ from the perspective of the subjects of his or
her investigation (Filstead, 1970). The direct observation of the empirical social world, however,

requires an in-depth study which is made possible through case studies. Blumer (1969, p. 60)
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argues that social science (including accounting) researchers need to "respect the nature of the
empirical world and organise a methodological stance to reflect that respect”. By combining case
studies method with an interpretive methodological perspective, this study of public sector
accounting and financial management in a developing country organisational context is able to
interpret the self-understandings of the organisational actors and thus "respects the nature of the
empirical world". Additionally, interpretive methodology emphasizes a "holistic approach"
which seeks to locate social systems in their practical context (see Ryan et al, 1992). Such an
approach helps interpretive researchers to explain observed social systems and the practices of
the human actors. To achieve this view, "interpretive researchers frequently employ case study

methods" (Llewellyn, 1993, p. 233; see also Chua, 1986).

3.5.3 Gaining Access to the Research Site

In Chapter One it was stated that the Volta River Authority (VRA) is selected for empirical
investigation in this thesis. Most case study advocates are quick to acknowledge that gaining
access to an organisation for the purpose of conducting a case study can be frustrating and
clouded with so many uncertainties (see Bryman, 1992; Chew, 1993; Hartley, 1994; Lawrence,
1990; Scapens, 1992; Stake, 1994; Strauss and Corbin, 1990; Yin, 1989; 1994). Being aware of
this, the researcher was very concerned about gaining access to VRA for his research. This is
because most researchers suggest that gaining access to the organisation is one of the issues
which need to be resolved before the study even begins (see for example Lawrence, 1990; Yin,
1994). But in this project, the researcher could not ‘do it the conventional way’because he arrived
at New Zealand with the intention of writing a masterate thesis on 'New Zealand accounting’.
However, following a successful completion of the masters degree, there was an opportunity to
study for a doctorate which the researcher became very interested in. There is an old adage in the
researcher’s local language that "bing sung kam mini di yeli mugsira shei nire bang gbaabu".
Translated as "most opportunities come with constraints and it is only through flexibility that one
can seize such opportunities". The opportunity for the doctorate at Waikato was no exception
because it came with a condition from the sponsors that "the project should be of developmental

relevance to the applicant’s home country". This meant that the researcher could only research
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into an issue that is deemed relevant to the development of Ghana®. He therefore decided to
research into his long standing interest in Ghanaian public sector accounting using the VRA as

a case study without prior contact for access to the organisation.

The potential difficulties of gaining access to VRA were compounded by the fact that access was
sought in an election year. There was a strong possibility for the management of VRA to
interpret the project as having a political motive® in which case access would have been denied.
Notwithstanding that all the work that had been done (by the researcher) up to the time of
fieldwork showed a strong interest in the VR A, the researcher also identified other organisations
as a fall back position. However, it became clear (to the researcher) during the field trip that if
VRA had rejected his proposal, it would have been extremely difficult to gain access to any other
organisation that was aware of VRA’s decision. Indeed it would have been hard to prevent the
other organisations from becoming aware of VRA's decision given that one of them (Electricity
Corporation of Ghana) shared the same premises as VRA’s Head Office and the other (Ghana
Water and Sewerage Corporation) occupies a building adjacent to VRA’s Head Office. The
researcher hardly knew about the locations of these other organisations (ECG and GWSC) as he

had no strong interest in them before leaving Ghana to study in New Zealand.

Perhaps the single most important preparation that contributed enormously to the decision of
VRA to provide access to the researcher were the letters (signed by the researcher’s supervisors)
which were sent to the Principal Officers of VRA (including the Chief Executive), prominent
politicians (including the Deputy Minister for Foreign Affairs and former P.N.D.C. Secretary for
Works and Housing), the Controller and Accountant-General, and influential Ghanaian
academics (including those who serve on VRA’s board meetings). It was not difficult to
recognise that this was a ’good strategy’ when the researcher arrived at Ghana for his evidence
collection. Follow-up visits were made on some of the letters and it became clear that VRA had

a positive response to the proposal (see Appendix 3.1). Most of the people we’ wrote to had

* Thus this adds to the justifications for the study of Ghana as discussed in Chapter One.

¢ This is because of the importance of VRA in the political history of Ghana (see the
history of VRA in Chapter Six).

7 "We" refers to the researcher and his supervisors.
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already contacted the Chief Executive of VRA on the subject and the proposal was accepted

before the researcher’s arrival to collect evidence.

The first visit to the VRA Head Office was an exciting experience. The researcher’s proposal was
accepted under the impression that he was a foreigner who was coming to Ghana for the first time
(perhaps because his name sounds Arabic). After meeting the Chief Executive, the researcher
was referred to the Financial Advisor (formerly the Director of Finance), who was given the role
of "research coordinator"® for this project. The Financial Advisor welcomed the researcher and
his first question was "are you a Ghanaian?". The researcher replied emphatically "yes", thinking
that was going to open further opportunities. "Then you know your way in the system", says the
Financial Advisor. This statement later became known to the researcher when he was told,
informally, that VRA had withdrawn most of the preparations (including hotel accommodation)
they originally made for him when they had the impression that he was a foreigner. One thing
that they did not change, however, was their openness throughout the entire research process.
The enthusiasm with which VRA received the researcher was later explained (by the "deputy
research coordinator" for this project) as stemming from their experience with researcher’s
(mainly electrical engineering scholars) coming from overseas. At last, the researcher’s concern
of gaining access to VRA became an exciting experience. A description of this experience is
taken up later in the thesis when the evidence is presented. For now the focus of the thesis is
turned to how the researcher went about his evidence collection after gaining access to VRA.

This is presented in what follows.

3.6.0 Evidence Collection Procedures

The evidence collection procedures involved four research methods namely; interviews,
documentary evidence, observation, and survey. These methods are presented here highlighting
not only how they were employed at the research site but also how their conventional limitations

were overcome.

® This was an informal role, which was often delegated to the "deputy research
coordinator" for this project, a Supervisor in the Finance Department.
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3.6.1 Interviews

In recent times, interviews have become the most widely used qualitative method in
organisational research (King, 1994). Today interviews are used in a variety of ways by social
researchers®. This study employs one of the varieties which has been labelled by Kvale (1983)
as "qualitative research interview". Qualitative research interviews, accordingto Kvale, are those
interviews which seek "to gather descriptions of the lifeworld of the interviewee with respect to
interpretation of the meaning of the described phenomenon" (Kvale, 1983, p. 174). Kvale (ibid)
further observes that "neither in the interview phase nor in the later analysis is the purpose
primarily to obtain quantifiable responses" (p. 175). The goal of qualitative interview is to see
the research topic from the perspective of the interviewee, and to understand how he or she comes
to have this particular perspective (King, 1994, p. 15). The characteristics of qualitative

interview are summarised by King in the following quote:

alow degree of structure imposed by the interviewer; a preponderance of open questions;
a focus on specific situations and action sequences in the world of the interviewee rather
than abstractions and general opinions.

It could be argued from the above summary that qualitative research interviews are very much
like what is "traditionally" known as "unstructured or open-ended interviews" in their conceptual
basis (Mann, 1985). Thus in collecting evidence for this thesis, different questions were prepared
for the various Departments to capture the specific situations of respondents (as discussed later).
The questions only served as a flexible guide for steering the interview process. In most cases,

respondents provided relevant discussions which went well beyond the questions.

In recent times some postmodernist ethnographers (who fall within the broader "qualitative
research" label), notably Marcus and Fischer (1986), Crapanzano (1980), and Gluck and Patai
(1991) have concerned themselves with some of the assumptions and moral problems in
interviewing and with the controlling role of the interviewer. These concerns, according to
Fontana and Frey (1994), have led to new directions in qualitative interviewing, focusing on;

importance of the researcher’s gender in interviewing, the interviewer-respondent relationship,

® It is not the intention here to provide a detailed discussion of the varieties apart from
indicating that ‘qualitative research interviews’ are conducted in this study.
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and the issue of race. The concerns of the postmodernist ethnographers, as outlined above,
helped the researcher to structure his interviews and make observations regarding the

interviewee’s gender, and how the interviewer-respondent relationship serve as a constraining or

enabling element during the interviews.

A major drawback of qualitative interviewing is the large amount of time required of both the
interviewer and the interviewee. King (1994, p. 34) suggests that a suitable way around such a
problem is for the researcher to send a letter with basic details of the study’s aims and what is
required of the interviewee, with a follow-up phone-call in which the researcher can explain his
or her aims in more depth and answer any queries. This should be followed up with the ’actual’
interview. King (ibid) argues that once people have made such a commitment it is hard for them
to withdraw from the project at a later period. These recommendations guided the interviewing
process in this study as discussed below. Respondents were first served with a summary of the
research objectives (for some respondents up to two weeks before the actual interview), and later
followed by a phone-call to confirm the interview date and time. It should be noted however, that
the presence of a "research coordinator”", who ensured the cooperation of organisational
participants, did not permit a complete adherence to the recommendations suggested by King,
because some of the interviews and follow-up phone-calls were made by the research coordinator

on behalf of the researcher.

The interviews which were conducted in this study can be categorised into exploratory, in-depth,
and ‘follow-up’ interviews. Permission was sought and duly granted for all three categories to
be recorded on tape and later transcribed. In addition, the researcher took notes of 'major' points
as a precautionary measure and for further probing. Permission was also granted for the
researcher to use direct quotes (i.e. the words of interviewees as evidence of their perspectives).
To retain confidentiality, which interviewees insisted upon, all interviews are code numbered and
these numbers are unknown to organisational participants. In all the interviews the researcher
started by seeking to know the background information on the interviewee (i.e. his or her
qualifications, and work experience). The objective was to gain an understanding of the calibre

of employees VRA currently engages'. This was necessary because of the claim that developing

' A detailed list of the interviewees is reproduced in Appendix 3.2.
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countries lack qualified personnel especially in the public sector (see Gujarathi and Dean, 1993).

With the exploratory interviews, the researcher sought to understand, in a much broader fashion,
not only how the interviewee goes about his or her operational activities but also how the
accounting and financial management systems impact on his or her daily routine as an employee
of VRA. The objective was to uncover the taken-for-granted daily experiences of interviewees.
In pursuit of this, the interviewees were served with copies of the research objectives together
with eight ‘general’ (unstructured but focused) questions on VRA and its accounting and financial
management systems (this is reproduced in Appendix 3.3). Although the questions were general,
they also related to the particular functions of the Department. For instance when the researcher
found that VRA had recently formed a Department'' responsible for the environmental effects
of its operations, the researcher asked the Director of Real Estate and Environment general
questions around that subject. Most interviews in the category included Directors and Managers
of Departments other than Finance. The interviews in this category lasted between thirty minutes

and one hour depending upon the issues raised by the respondent.

Most in-depth interviews were conducted with the Director of Finance and his staff (including
the area offices at Akuse, Akosombo, and Tamale) since this formed the core of the research. As
apreparation for the interviews, interviewees were given two sets of questions: those which were
general pertaining to the finance and accounting function at VRA and those which relate to the
particular operational functions carried out by the interviewee (samples are found in Appendix
3.3). The in-depth interviews had two objectives: to obtain a descriptive account of the
accounting and financial management systems, and to evaluate those systems in terms of the
"deficiency" or otherwise of the technical rationality of the system. The latter objective required
probing questions on issues which were both controversial (e.g. the VALCO renegotiations) and
susceptible to differing interpretations. One of the in-depth interviews looked more informal as
it was conducted during lunch with the interviewee because he was really a busy person’. All
interviews conducted at the Electricity Corporation of Ghana, one of VRA’s major customers,

were in-depth interviews because of the small number of interviewees involved. Interviews in

"' By renaming the "Real Estate Department" as "Real Estate and Environment
Department".
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this category lasted between one hour and two hours depending upon the ‘mood’ of the

interviewee.

During the field work, the researcher played back some of the tapes at night to reflect over the
day’s work. This invariably resulted in the need to seek clarification on certain issues which were
either unclear to the researcher or required a substantive support. Follow-up interviews therefore
became necessary. During the follow-up interviews most interviewees produced documents
including memos to buttress their views. With the exception of two of the follow-up interviews
which were conducted on phone and one by facsimile, all the interviews in this category were a
face to face situation. The duration of follow up interviews also ranged from thirty minutes to
one hour. Some of the follow up interviews were conducted later when the researcher started
analysing his empirical evidence in New Zealand. These ‘interviews’ were carried out either by
facsimile or on phone (the former being the major mode of contact). In addition, during the in-
depth and exploratory interviews, the researcher noted down certain names which were
mentioned (by interviewees) in connection with relevant issues to the study. With the permission

of the interviewee, the researcher arranged follow-up interviews with these people.

3.6.2 Documentary Evidence

In this study documents refer to any written materials that may be used as a source of information
about the behaviour of the interested parties in the existence of VRA. Two approaches to
document analysis have been suggested in the literature: the historian’s approach and the
sociological approach (Phillips, 1966). While the historian’s approach to the use of documents
involve an exercise that seeks to establish credibility, and is concerned with such questions as
"was the primary witness willing to tell the truth?" (Phillips, 1966, p. 125), the sociological
approach turns to be more concerned with "analysing statements in order to use them to develop
and test propositions that will explain and predict” organisational and human behaviour (Phillips,
1966, p. 126). The categorisation proposed by Phillips is found problematic for the purpose of
this study on grounds that he tends to ignore postmodernist appreciation of history (see Gallhofer
and Haslam, 1991; Haslam, 1991) and also portrays sociology as a single paradigm discipline.
His categorisation therefore does not include the approach of this study which understands

documents as context-bound evidence which should be interpreted within a particular context and
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might not make the same ‘meaning’ outside its original context. The position of this study on the
use of documents is consistent with the interpretive theorists who argue that any social or
empirical investigation should consider hermeneutics either as a useful starting point (Giddens,

1984) or integrated into the analysis (Llewellyn, 1993).

The documents which were analysed in this study include official records (Corporate Annual
Reports, Contracts Documents, Annual Budgets, Memos, Reports on important company
meetings, etc.), statistics from the government statistical department, reports and returns from the
chartered accountancy firms/auditors, newspapers, periodicals, and popular journals. Since the
World Bank and VRA’s external auditors could not grant interviews because of the need to
protect client confidentiality'?, their views were mainly gathered from documents which were
provided to the researcher. The special problems of documents for social research were borne
in mind and properly addressed where encountered. These problems, according to Stacey (1969,
p. 46) are captured in the following two questions: "Are they genuine?" and "Of whom are they
representative?". The researcher tried to establish the "genuineness" of the documentary evidence
by making comparisons with the evidence provided during interviews and subsequent non-
participant observation before subjecting it to interpretations during the analysis phase of the
research (see section 3.6.6). Discussions of some of the documents with organisational

participants also clarified the 'representativeness’ of the evidence produced in documentation.

Similarly, Forster (1994) writes that critics of document analysis often question the rigour of such
analysis. He suggests that since some documents are invariably political and subjective,
researchers should not take the "documents at face-value, rather information from documents
should be regarded as context-specific and as data which must be contextualised with other forms
of research methods" (p. 149). Such documents need to be carefully checked, interpreted and
triangulated with other data sources, Forster maintains. This recommendation is consistent with
the approach of this study to the use of documents (as noted above) and was therefore adhered
to throughout the entire study. For instance, the interpretation of the World Banks’ reports which
provides evidence of the strength of VRA’s accounting and financial management systems paid

due regards to the particular rationale for producing the report. That is, whether the report was

'2 Even though VRA had granted permission to these institutions.
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produced to justify an investment to be made in the VRA, or to support a loan that had already
been granted. In addition, the researcher probed to understand whether organisational actors
participated in any form towards producing those reports. These investigations were necessary

to establish the independence’ of the views expressed in the report. Other documents were

subjected to similar scrutinies.

3.6.3 Non-Participant Observation

Morris (1973, p. 906) offers a narrow’ explanation of observation which defines it as "the act of
noting a phenomenon, often with instruments, and recording it for scientific purposes”. In this
study, observation is seen in a much broader’ perspective by not limiting it to only visual
evidence collection, but also all the human senses from smell to hearing, taste, and touch. This
view is informed by Adler and Adler’s (1994, p. 378) description of observation as consisting of
"gathering impressions of the surrounding world through all relevant human faculties". The
methods of observation used in the social sciences fall into two main groups: Participant and
Non-participant observation (Stacey, 1969). The latter is employed in this study. While in the
former the researcher joins the group that is being studied as a member and attempts to be at one
part of observed as well the observer, in the latter case the observer is not part of the observed.
In non-participant observation the researcher can either be hidden or known to the organisational
actors. While each of the roles have their advantages, the researcher in this study made his role
known to the organisational members of VRA. This was to ensure that members of the
organisation do not feel suspicious about the researcher as it was thought that organisational
members would remain ’natural’ only if they were assured that their actions were not going to get
them into trouble after the researcher had left. The researcher adopted this strategy because of
the politically turbulent nature of the environment of public sector organisations in Ghana
especially given that public sector organisations are currently undergoing structural reforms (see

Chapter Eight).

Observation is a technique which is used not only by researchers but also by societal members
in their everyday world. What differentiates the observations in this study from those of
everyday-life actors is its systematic and purposive nature (see Adler and Adler, 1994). Despite

the purposiveness of the observation in this study, a major strength of the technique lies in the
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fact that the researcher did not work with any predetermined categories which could act as
constraints on the phenomenon observed. However, the researcher constructed theories’ that
generated categories and posited the linkages among them (see Adler and Adler, 1994, p. 382).
This allowed the researcher the freedom to alter the problems and questions being pursued as he

gained a deeper knowledge of the organisation and its members.

The observation of VRA’s accounting and financial management systems in action was carried
out bearing in mind that those systems do not operate in isolation but as an integral part of the
governance of VRA. Observation at VRA was conducted over a period of two and a half months
which made the researcher to experience ‘first-hand’ how the accounting and financial
management systems at VRA operate in practice. The observation quite often re-enforced the
responses during interviews. The researcher noted that some organisational members could be
changing their attitudes (i.e. the way things are done) to meet the official requirements during the
research period. Probing questions were sometimes asked during observation to ensure that

misunderstandings were minimised.

The motivation for carrying out observation at VRA is that when combined with other research
techniques such as interviews and document analysis observation produces great rigour (Morris,
1973). Therefore the researcher thought it would be more rewarding to include observation to

further enrich the evidence gathered for this study.

3.6.4 Survey

An important interest group which the researcher sought views from will loosely be referred to
in this study as the Ghanaian public. Since this study argues that development should be
understood in broader terms to include people-centredness (see Chapter Eight), it was found
relevant to seek the views of the members of this group given the role of VRA in Ghana’s
socioeconomic development. In carrying out this survey, the researcher randomly’ selected
members of the Ghanaian public to be included in the study. The survey involved one hundred
respondents each in three regions in the country (i.e. Greater Accra and Ashanti in the South, and
Tamale in the North). The selection of these three regions was based on the size, political

influence, and geographical location. Ashanti is the largest in terms of population and the Capital
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City of Ghana is located in Greater Accra region, while Tamale is the largest city in the North.

The objective of the survey was to gain the perception of the Ghanaian public about the role of
VRA in the development of Ghana as reflected in their perception of the nature of power supply
and prices for residential purposes. It also sought the views of the Ghanaian public on the
contract between VALCO and the VRA represented by the Government of Ghana. The
researcher drafted fifteen questions (see Appendix 3.4) which were administered by research
assistants in three regional and six district capitals. The research assistants were undergraduate
students at the School of Administration, University of Ghana. Since most of the respondents
were illiterate, the research assistants had to explain the questions and write down responses from
the respondents. The thrust of the questions centred around the perception of power cost to the
public and what changes they expect from the government. Another issue that was of importance
was the views on a possible privatization of VRA. The survey results were analysed using a
spreadsheet package to determine the dominant views among respondents and then presented in

the ’story’.

3.6.5 Triangulation of Methods and the issue of Reliability and Validity

Many of the debates about the merits of particular research methods focus on questions of
reliability and validity (Haralambos and Holborn, 1992). Researchers in the "dominant scientific
approach" have often questioned the reliability of qualitative research methods (see Donaldson,
1995). Reliability under the scientific approach is seen as "the extent to which evidence is
independent of the person using it" and validity is "the extent to which the data are in some sense
true" (Ryan et al, 1992, p. 123). The explanation offered to substantiate reliability and validity
in the scientific approach are problematic for the qualitative case study researcher. In the
approach of this thesis to case studies the researcher is not perceived as an external entity to the
case but as an essential element actively involved in the interpretation and explanation of the
case. Ryan et al (1992, p. 123) support this view when they maintain that qualitative case study
researchers should "assess the contextual validity of their evidence" rather than borrow a criteria
from the "scientific approach” which contradicts the epistemological and ontological
underpinnings of a qualitative case study. In this thesis validity is assessed at two levels:

assessing the evidence with other kinds of evidence and assessing the source of the evidence with
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other sources; assessing the validity of the researcher’s own interpretations of the evidence
through follow-up discussions with respondents (subter, see also Ryan et al, 1992, p. 123). The

issues of validity and reliability were therefore handled by triangulating methods which made it

possible to compare evidence collected from the different sources.

3.7.0 Evidence Analysis and the Depth of Investigation Required

Strictly speaking, there is no "right way" of analysing evidence in interpretive research (Chua,
1986; Lawrence, 1990; Llewellyn, 1993). Several evidence analysis procedures have been used
by interpretive researchers in the accounting literature not only because of the existence of a
diversity of accounting research issues, but also the need for an appreciation of the differing
contexts within which empirical accounting research is carried out (see for example, Chew,
1993; Lawrence, 1990). In seeking to "make sense" of empirical evidence gathered at the VRA,
this thesis draws upon and refines the procedures suggested by Yin (1989). Yin (1989) identifies
three dominant procedures in case study evidence analysis. The first involves a search for
"patterns” or dominant themes in the evidence gathered and making comparisons with "patterns”
established in the literature or theory (in this study, the simplistic view about the "deficiency" of
public sector accounting and financial management systems in developing countries). Such a
comparison will indicate the deviations from expectations derived from (or informed by) the
extant literature. Ryan et al (1992, p. 124) support this procedure by observing that "as the case
proceeds various themes and patterns should emerge" and this could form the beginning of the
researcher’s analysis. The second evidence analysis procedure which Yin labels "explanations
building", requires the researcher to "look for causal links and/or explore plausible or rival
explanations" (see Creswell, 1994, p. 76). An attempt is then made to build an explanation about
the case. The third approach described as "time series analysis" traces changes in pattern over
time. This thesis refined the first two procedures (i.e. "searching for patterns" and "explanation

building") to make sense of evidence as discussed below.

To reach an informed conclusion on the deficiency claim in the context of the VRA, involved
three ‘levels’ of analysis. At the first level, the study focuses on the thick descriptions of the
technical procedures for accounting and financial management at the VRA as the basis for

determining the effectiveness of the Authority’s systems. The perspectives of external
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constituencies such as the World Bank and the Authority’s multinational external auditors are also
drawn upon at this level. The concern is not to find out the mere existence of particular control
procedures but to gather detailed descriptions of how these procedures actually function in the
financial resource management process. For instance, the existence of a budgetary control system
provided a necessary but not sufficient condition for drawing conclusions on the strength of the
Authority’s systems. The central concern is how does the budgetary control system function?
Thus although the focus of the analysis at this level is on the effectiveness of the Authority’s
systems from a technical perspective, the investigation was more rigorous than a simple survey
of the systems (a technique which is common in the extant literature). Establishing the deficiency
or otherwise in a technical sense was necessary not only because of the dominance of the
technical view of accounting, but also because much of the current literature which posits
deficiency of accounting systems in developing countries is technically orientated (supra). This
analysis is also a prelude for an interpretive analysis informed by social theory. The first level

of analysis is presented in Chapter Four.

At the second level of analysis, the thesis draws upon the theory of organisations as negotiated
orders to gain a richer and deeper understanding of how accounting and financial management
systems arise at the VRA. This level of analysis seeks to problematise the overly simplistic
technical view presented in the first level of analysis. Of particular importance in this regard are
the historical circumstances of the organisation and how these enable an understanding of the
current systems. A preliminary analysis of the empirical evidence was carried out to facilitate
the choice of a social theoretical lens to guide the interpretive construction of VRA’s accounting
and financial management systems at the second level of analysis. To aid this preliminary
analysis, the thesis drew upon the recommendations of Yin (1989) when he discusses the "search
for patterns” in case study research evidence". However, it differed significantly because the
procedure used in this study did not seek to make a simple comparison between the third world
public sector accounting and financial management literature and the evidence gathered at the
empirical site. Rather the identification of major themes provided a foundation for a broader

interpretive explanation that is grounded in social theory. The preliminary analysis pointed to

1% A detailed description of the procedures involved in "searching for patterns" is provided
in Yin (1989).
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"negotiation” as a central element in not only VRA’s accounting and financial management
systems construction process but also as characterising the entire existence of VRA (subter).
This suggested the fruitfulness of the "negotiated order perspective" espoused by Strauss and his
colleagues (1963; 1964, also Strauss 1978) and other theories of negotiation (supra, Gulliver,
1979; Young, 1975; Zartman, 195; 1978) as the lens for making sense of empirical evidence at
the second level of analysis. The theories of negotiations which serve as the theoretical lens for
interpreting empirical evidence are discussed in Chapter Five. The negotiated order perspective
is then mobilised to further interpret VRA’s accounting and financial management systems in

Chapter Seven.

The third and final level of analysis focuses on an evaluation of the effectiveness of the
Authority’s accounting and financial management systems within the context of socioeconomic
development of Ghana, the principal stated rationale for the establishment of the VRA. This
required the adoption of a particular conceptual understanding of development in view of the
divergent notions of the concept in the current literature. To ensure a rigorous investigation, at
this level, the thesis abandons the dominant economistic notion of development for the
Brundtland Commission’s notion of sustainable development. Thus at the third level of
investigation, the extent to which the Authority’s accounting and financial management systems
reflect the people-centred dimension and environmental or ecological aspects of sustainable
socioeconomic development is explored. An explication of the Commission’s notion of

sustainable development is provided as an introduction to Chapter Eight which presents the third

level of analysis. A summary of the evidence analysis procedure is captured in figure 3.1 below.
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Figure 3.1 Diagrammatic Representation of Empirical Evidence Analysis

Accounting as a technical
Calculative practice

"Pit Level of Analysis

Major Concern of Chapter

Broader Interpretive
Analysis (BIA)

Accounting Systems and
Socio-Historical
Circumstances

BIA

Accounting Systems and
VRA'’s Principal Rationale
|

Tor el o s’

Major Concern of Chapter 8

Negotiated Order perspective

"Second Level of Analysis"

Major Concern of Chapter

Broader Interpretive Analysis (BI

It is important to note that the circles overlap because the three perspectives, as presented in the
diagram, are not completely water-tight compartments. That is to say, the various levels are
designed to show the emphasis of the thesis at any point but these levels are strongly interrelated

because of the overall interpretive methodological orientation of the thesis.
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3.8.0 Chapter Summary and Conclusions

In this chapter the methodological and methodical position of the thesis are elaborated. A
discussion of the ontological and epistemological assumptions of the thesis is provided as an aid
for understanding the approach to the research. The interpretive methodological perspective is
adopted and its tenets are clarified. The chapter also discussed the ‘explanatory case study
research design’ and presents the specific procedures (including interviews, documents,
observation, and survey) which were employed to collect empirical evidence at the research site.
The chapter also provided the procedure for empirical evidence analysis and the depth of
investigation required to enable a conclusion on the deficiency claim in the context of the VRA.
A preliminary analysis of the evidence leads the researcher to identify the theories of negotiation
(in particular the "negotiated order perspective") as the theoretical lens for interpreting the
evidence at the second level of analysis. A discussion of the negotiated order perspective is taken

up in Chapter Five. The next chapter presents the first level of empirical evidence analysis.
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Chapter Four

Accounting and Financial Management Systems at the VRA: The

Technical Facade
4.1.0 Introduction

Chapter Three elaborated the methodological and methodical orientation of the thesis. This
chapter provides an empirical exploration of VRA’s accounting and financial management
systems from a perspective which represents accounting as a technical calculative practice. The
chapter presents evidence of how organisational actors perceive and describe the accounting and
financial management systems which guide not only interactions within the organisation but also
between the VR A and other organisations. These perceptions drawn from interviews and relevant
documentations, represent the "official view" which an outsider (such as a typical researcher)
would observe or be told'. The objective of Chapter Four is to elaborate how it is most
unreasonable in terms of the approach taken here to characterise the formal procedures for
accounting and financial management at the VRA as "deficient" as suggested by the current

literature on public sector accounting in developing countries (see Chapter Two).

The rest of Chapter Four is organised as follows. Following an explication of the "technical
facade" (an important concept used in the thesis), the chapter elaborates the statutory
requirements for accounting and financial management of the VRA, as provided in the Volta
River Development Act®. The chapter then introduces the structure of the Finance Department
which is responsible for designing and implementing accounting and financial management
systems at the VR A and further discusses the main reasons which were offered by organisational
actors for the merger of the Accounting Department and the Corporate Finance Department in
1991/92. Evidence of financial control procedures and the perceptions of their effectiveness by
organisational actors is provided using the structure of the Finance Department as the framework.

The descriptions and perceptions are then drawn upon to explore the claim that public sector

! As demonstrated in subsequent chapters, there is a need to go beyond these perceptions
to uncover the underlying explanations not only for the technical accounting procedures but also
the perceptions held by organisational actors.

2 The Volta River Development Act is the establishing document which is perceived by
the management of VRA to have a strong impact on how the Authority is managed.
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organisations in developing countries have "deficient" accounting and financial management
systems in the context of the VRA. Before concluding, the linkage between Chapter Four and

subsequent chapters is provided.

4.2.0 The Technical Fac¢ade: Informants' Understanding
All communication and all understanding are a matter of interpretive construction on the
part of the experiencing subject (Glasersfeld, 1984, p. 24).

The fieldworker’s understanding of the social world under investigation must always be
distinguished from the informant’s understanding of this same world... To argue that we
have become part of the worlds we studied, or that we understand them in precisely the
same way as those who live with them do, would be a grave error (Van Mannen and
Kolb, 1985, p. 27).

It was indicated in Chapter Three that part of the data collection methods in this study involved
interviews and observations. The rationale for employing these methods was an attempt by the
researcher to understand the practices of an organisation which he was only related to as a
researcher’. In such a capacity one is likely to see and be told so many organisational practices
and problems some of which might, at first sight, appear of little relevance to the current project.
Prior research suggests that most of what organisational actors relate to a researcher (as an
outsider) are the taken-for-granted practices, norms or procedures conceived in technical/rational
terms which form the basis of their daily routine (see Lawrence, 1990). Quite often, the
experiences of organisational actors are influenced significantly by the organisation’s formal

accounting control procedures (see Boland and Pondy, 1983). This is partly because:

what is accounted for can shape organisational participant’s views of what is important,
with the categories of dominant economic discourse and organisational functioning that
are implicit within the accounting framework helping to create a particular conception
of organizational reality (Burchell et al, 1980, p. 5).

This view is emphasized by Boland and Pondy (1983, p. 224) when they write that:

accounting is a unique element in the experience of organisational life... Accounting is
one of the major formal sets of symbols available to organisational actors for ordering and
interpreting their experience.

During the empirical evidence collection, the researcher realised that most of the experiences
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which organisational actors initially shared with him were descriptions of the "formal rationality
of economic action" with emphasis on "accounting which is technically possible and which is
actually applied" (Weber, 1969, Vol. 1, p. 85, cf Burchell et al, 1980, p. 20). Organisational
participants presented thick descriptions and their perceptions of the formal procedures including
the planning model, budgetary control procedures, pricing formulae, financial reporting policies,
internal and external audit procedures, cash management practices, extent of computerisation, and
issues of decentralisation of the accounting and financial management function®. These formal
control procedures are referred to as the "technical fagade" in this thesis (such a label is informed
by the existence of scores of studies which seek to question the technical-rational role accorded
to accounting, see Boland and Pondy, 1983; Burchell et al, 1980; Hofstede, 1985; Velayutham
and Perera, 1996). In this chapter, an attempt is made to present these descriptions and
perceptions of the participants as a basis for understanding the deficiency or otherwise of VRA's
accounting and financial management systems®. This represents the first level of empirical
analysis as discussed in Chapter Three. As indicated earlier, the chapter does not make any
significant attempt, at this stage, to critically evaluate or interpret these views. Such efforts are
deferred to Chapter Seven when we demonstrate how the technical facade (as described in this
chapter) is embedded in socio-political processes through an interpretive reflection. Thus this
chapter could be perceived as an attempt to document the informants' interpretive understanding

of the world studied (see Van Mannen and Kolb, 1985).

However, to gain a clear understanding of the interpretive construction of organisational actors,
probing questions were asked not only to ensure that reasonable justifications were offered for
any perceptions held by organisational actors (for the purposes of the researcher's interpretive

construction in Chapters Seven and Eight) but also to ensure that organisational actors provided

* Thus in this chapter the effectiveness (i.e. deficiency or otherwise) of the Authority’s
accounting and financial management systems are understood in terms of these wide-ranging
issues.

* 1t is important to note that the use of the descriptions of these procedures as a basis for
evaluating the deficiency claim is also informed by the suggestions of various accounting
researchers about how an effective accounting system should be constituted. For instance, in
evaluating the management accounting function at the VRA, the researcher draws upon the views
of Horngren et al (1994), regarding the nature and effectiveness of managerial accounting in
organisations.
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a detailed account of their experiences (see Glasersfeld, 1984). Such probing questions have
enabled the researcher to provide follow-up discussions’ on the various descriptive accounts of
the accounting and financial management systems which were provided by organisational actors.
These follow-up discussions are deemed important at this stage because of the contextual nature
of some of the descriptions. An additional rationale for such follow-up discussions was to ensure
that organisational actors agreed with the researcher’s interpretations of the issues which were
raised (supra). Such an agreement was necessary because of the susceptibility of the issues to
multiple interpretations including those interpretations (by the researcher) which organisational
actors might not have intended. In sum, the technical fagade is synonymous with the official,
formal, or technical/rational view which organisational actors provided to the researcher quo
researcher seeking to understand their life experiences at the Authority. Thus the technical fagade
refers to the procedures which are designed to "rationalise the intended or expected role of
accounting... based on economic requirements” (Velayutham and Perera, 1996, p. 76). The
remainder of the thesis in effect problematises this view by presenting an interpretive
construction of the "processes" which underscore this rationalistic picture. These processes,

according to Velayutham and Perera (ibid, p. 76), are "dependent on social values".

43.0 Volta River Development Act 1961: The Reference Point for Accounting and
Financial Management at the VRA

During the empirical evidence collection at the VRA, it came to the researcher's attention that
almost all organisational actors who participated in providing data for this study made reference
to the Volta River Development Act as the document which provides the guiding principles for
accounting and financial management at the organisation (see Power and Laughlin, 1996, for a
critical understanding of this simplistic argument put forward by organisational actors). For

instance, a senior member of the Finance Department emphasized:

We have some statutory provisions which form the bedrock of our financial management
procedures in the Authority and any effort to understand our systems should start from
there (interview no. 02°).

5 To protect the confidentiality of interviewees, this numbering system is not in any
predetermined order. In addition, some interviewees are given two or more numbers to ensure
that the confidentiality is not breached.
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To ensure compliance with these statutory provisions, they are reproduced in the Finance and
Accounting Manual which details the procedures for interactions between the various Divisions

of the Finance Department. The Finance and Accounting Manual (1995) states:

... statutory provisions and guiding principles for the finance and accounting for the
business of the Volta River Authority are set out in Part IIl of the Volta River
Development Act 1961. In view of its importance and impact on the aims and broad
objectives in the provisions of this Manual affecting financial control and reporting it is
reproduced ... (p. B1).

The two quotations and discussions with other organisational actors suggested to the researcher
that it is crucial to gain a clear understanding of the provisions of the Volta River Development
Act since it is perceived as having a strong influence on not only the way financial resources are
managed at the VRA but also the perceptions of organisational actors regarding the systems for

tracking these resources. As a Respondent noted:

Even our external auditors, as appointed from time to time, have always tried to
understand the important finance and accounting issues in the Act. This is because, you
cannot understand what we do, in terms of our control procedures, without taking into
consideration the provisions of the Act.... Auditors will not be able to express an
informed opinion without a knowledge of the Act.... I think this should apply to you as
a researcher (interview no. 07).

Issues relating to accounting and financial management of the Authority are spelt out in sections
21-26 of the Act. These provisions are stated and interpreted in this section and subsequently a
critique is developed to demonstrate how some of these provisions have been downplayed or are

simply contradicted over time. For instance, section 21 of the Act states:

(1) It shall be the duty of the Authority to conduct its affairs on sound commercial lines,
and in particular, so to carry its functions under this Act as to ensure that, taking one year
with another, its revenues are greater than its out-going properly charged to revenue
account.

(2) The Authority shall charge to revenue account all charges which in the normal
conduct of a business are proper to be charged to revenue account, including in particular,
proper provision for depreciation of assets, or renewal of assets, and in addition all
interest on borrowings, repayments to be made each year in respect of loans incurred by
the Authority to the extent that such repayments exceed provision for depreciation, and
proper allocations to reserve.

(3) Without prejudice to the power of the Authority to establish appropriate reserves for
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replacements or other purposes, the Authority shall establish and out of its profits make
payments to a reserve for the purpose of expanding its activities.

(4) The Authority shall fix the rates at which it supplies the electrical power generated
by it so as to ensure that it is able to comply with the requirements of this section.

Section 21 makes it quite clear and unambiguous that the VRA is a commercial public sector
organisation which (reference to section 21) is supposed to have a high degree of autonomy. Such
a view is also shared by the management and, to some extent, the lower level staff of the

organisation. As a respondent in the Finance Department noted:

In principle VRA is expected to be a reasonably autonomous organisation. But electricity
is such an important issue in national development that... the organisation [VRA] is
seldom autonomous (interview no. 13).

Another respondent remarked:

But the autonomy granted to most public sector organisations is usually illusory because
of the high degree of surveillance exercised by the government and related organisations...
But it is good that the Government professes to have granted us an autonomy because that
gives the Authority, at least, some grounds to challenge some of the political interferences
which go on in other Government Departments... (interview no. 02).

Clearly the above views show the perceptions of organisational actors about the need for
autonomy and the inadequacy of the extent of the autonomy currently granted to the Authority.
Some organisational actors believed that in reality’, the Authority’s perceived autonomy has been
shattered by prior commitments or contracts entered into between the Ghana Government (acting
on behalf of the Authority) and other organisations such as the World Bank and Volta Aluminium
Company (Valco). Such prior commitments serve as immutable hurdles in management’s desire
to pursue policies which are deemed very crucial to the developmental efforts of Ghana. A clear
example of the contradictions is captured by the provision in subsection four of section 21 that
the VRA is responsible for fixing rates for the power generated to ensure a compliance with the
Act. However, in practice the Authority has very little influence (if any) in determining the rates
charged for the bulk of its output consumed by Valco (VRA’s major customer) and the Electricity

Corporation of Ghana (responsible for distributing electricity in Southern Ghana)®. On this issue

® A detailed illustration of this argument is provided in Chapter Seven.
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one respondent indicated that:

...power pricing has been the most important issue which restricts the Authority’s
autonomy (interview no. 13).

Similar contradictions are illustrated in Chapter Seven which shows the strong political
interference in VRA’s management process and Chapter Eight which provides an argument that
the dream of industrialisation in Ghana has not been realised partly due to the failure of the VRA

to provide the ‘cheap power' which was envisaged by the Nkrumah Government.

The interpretation of section 21 above is further reinforced or strengthened by the provisions of

section 22 which deals with the Authority's power to borrow. Section 22 states:

(1) In order to enable the Authority to meet expenditure of a capital nature (including
provision for working capital) to the discharge of its functions under this Act, and in
particular for the financing of the operations referred to in section 10 of this Act, the
Authority may borrow on such terms and in such currencies as may be agreed between
it and any lender, such sums as it may require.

(2) The Authority may borrow temporarily, by way of overdraft or otherwise, such sums
as it may require for meeting its current obligations or discharging its functions.

(3) The Authority may charge its assets, undertakings and revenue with the repayment
of any money borrowed together with the interest thereon and may issue debentures, bond
or other securities in order to secure the repayment of any money so borrowed together
with interest thereon and may do all other things necessary in connection with or
incidental to such borrowing as are authorised by this section.

(4) The President may from time to time, prescribe the maximum sums which the
authority may borrow under either or both of subsections (1) and (2).

While section 22 permits the Authority to borrow from other organisations such as the
international financial institutions, the section concludes that the President reserves the right to
prescribe limits to this borrowing. Clearly, subsection four is perceived by management as a
strong interference in the operations of an organisation that is expected to be "autonomous" and
run its affairs "on sound commercial lines". In addition, borrowing from the international
financial institutions does involve some conditionalities, which sometimes make it hard for the

Authority to pursue certain "economically rational" policies for an organisation that is expected
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to run on sound commercial lines’. As a respondent observed:

.. sometimes loans from the international financial institutions require the government

to act as a guarantor. This obviously restricts the Authority’s so-called autonomy
(interview no. 02).

A discussion of the effect of borrowing (from international financial institutions) on VRA’s

accounting and financial management systems is taken up in Chapter Seven.

Finally, section 26 of the Volta River Development Act provides that:

(1) The Authority shall:-
(a) cause proper accounts and other records in relation thereto to be kept;
(b) prepare an annual statement of accounts in such form and containing such
particulars as the Auditor-General may from time to time direct, or may be
required to satisfy its undertakings or engagements.
(2) The accounts of the Authority shall be audited by an independent auditor to be
appointed annually by the Authority subject to the approval of the Auditor-General, and
the auditor shall make a report in each year on the accounts audited by him. The
remuneration of the auditor shall be determined by the Minister responsible for Finance
and shall be paid out of the funds of the Authority.
(3) The Authority’s Financial year shall end on the last day of December in each year.

Organisational participants maintained that the accounting and financial control procedures at the
Authority are developed in response to section 26 of the Volta River Development Act. A

respondent in the Finance Department noted:

... I don’t remember what the section number is, but I remember it was made clear during
my induction when I first arrived here years ago, that Finance and Accounting are guided
by provisions of the Volta River Development Act. In my former employment, our
emphasis was on the requirements of the Companies’ Code..... Perhaps because it was a
private enterprise. ....even in that case, it was assumed that I knew the requirements of
the Code and not emphasised as in the case of VRA.... Yes, the Act is an important
document for Finance and the entire Authority... (interview no. 04).

7 It was observed that in some cases the feasibility of a project becomes threatened by
events subsequent to a loan approval by the international financial institutions, the Authority will
need to seek approval to apply the proceeds of the loan to other more feasible aspects of its
operations. This process of gaining re-approval, organisational actors argued, can be time
consuming.
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However, as will be demonstrated in Chapter Seven, the accounting and financial management
procedures are also constructed in response to the requirements of the Authority’s contracts with
its financiers. Having provided the background for understanding the perceptions of
organisational actors, the next section presents the descriptions of the accounting and financial

management systems from the point of view of organisational actors.

In this chapter, the perceptions of organisational actors are presented along the lines of the formal
structure of the Finance Department (it is important to note that this presentation does not follow
the same way interviews were conducted®). The rationale for presenting the evidence along these
lines is to make the structure of the Authority more visible, since it is also central to any effort
which seeks to adjudicate the effectiveness of the systems within this organisation. Indeed, it
partially answers the often taken for granted question "What do Accounting Departments do?"
(as observed by Mouritsen, 1996). Section 4.4.0 therefore provides an explication of the structure

of the Finance Department.

4.4.0 The Structure of VRA’s Finance Department

Before 1991/92 the responsibility of managing financial resources at the VRA was shared by the
Accounting Department and the Corporate Finance Department. The functions which were
carried out by these two Departments "were distinguished along traditional Accounting and
Finance lines" (interview no. 13)°. While the Accounting Department provided support in
internal accounting for managerial decision making and external financial reporting, the
Corporate Finance Department was "responsible for project evaluations, and advising
management on which loans were more in line with the objectives of the organisation" (interview
no. 13). In addition, the Corporate Finance Department was responsible for *tariff setting®.

However, in 1991/92, the management of the organisation with the approval of the Board of

8 This is to ensure that interviewees’ confidentiality is not breached.

® This was confirmed during an interview with the staff of Corporate Planning and
Programming Department.

' Tariff setting refers to the process of determining the price of power. A discussion of
this is taken up in Chapter Seven as an illustration of how negotiations underlie what is perceived
as accounting logic at the VRA.
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Directors decided to merge the two Departments into what is known as the Finance Department
today. Organisational actors differed on their perceptions of the need for the merger. Principal
among the reasons which were offered for the merger was the "need to avoid duplication of
functions" (interview no. 51). Some interviewees, however, referred to the above as a "partial""!
explanation of the circumstances leading to the merger. For instance, it was suggested by some
interviewees that "the influence of external bodies such as Ontario Hydro'? played a significant
role in management’s decision to merge the two Departments" ( A staff member of the Corporate
Planning and Programming Department, interview no. 28). Another staff member in the same

Department observed:

Although I was not an employee of VRA before 1990, I strongly feel that the influence
of Ontario Hydro partly explains the merger of the Accounting Department and Corporate
Finance Department. It is hard to say this, most of the staff when they return from
Canada after a year’s or two attachment to Ontario Hydro, try to emulate what they
observed over there. This sometimes makes things difficult for us as they forget that we
are in a third world country (interview no. 30)"*.

Other respondents were more critical of the merger by arguing that:

I strongly believe that these people at the Head Office had something up their sleeve.

After the merger, the position of Deputy Chief Executive Corporate Planning and Finance
was created and Mr Bryan Davies, an Englishman who had a high reputation as a former
World Bank employee, was appointed to that position. I believe this was necessary to
attract loans from the World Bank since he was more known to them. .... I have evidence
for what I am saying. First, since Mr Bryan Davies left, the position has remained vacant.

1" Partial in the sense that it does not capture "in full" what management possibly had in
mind at the time of the merger.

2 Employees of VRA are normally sent on "attachment" to Ontario Hydro in Canada to
gain the "necessary exposure” to enable an understanding and possibly a smooth adoption of
some of the engineering and financial procedures in Ontario Hydro. Similarly, under a bi-lateral
co-operation, "management trainees” of the VRA are also sent to Harvard University for MBA
and MPA degrees. Such trainees, when they return, are keen to implement some of the
techniques they acquired on the MBA or MPA programs. Perhaps the most recent in this regard
is the impending suggestion for the implementation of Activity Based Costing Systems at the
VRA.

> The respondent gave the example of the "impending need to change from traditional
overhead cost allocation system to Activity Based Costing" as resulting partly from the
Authority’s relations with overseas institutions (interview no. 30).
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Second, on one occasion, we compiled a Manual of our financial management procedures
which was to be assessed by the World Bank as part of its conditions for a loan that the
Authority desperately needed. This Manual had previously been refused by the World
Bank prior to Bryan Davies’ appointment. The same Manual was accepted for a loan

involving a higher amount when Bryan signed his name and submitted it on behalf of the
Authority (interview no. 15).

Although the reasons for the merger are important as an indication of how and why "structural
conditions" have changed over the years, the structure of the "new" Finance Department is
paramount in understanding how financial resources are currently managed at the VRA. The chart

on the next page indicates the various sub-divisions of the Finance Department.

As the chart shows, the Finance Department is sub-divided into nine Divisions each with specific
functions aimed at ensuring control over organisational financial resources. Each Division is
headed by a Manager who is ultimately responsible for its performance and reports to the Director
of Finance through the Senior Finance Manager. As pointed out in Chapter Three, interviews
were conducted with each Manager and some of the staff in each Division. For the purpose of
presentation in this thesis the nine Divisions of the Finance Department are condensed into six.
To achieve this, the Akosombo/Akuse, Tema, and N.E.D. Finance Offices are grouped under the
heading "Area Finance Offices" because the three area offices do not only share similar
characteristics, but also share common views about the Authority’s accounting and financial
management systems (as discussed later). Similar reasons underlie the combined discussion of
the Treasury and Disbursement Divisions. The perceptions of these interviewees are presented

in the next section.
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4.5.0 Budgeting and Planning Process: The Management Accounting Function

Despite disagreements about its humble origins, managerial accounting has developed to become
an important facet of any "effective" organisational accounting system (see Hayes, 1983).
Enthoven (1977; 1988) observes that despite the strong role which has been accorded managerial
accounting in the advanced Western capitalist nations, the techniques of management accounting. -
e still non-existent or rudimentary in public sector organisations of some developing countries

(supra). Thus in an effort to gain an understanding of the effectiveness of the.Authority’s:
accounting;systems, the researcher sought to determine whether VRA had any- management
accounting systems and how these systems actually function in organisational management

process. Two important aspects of the managerial accounting function (budgeting and planning)

-were explored. The empirical exploration revealed that-organisational participants perceived

budgeting and planning as playing a very crucial role in the internal management process of the

VRA. As arespondent in the Budget Division noted:

... I am not being biased, but it is an obvious fact that management accounting is

important for an organisation like the VRA to function properly. That is why so much is
expected of us in this Division of the Finance Department. ...we are at the helm of affairs
in the Authority providing each Department, Area and Division with quantified data for
decision making. ....they count on us for their daily decision making (interview no. 24).

This section therefore provides not only a description of the budgeting and planning process but
also the perception of organisational actors about the effectiveness of these processes. The
discussion presented in this section is based largely on the researcher’s interviews and interactions
with staff of the Management Accounting Division (and to some extent the Corporate Planning
and Programming Department) since these two sub-divisions are given the responsibility for
providing each Department with detailed planning and budgeting instructions. As a respondent

in the Corporate Planning and Programming Department observed:

....our Department is a service one .... we are expected to ensure that what goes on in other
parts of the Authority is in accordance with predetermined plans. Quite often, we team
up with the Budget Division to ensure this.....yes, this has always worked well. .... no
doubt, the Authority is currently highly regarded among the Ghanaian public corporations
because of the extent to which we plan and execute our tasks.... Yes, there are occasional
surprises but never anything major to derail our success story. We scrutinise our
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economic environment very well (interview no. 29).

In executing its function, the Management Accounting Division views planning, budgeting and
forecasting as "distinct elements of an integrated process” and therefore provides detailed
instructions on each of these elements to ensure that the systems are clearly understood by

organisational actors. The three distinct yet integrated processes are described below.

4.5.1.1 The Authority’s Planning Model

To ensure control over organisational financial resources, Horngren et al, (1994) observe that
management must constantly engage in planning for both the short-term and long-term future of
the organisation. Horngren ét al, (1994) maintain that planning is an essential facet of the
managerial accounting function which requires maximum attention from management. Drawing
upon_Horngren et al, (1994) therefore, this sub-section contends that the effectiveness of an
organisation’s accounting and financial management systems could partly be reflected by the
nature and extent of planning carried out in the organisation. The empirical exploration of VRA’s
systems of financial management revealed that the Finance Department has designed a detailed
planning model which guides departmental and organisational decision making processes. As

a respondent in the Corporate Planning and Programming Department observed:

you cant run an organisation like VRA successfully without engaging in detailed
planning. ...the risk is too high. We all are aware of the importance of planning in the
Authority.... (interview no. 28).

A detailed description of the planning model was provided by organisational actors and reported

in this sub-section of the thesis.

The model begins with a preparation of a Departmental Statement of Objectives (DSO) which
derives from the broader Corporate Statement of Objectives (CSOs). An interviewee in the

Corporate Planning and Programming Department noted:

within the broader objectives of VRA, each Department and Division of the Authority
is required to produce a statement of objectives which it intends to pursue over the next
financial year and beyond. ....this is usually the responsibility of departmental Directors
who are expected to ensure goal congruence. Objectives identification is very important
for an effective running of a large organisation like the VRA....it is important to get it
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right... Our Department therefore scrutinises all statements of objectives... (interview no.
29).

From DSOs, long term plans are prepared by each Department in conjunction with the Planning
and Programming Department. Detailed "Corporate Instructions and Policies” are usually

provided under the following headings (Accounting and Finance Manual 1996, p. E3):

a. Corporate Instructions
This forms the first stage of the Authority’s planning model. Annually, the Planning and
Programming Department reviews the following to ensure not only that the Authority remains
aware of changes in its environment but also that the process is systematic and efficient:

1) Economic assumptions for the plan

i1) Format for the plans to be prepared

iii) Timetable for the planning process

iv) Details of persons accountable for production and approval of plans

v) Statement of Objectives for VRA and each Department

vi) The length of the Plan period and Review intervals.

On the issue of corporate instructions a respondent remarked that:

...it is always important that the Authority constantly seeks to understand the changes
occurring in its environment. We therefore undertake a review of domestic and global
economic trends to ensure that we are not overtaken by events (interview no. 28).

The review of the above issues enables the Planning and Programming Department to advise the

various Departments, Divisions and Areas on any issues which have to be addressed at the initial

stage of the planning process. As a respondent noted:

When we provide Corporate Instructions to the various Departments, we expect them to
examine their statements of objectives to ensure any relevant changes have been
incorporated... The instructions also serve to remind Departments about deadlines in the
planning process and the need to meet these deadlines... (interview no. 28).
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b. Business Assessment
The Planning and Programming Department also carries out, on an annual basis, an assessment
of the business environment. A summary of the assessment is usually given as an introduction
to the Plan. Each annual assessment covers the following areas:

i) Market share - current and potential**

ii) Market opportunities

iii) Legislative environment

iv) International implications

v) Operational methods - changes, alternatives

vi) Threats

Respondents noted that this aspect of the planning model is very crucial and will assume more
importance if the government implements its policy of restructuring the power sector (subter).

On this an interviewee remarked:

I will say that the extent to which we are able to get our business assessment right has
always been important in the management of the Authority. But if the changes proposed
by the government are carried out, we will have to even carry out business assessment
carefully, because the changes will introduce competition and you can't afford to make
a mistake in a competitive situation (interview no. 30).

Another respondent noted:

... Business assessment is already taking a significant amount of our planning time and
it will take more with the impending changes (interview no. 29).

c. Strategic Direction

At this stage in the planning process, each Department usually states how the Corporate
objectives and its own objectives can be met with particular reference to the business assessment.
Alternative strategies are identified and the preferred strategy fully justified. These alternative

strategies spell out the direction of the Department and the extent to which this is consistent with

1* Although the VRA currently has no competitors, management is aware of the potential
competition that will inevitably be introduced by the impending Power Sector Restructuring
Programme in Ghana (this is discussed later in Chapter Eight).
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the CSOs. On this, a respondent noted:

Each Department has to state the alternatives strategies and justify why a particular
strategy should be adopted ... this ensures consistency and allows departmental Directors
to carefully consider each possible alternative.... (interview no. 30).

d. Financial Evaluation

This stage of the planning process requires each Department to provide a financial evaluation of
its plan with sufficient detail to identify the different economic and operational areas defined in
the business assessment. The evaluation usually includes a Profit and Loss Account, Balance
Sheet and Cash Flow projections for the plan period. In addition, capital projects included in the
Plan are required to be evaluated against the criteria for Capital Sanctions. To ensure that

evaluations are not delayed and also accurate;

the staff of the Finance Department usually provide services to the other Departments
in carrying out their financial evaluations during the planning stage (interview no. 30).

e. Responsibility for Planning

Ultimate responsibility for departmental Business Plan and for notification of management when
an agreed strategic direction is materially threatened, or where previously unforeseen
opportunities emerge rests solely on the various departmental Directors. However, the Director
of Planning and Programming remains responsible for ensuring that each individual Department’s
plans are prepared in compliance with Corporate instructions and that they adhere to VRA policy.

A staff member of the Corporate Planning and Programming Department remarked:

We are ultimately responsible for planning in the Authority so we always ensure that the
various Departments engage in detailed planning. That is our function... so we always
make sure it happens... (interview no. 28).

4.5.1.1A Follow-up Discussion on the Planning Model

To ensure that the planning process as described above was actually practised at the VRA the
researcher engaged the Director of Corporate Planning and Programming and the Manager for
the Budgeting Division and staff members of these Departments in a discussion. To begin this
discussion, the researcher indicated that the planning process as described was quite detailed and

might require a lot of departmental time. Although the Directors and their staff members agreed
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with this view, they reiterated that such a rigorous planning process was necessary because of a
number of factors. Prominent among these factors was the need to keep a good image about
themselves in the eyes of international financial institutions'®. A senior staff member of the

Finance Department observed that:

Without the support of the international financial institutions VRA will run into real
financial difficulties, so it is only reasonable for us to meet their funding requirements
(interview no. 28).

In terms of the costs involved in delivering such a rigorous process, the staff and directors were
of the opinion that this was only possible because of the presence of a competent work force

compared to similar public sector organisations in Ghana. A respondent noted that:

VRA attracts better qualified staff than most other public corporations....perhaps, only

Ghana Airways is in the same category as VRA (interview no. 30).
This claim of competency of staff was evaluated'® during an interview with some staff of the
Electricity Corporation of Ghana (E.C.G.) and the reaction was mixed. While the Director of
Finance at E.C.G. was of the opinion that VRA did better in terms of Planning and Budgeting,
he clearly dismissed the claim that this was due to the presence of a competent work force.
However, the Managing Director (M.D.) of E.C.G. indicated that before he joined the
organisation he was a Deputy Chief Executive of the VRA and upon taking up the position of
M.D. at E.C.G. he introduced a lot of reforms including improving the conditions of service to
attract competent staff and also providing training facilities for existing staff. Though he
specifically did not accept VRA’s claim of staff competency he accepted that the VRA was "doing
better in terms of its accounting and financial management for many reasons" ( interview no. 60).
An interview with an officer of the Ghana Public Services Commission (GPSC) also revealed that

VRA is one of three public corporations which have always provided inputs on their performance

1> See Chapter Seven for a detailed discussion of how this relations with international
financial institutions and prior organisational commitments play a constraining role in the
Authority’s desire to implement conventional accounting logic in aspects of its operations.

'® Such an exercise was necessary because the claim contradicts the findings of Gujarathi
and Dean (1993) that the inability to recruit and retain qualified staff remains a serious problem
in third world public sector management (see quotation in Chapter Two).
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contract not only regularly but also without any delays. The respondent noted:

Since I returned from the U.K. after qualifying as a Management Accountant [CIMA] a
couple of years ago, I have been in charge of Performance Contracts between the VRA
and the Ghana Public Services Commission. I have never had any delays in reports from
VRA.... No, most of my colleagues cant say the same about their clients. ... I will not give
specific examples but I have heard complaints about other corporations quite a number
of times (interview no. 06).

While the officer was hesitant to speculate on the reasons for such an"impressive" performance,

he did not rule out the possibility of the existence of an "efficient planning model and competent

staff” at the Authority (interview no. 06).

In addition, to gain a further understanding of what is practised at the VRA in terms of the
organisational planning process, the researcher asked if the staff of Corporate Planning and
Programming Department could provide some evidence on the current strategic direction of the
VRA. Upon consultation for confidentiality, a Memo dated 15th April 1996 was brought out for
discussion with the researcher. The major issue in the Memo centred around the impending
Power Sector Restructuring which the Ghana Government is keen to implement as part of its
IMF-sponsored Structural Adjustment Programme. It was evident from the Memo that the VRA
was very alert and envisaged that the Power Sector Reform Programme might "entail
corporatising Departments and tariffs will have to be set right to encourage competition'”" (cf.
Memo from Director, Planning and Programming). In preparation for this potential deregulation,
the Authority saw the need for a Master Plan Study on the proposed Power Sector Reforms. At
the time of data collection for this thesis, the Study had already been contracted out to a
consultant to be completed in 18 months. In preparation towards the impending restructuring of
the power sector, the Director’s Memo indicated that the Authority is currently considering the

following strategies:

1) VRA should try to influence the Restructuring Programme.

ii) The Reform Programme would entail the creation of strategic Business units e.g.
Generation, Hospital, ED & C, etc.

iii) Some VRA departments could be developed to provide consultancy services.

iv) A re-engineering of VRA’s business would be undertaken.

' i.e. Making the various Departments both cost and revenue centres.
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v) Activity-based budgeting system would be introduced in order to inject cost efficiency
into the system.

vi) Rationalisation of manpower levels would be necessary.
vii) VRA would have to expand its export markets.

viii) VRA would have to tighten its internal control measures.

ix) Adequate compensation package/job security would be introduced in order to retain

staff.

A summary of the strategic elements in the Authority’s business as perceived by the staff of
Corporate Planning and Programming Department is provided in Figure 4.1 on the next page.

See Appendix 4.1 for details of the Authority’s Strategic Direction from 1997 onwards.

4.5.1.2 The Budgeting Process

Each Department in the Authority usually prepares annual budgets "based on and consistent with
long range plans” (Finance and Accounting Manual, 1995, p. E5). Annual budgets are subject
to approval by the Departmental Director, the Director of Corporate Planning and Programming,
the Director of Finance, the appropriate Deputy Chief Executive, and ultimately the Chief
Executive. To ensure consistency and efficiency, annual budgets are prepared in accordance with

Corporate Instructions and the Authority’s budgeting policies as follows:

a. Corporate Instructions
As with the planning process (discussed above), budgeting at the VRA is usually preceded by
Corporate Instructions issued to the various Departments, Divisions and Areas. It is the
responsibility of the Management Accounting Division to issue Departmental Budget instructions
each year covering the following areas:
i) Submissions - Detailed submissions are usually sent out to the various Departments
regarding the content of Budgets and the information required about the Department and
its area of operation.
ii) Timetable - While the dates for submission of Pre-budget Reviews and full Budgets

are usually notified to the Departments early in the budgeting cycle, dates of review
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Figure 4.1: Strategic Elements in VRA’s Business (Source: Memo, Director Planning & Programming, 15.4.96)
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meetings with the Budget committee are usually notified closer to submission deadlines.
iif) General Assumptions - Departments are provided with overall assumptions to be
incorporated into their Budgets. However, Departments are expected to substitute more

accurate assumptions in those instances where specific information is available.

By way of example, the Approved Corporate Budget for 1994 had the following general

assumptions:

1. In 1994, the domestic load is expected to grow in consonance with the continued
expansion of the national economy but at more than twice the rate of growth of the
economy. The Government budget for 1994 indicates that real GDP growth is targeted
at 5%. The statement also identifies the pursuance of rural electrification programme as
one of its major highlights. However constraints in the supply situation have necessitated
that the Authority limit energy generation and sales to levels based on 1993 actuals.

2. A major fundamental objective of the economy is to achieve an end-of-period inflation
rate of 15%. This rate has been assumed for the Authority's projections in 1994.

3. The continued difference in local and foreign inflation will lead to further depreciation
of the cedi'®. Government has however announced strategies aimed at achieving the
targeted level of inflation and the relative stabilisation of the value of the cedi. The 1994
year-end exchange rate and the contingency provision for system expansion in the year
therefore reflect the expected movements in the value of the cedi against the US dollar
(Approved 1994 Corporate Budget, p. 1).

iv) Economic Indicators - To achieve consistency throughout VRA, certain economic
guidelines are set. These include but are not limited to:

general inflation

pay inflation

currency exchange rate movements.
v) Group Costs and Rents - Each Department's share of budgeted Corporate costs are

notified to the Department Director.

A senior staff member of the Budget Division noted that:

...one of the major strengths of our budgeting process is the emphasis we place on clarity
of corporate instructions (interview no. 24).

'8 The Ghanaian local currency.
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Another respondent in the same division remarked:

Our budgeting practices have always been applauded by the World Bank and other
financial institutions because of our ability to provide a detailed budget from a very
simple process.... We have always been able to achieve this because of the attention we
give to clarity of Corporate Instructions... Yes, it could be due to our relations with
Ontario Hydro but our staff are also experienced... (interview no. 25).

b. Pre-Budget Review

The Department Pre-Budget Review is the first stage in the budgeting process. The Pre-Budget
Review is an attempt to outline the direction of the "budget in macro terms, and quantify
recurrent expenditure, investment proposals and staffing levels to enable targets to be agreed with
management at an early stage in the budgeting process" (Finance and Accounting Manual 1995,

p. E6). A staff member of the Budget Division remarked:

...the pre-budget review stage is vital because it enables us to avoid unnecessary delays
in budget preparation (interview number 46).

The important issues which are contained in the departmental Pre-Budget review are:

i) the forecast of the current year's results, to set the opening position for the budget
period;

i1) market trends;

iii) major contract assumptions and pricing policy;

iv) manning and productivity;

v) key issues critical to success in the Budget period;

vi) management action Plan for the Budget period, which realistically bridges the gap
between current and budgeted performance;

vii) major Capital expenditure proposals with details of payback, profit and cash flow
effects for all new capital investments.

(Finance and Accounting Manual, 1995, p. E6-E7).

Another respondent in the Budget Division noted that:

..once the pre-budget review has been carried out, we get everybody committed and the
budgeting process proceeds without delays (interview no. 47).
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c. Annual Recurrent Budget

This forms the second stage in VRA's budgeting process. Based on its results in the preceding
budget period together with the current DSO (if it has changed), each Department prepares a
budget which details not only the various objects of expenditure over the next budget period, but
also the intended outputs and their target dates of achievement. Staff involvement at all levels
in the Departmental budgeting process is highly encouraged to ensure that they do not only
accept the plans as credible but also endeavour to achieve departmental performance levels set

out in the budgets (interview no. 24). The same respondent remarked that:

...we take into consideration the fact that people are required to implement budget
provisions and they should be consulted and encouraged to be involved in the process of
setting targets.... motivation is always a factor....Otherwise the process can easily be
defeated by executing staff or junior staff, in particular.... This has been the culture since
the early days of budgeting at the Authority and has remained the secret to our success
in budgeting at the VRA (interview no. 24).

From the Departmental Budgets, the Management Accounting Division then prepares a

Consolidated Recurrent Budget and a Consolidated Capital Budget for the Authority.

d. Final Budgets
The individual departmental budgets and the consolidated budget are then finalised after they
have been reviewed by the Executive (i.e. the Chief Executive in consultation with other

Directors). A senior staff member in the Budget Division noted:

After the individual departmental budgets have been consolidated into the Corporate
Annual Budget, the budget then becomes the main management tool in the Authority....
Yes, changes are permitted but can only be justified in terms of the occurrence of
unforeseen events... Some Departmental Directors do find justifiable issues subsequent
to budget approval and we incorporate these into the budget...(interview no. 25).

e. Budget responsibilities

It is the responsibility of the Management Accounting Manager to coordinate the entire
budgeting process and also consolidate the individual budgets to a Corporate Annual Budget. The
Management Accounting Manager also ensures that departmental budgets are prepared in

accordance with the Authority's policies.
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The head of this Division is responsible for co-ordinating the budgeting process and ...
we always make sure all Departments and Divisions adhere to budget provisions...
also without any delays... VRA is such that if you allow delays to occur from your
Department or Division, it is easily noticeable... Most Departmental Directors are
aware of this...(interview no. 25).

As mentioned earlier, it is not the purpose of this section to discuss or outline the various items
in the Authority's budget. Rather the section has sought to capture a description of the process
to enable discussions with organisational actors on their perceptions and evaluations of the

technical procedures as guides for interactions within the organisation.

4.5.1.2A Follow-up Discussion on the Budgeting Process

To gain an improved understanding of how the budgeting model as described actually applied
in the management of the Authority's financial resources, the researcher decided to probe further
by engaging the manager responsible for budgeting and his staff in a discussion. Their views
were sought on certain issues which were not clarified (or reflected) by the model. Most
important among the issues discussed was the well argued case by Caiden and Wildavsky (1974)
and Alam and Lawrence (1994)" that public sector organisations in developing countries face
a high degree of environmental uncertainty which has a strong impact on the budgeting process
(supra). In response to this issue, interviewees were quite willing to accept that although the
VRA is autonomous as far as its budgeting is concerned, environmental uncertainties usually
impact on their budgeting process. Such uncertainties however, differed from the political issues
which were identified by Caiden and Wildavsky (1974) and subsequently Alam and Lawrence
(1994).

... there are uncertainties in any budgeting process, as I already indicated, but the careful
planning we undertake and the extent of our autonomy makes VRA different from what
you are saying....We do have uncertainties impacting on our budgeting process but this
has never been political... The Ghana Government is very much aware that the VRA is
carefully watched by international organisations which have huge investments in the
Authority, so it has a limit to which it can interfere in our operations... Yes, it [the Ghana
Government] does interfere but not in terms of budgets. Budgets are our internal
management tools...(interview no. 25).

% See also Hoque and Hopper (1994).
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While the impact of political turbulence was perceived as remote (see the findings of Hoque and
Hopper, 1994), a major uncertainty which was identified as impacting strongly on the Authority's
budgeting process is the weather. Organisational actors observed that sometimes the budgets are
"thrown out of gear" because of unforeseen weather conditions. Indeed, vagaries of the weather
are a threat to the entire operations of the Authority since it depends solely on the Volta River

for power generation.

A major uncertainty which impacts strongly on our budgets is the weather... Efforts are
often made to predict...but you can't always get things 100% right... (interview no. 25).

In order to avoid this over dependence on the Dam, the Authority is currently developing a
thermal power generation project at Takoradi as a supplement for the hydro source. The effects
of the weather on the Authority's budget were felt most during the severe draughts of 1983 and
1993. A senior staff member of the Budget Division observed "in fact we almost abandoned the
budgets which were prepared for those years" (interview no. 24, this view was supported by the
Director of Legal Services Department when he discussed the underlying legal implications of

the Authority's relations with Valco in situations of low electricity output).

On the issue of political interference with budgeting especially from the sector ministry (see
Alam and Lawrence, 1994), interviewees were of the opinion that the Authority's relations with
the Ministry of Energy and Mines did not affect its budgeting process significantly. The extent
to which the ministry affects the Authority's budgeting process is limited to the approval of

power rates charged to the Mines and E.C.G. for domestic distribution. As a respondent noted:

... the ministry affects our budgeting process only marginally.... only in terms of revenue
... from some local customers... But the bulk of our sales is made to Valco.... Yes, the
ministry does not directly affect our relations with Valco (interview no. 24).

They maintained that since the bulk of their revenues comes from the export sector, the impact
of the Ministry of Energy and Mines was not as significant as portrayed by the researcher in his
academic understanding (i.e. referring to the study by Alam and Lawrence 1994 in particular).
To this effect they opposed the view that budgeting serves a ritualistic purpose in the relationship
between the sector ministry (i.e. Ministry of Energy and Mines) and the particular public sector
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organisation (see Gambling, 1977). Some interviewees argued that, perhaps using budgets in a
ritualistic sense could be applicable (to some extent) to the relationship between the Authority

and the lending agencies. One organisational participant observed:

Some of the loans we negotiate from the World Bank in particular require a detailed
proposal of how the amount would be expended. These however normally involve major
capital budgeting as opposed to recurrent budgets..... But operational budgets sometimes
have a role because lenders would like to know how these would reflect on our revenues
over the years (interview no. 19).

In his historical account of the Authority's accounting and financial management systems, a
senior staff member of the Finance Department (with almost 33 years service at the Authority),

remarked:

In the early days of the Authority, there were no budgets in existence, nor were there any
computers. Everything was done manually. By 1968, the World Bank came in looking
for financial forecast and it was then that we started developing our budgeting system
(interview no. 52).

Clearly, the senior staff member was emphasizing institutional compliance as argued by
Covaleski et al, (1996) and Alam and Lawrence (1994) but not one involving the influence of
the sector ministry?®. On the future of budgeting in the organisation, it was quite clear from the
Budgeting Manager that the impending Power Sector Restructuring Programme will result in the
introduction of Activity-Based Budgeting in the Authority. The technique was thought necessary
because of the competition which will be generated by the deregulation. As a respondent

observed:

...the impending power sector changes in policy will mean that the Authority must
strengthen its budgeting process, in fact the entire financial management approach might
even require careful reformulation. ...despite the positive perception our financiers...have
about the current system, I feel that we must improve the systems if we have to be
competitive... (interview no. 25).

In reaction to the problems that might result from the introduction of Activity-Based Budgeting,

20 see Chapter Seven for a detailed discussion of institutional compliance and VRA's
accounting and financial management systems.
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interviewees were quite optimistic about the level of competence of the staff to handle the
technique. Some respondents argued that with the computerisation programme which started in
1990, staff will "require minimal training to implement the system" (interview no. 32). These

issues are taken up further in Chapter Seven.

4.5.1.3 Forecasting, Performance Monitoring and Reporting.

While budgets are important for organisational management process, it will be naive to assume
that organisational actors will (or should) always comply with budget provisions. This is the
perception strongly held by the Budget Manager at the Authority. On this a respondent

remarked:

It is always dangerous to assume that targets set in budgets will always be met... There
is always the need to monitor performance to ensure that things don't get out of hand...
That is exactly what you observed Mr...doing last week. Without performance monitoring
problems can go unrecognised for some time... perhaps our systems have been applauded
partly because of the extent to which we monitor our budgets (interview no. 24).

To ensure compliance therefore, each Department is required to monitor its performance against

budgets on a quarterly basis. Through such quarterly reports variances are established and;

The Management Accounting Manager is responsible for assessing the impact of any
variances to date on the full-year Budget. This assessment must be sufficiently detailed
to identify both short-term influences and long-term trends and must be reviewed by the
Departmental Director.... In addition, the Director of Finance will monitor each
Department's results by reference to the monthly reporting pack which will contain a
comparison of actual results to the targets set in the Budget (Finance and Accounting
Manual, 1995).

As part of its monitoring process, the Management Accounting Division also prepares a monthly

Corporate Variance Report which includes the following:

i) review of Business Performance, in terms of income, expenditure and volumes;
i1) Personnel Report;
iii) Budget review.

The Monthly Corporate variance report will comprehensively and concisely highlight
the key issues underlying the Authority's performance. The Statement is a formal
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document that will be reviewed at Corporate as well as Departmental level and cannot
exclude matters of assumed common knowledge or items that are also subject to more
frequent local reporting (Finance and Accounting Manual, 1995, p. D6).
The internal performance monitoring and reporting form the basis for the quarterly reports which
are submitted to the Ghana Public Services Commission. The Commission then compares what

the organisation submits to the detailed performance contract signed between the Commission

and VRA and where necessary advises the Authority on any measures to be taken.

4.5.1.4 Summary of the Managerial Accounting Function and the Concern
about Deficiency

The descriptions and perceptions by organisational actors of the two important aspects of the
managerial accounting function at the VRA (i.e. planning and budgeting) suggest that the
systems at the VRA do not live up to the description of "deficient", in a technical sense, as
argued in the current literature. Not only are the planning and budgeting processes perceived as
rigorous, but they are also argued to be contributing effectively to the overall management of the
VRA. This clearly, does not support concerns raised in the literature (see for example Enthoven,
1977; Gujarathi and Dean, 1993) about the wide-spread lack of or rudimentary nature of
managerial accounting in third world public sector organisations. The managerial accounting
function is perceived as instrumental in both short term and long term financial decision making

at the VRA (interview no. 24). As a senior staff member remarked:

...I don't agree that our systems can be described as deficient ... They are control
procedures which have been carefully designed to meet the Authority's requirements...
The systems are regularly reviewed and have never been undermined by staff... I don't
think they are any different from those you will find in the so-called advanced countries,
such as New Zealand... In fact our systems are not different from those of Ontario Hydro,
for instance... (interview no. 27).

Another staff member noted:

... No accounting or financial management system is perfect....But I don't think VRA's
systems can be described as deficient because they are well designed and constantly up-
dated... (interview no. 25).

Clearly, the above discussion shows that with regards to the managerial accounting function,
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organisational participants hold views which are quite inconsistent with the claims in the current
public sector accounting literature on developing countries. Indeed, the basic deficiency claim

is unsupported.

4.5.2 The Issue of Power Pricing: Tariff Setting

The International Energy Agency?' (1994, p. 136) identifies the issue of power pricing as one of
the most important aspects of managing electricity companies. The Agency observes that
although power pricing methods vary between companies, three methods are dominant in
practice; historical cost recovery method, marginal cost pricing, and market pricing approach.
The method of pricing adopted by an organisation, the International Energy Agency contends,
has a significant effect on the nature of its overall financial management and is also implicated
in the process of cost determination in the organisation (i.e. whether the organisation will
emphasize historical cost or marginal cost in its cost accumulation process, is to a large extent
a function of the pricing method adopted). In addition to the views of the International Energy
Agency, the strong role which has been given to accounting in terms of the provision of relevant
information for accurate pricing of organisational products (see Horngren et al, 1994; Johnson
and Kaplan, 1987), suggests that the effectiveness of accounting systems could be reflected by
the nature of the pricing system existing in the organisation. The argument here is that if an
accounting system is to be judged effective, then its significance in pricing of the organisation's
product should be recognised. Organisational actors had the view that price setting is an
important aspect of the Authority's financial management and that the current systems are
effective in providing data for pricing decisions?. A senior member of the Finance Department

noted that;

The systems in place allow us to provide up-to-date information for management to make
pricing decisions... Although different pricing methods are used for the three categories

2l International Energy Agency is an autonomous body which was established in
November 1974 within the framework of the Organisation for Economic Co-operation and
Development (OECD) to implement an international energy program.

22 Chapter Seven problematises this view by illustrating how negotiations underpin what
is conventionally handled through a "rational" decision making process (i.e. pricing of VRA's
product).
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of customers, management always rely strongly on our recommendations for pricing of the

Authority’s product. . . . Sometimes we justify price changes through cost data, including

recognition for exchange rate fluctuations, inflation and the need to meet an appropriate return

on fixed assets . . . . But ...not all these are incorporated into the pricing formulas for the various

categories of customers. In some cases we are limited in what we can do... (interview no. 26).
Another respondent remarked:

Our systems are designed in such a way that we have relevant information on the general
economic trend both locally and globally, and this puts us in a position to provide management
with relevant recommendation for pricing of the Authority’s product (interview no. 24).

However, some respondents were critical of the financial management systems with regard to how they

reflect in pricing of the Authority’s products. One interviewee noted:

We have very competent staff over here. But the Authority sometimes employs the services of
consultants to advise on accurate pricing methods. In that case we only provide the raw data and
the consultants come out with suggestions which could have been offered by our junior staff
members . . .This does not mean the system is inadequate, but it is a reflection of management’s
over-confidence in consultants (interview no. 27).

Similarly, a senior member of the Finance Department observed:

... pricing has always been a controversial issue in the financial management process of the
Authority since its establishment in the early 60s . . . . and there is sufficient evidence that it will
continue to be our major financial management issue because of the constraints that we have to
work within (interview no. 13).

In this section a description of the various methods of pricing to the Authority’s customers is provided.

An interpretive construction of the VRA pricing system is further elaborated in Chapter Seven.

The Authority has three main customer groups namely; Valco. C.E. B. & Burkina Faso (or Foreign),
and Local Customers. The price structure of the Authority is such that each of these groups is charged
different rates. In presenting the evidence in this section, examples are drawn from the 1994 Corporate

approved budget to illustrate the Authority’s pricing system.

“The 1994 Approved Corporate budget is used because it was the most current approved
budget made available to the researcher at the time of data collection for this thesis.
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a. Pricing to Valco. In determining the rate charged to Valco, the Authority takes into
consideration the prior agreements which were signed by the Government of Ghana and Valco

at the time of establishing the Authority. A respondent in the Finance Department observed that:

...the rate VRA charges to Valco can only be understood if you have a firm grasp of the
history of the Volta River Project.... In the very early days we had no problem at all with
the rate paid by Valco for power supplied to it. ...But now it is the most contentious issue
in the management of VRA (interview no. 33).

The rate is normally quoted and paid in US dollars. Following extensive negotiations to change

the provisions of the agreements since the early 1970s, the Authority and Valco agreed, from

1982 onwards, to determine Valco's electricity rate using the following formula.

Power Rate =[ (1/3 Base Power Rate) + (2/3 Base Power Rate* LME/80)]

Where;

Base Power Rate is an average price of power for aluminium smelters in the world. As of May

1996 the Base Power Rate was 20.9 mills*/KWH

LME is the Average price of aluminium on the London Metal Exchange in a given period.

80 represents the estimated average price of aluminium for the next five years.

The implications of the above formula are discussed in Chapter Seven when the thesis goes
behind the technical fagade to 'critically’ examine the negotiations which preceded the pricing
formula. In the mean time, using the above formula provided power to Valco at 1.726 US Cents
per KWH in 1992 and 1.700 US Cents per KWH in 1993. The contract which was signed
between the Authority and Valco runs out in May 1997 and it is expected that a different formula
will be negotiated with Valco?. Organisational actors shared their perceptions on this impending

renegotiation. A discussion of these perceptions is deferred until Chapter Seven.

b. Pricing to Foreign Customers. To arrive at the rate charged to foreign customers, the

¢ A mill is the unit for pricing electricity and the equivalent of one-tenth of a US cent.
Throughout the thesis, efforts will be made to convert mills to U.S. cents or the local currency
(and vice versa), where necessary, especially for comparison purposes.

2 See Chapter Seven for a detailed discussion of the negotiations.
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Authority applies the following formula:

T1="To * [0.85 * MUV1/MUV2 *E1/E2 + 0.15 *CPI1/CPlo]

Where;

MUV1 and MUV2 are Manufacture Unit Value index for period one and two as determined by
the World Bank. The Bank determines this by reference to foreign inflation rate. Specifically
it takes the average of the OECD countries.

CPI1 and CPlo are the Local rate of inflation i.e. consumer price index in Ghana in the current
and preceding years respectively.

El and E2 are the exchange rate between the US dollar and the Cedi for periods one and two.
This is normally provided by the Bank of Ghana.

T1 and To refer to the tariff for the current and preceding years respectively.

Applying this formula resulted in power rates of 5.100 US cents per KWH in 1992 and 1993.
It is expected that this formula will be adjusted soon after the completion of the Takoradi
Thermal Project. This is necessary because of the relative high cost of generating power from
thermal sources to supplement the current hydroelectric source. The proposed adjustments will
reflect the fuel bill and domestic sales (i.e. opportunity costs of selling internationally) in the
formula. On the issue of pricing to foreign customers a respondent in the Economics Division

noted:

By far this is the group that we have the least problem with....Since the interconnection
started years ago, there has never been a major disagreement on the rates charged to
foreign customers. Rates are reviewed fairly from time to time... (interview no. 27).

c. Pricing to Local Customers: The local customers are made up of E.C.G. (an autonomous
state owned electricity distributor in Southern Ghana?), the Mines, Akotex, Aluworks, and
N.E.D. (a branch of VRA responsible for electricity distribution in Northern Ghana). "Power
rates to domestic customers are subject to very high political interference" (interview no. 27).
The Authority is of the view that power should be charged to domestic customers according to

the Long Run Marginal Cost of supply. As a staff member of the Economics Division remarked:

% E.C.G. receives power from VRA at wholesale rate and then distributes to individual
households and local corporations at an approved (i.e. by Government) retail rate.
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LRMC is the most rational and economic way of recovering cost of supply.... This is
because it provides more than 8% returns on fixed assets... (interview no. 27)?’.

While the Government has accepted proposals by the Authority to charge domestic consumers
in accordance with the LRMC of supply, it has not (fully) approved the current formula which
aims at phasing in the new tariffs based on the LRMC?. In addition to a proposal for a system
based on the LRMC of supply, the Authority also seeks to ensure that High Voltage (i.e. major
industrial consumers) and to some extent Low Voltage consumers cross subsidise Residential
customers. Prior to the proposal for a tariff rate based on LRMC, the Authority charged domestic
consumers through the Bulk Supply Tariff basis. Under the Bulk Supply Tariff basis, the
Authority is allowed to propose a rate which is subject to approval by the Government through
the Ministry of Energy and Mines. Experience shows that the rates approved by the Government
are always lower than what the Authority proposes. "Quite often the Government only allows
power rate increases based only on the rate of inflation" (a staff of Economics Division, interview
no. 26). In determining the rate for domestic customers, the Authority takes into consideration
the extent to which customers can afford the power costs. Using the Bulk Tariff Supply basis,
the Authority charged power to the Mines, Akotex, and Aluworks at 17.340, 19.450, and 16.330
US Cents per KWH in 1992 and 20.730, 20.070, and 19.190 US cents per KWH in 1993. The
Authority also charged power to E.C.G. and N.E.D. at 3.960 and 6.350 US cents per KWH for
1992 and 1993 respectively. The implications of the above for the average Ghanaian power
consumer is discussed in Chapter Eight when the role of the VRA in Ghana's socioeconomic

development is reinterpreted.

4.5.3 Computerisation of Accounting and Financial Management Systems at

the Authority

In their review of the history of accounting software packages, Cohn and Bellone (1997) observe

27 8% return on fixed assets was agreed to be the acceptable performance level signed
between the World Bank and the Authority at the time of its establishment in 1961. This method
of measuring performance has remained the Authority's target since it first started business in
1962.

28 A detailed discussion of this is provided in Chapter Seven.
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that the effectiveness of an organisation's accounting system is increasingly being linked with
the nature of its accounting software package. Cohn and Bellone (1997) observe that this
perception underscore the current competitive market for accounting software packages.
Empirical investigation at VRA revealed that concerns for computerising the Authority's
financial management and accounting systems date back to the late 1970s when the Authority
engaged the services of "experts from Canada and the United States to help develop the
Accounting Department” (interview no. 13). However, not very much could be done because
of a number of factors including the gross lack of computer literate and the relative scarcity of
computers at the time. By the early 1980s, the Authority had an accounting and financial
management system which was partly computerised and partly manual (interview no. 13). Those
aspects of the Authority's financial management systems which were computerised were the
result of the recommendations of a Committee headed by the then Director of Accounting
Department with consultancy services provided by Coopers and Lybrand Chartered Accountants,
UK.

By the late 1980s, the Management of the Authority "recognised the need to improve the existing
manual and computerised financial systems in order to provide more efficient means of
controlling and managing the business of the Authority" (Ahorlu, 1994)?. The response to this
recognition resulted in the establishment of the Accounting Personnel Computerisation Project
(APCP) , in 1987, as a sub-division of the Finance Department initially delegated with the
responsibility of studying the "existing Accounting Systems of the Authority and to make
recommendations for the way forward" (Ahorlu, 1994, MAC). A summary of the main

weaknesses of "the old financial system" revealed by the Project Team is as follows:

Management information was inadequate and not timely.

Budgetary control was ineffective due to delays in processing and the budgets being held
on separate files to the Actual data.

The financial systems were not fully computerised and the large amount of manual

2 Cited from the Report on the Maiden Accounting Conference organised by the
Authority in 1994. This Conference was aimed at educating the staff of the Finance Department
on the Authority's financial management procedures. The Report was however, not page-
numbered thus my inability to provide a page number in the above quotation. Subsequent
references to the Report are marked, MAC denoting Maiden Accounting Conference.
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processing and intervention caused considerable delays.
The reporting facilities were inadequate and there was no online access available, or
facility for users to generate ad-hoc reports.
The lack of facilities had led to a prolification of PC facilities resulting in duplication of
data and potential inconsistencies of use.
The lack of an overall financial systems strategy led to individual or section specific
developments that were not consistent with each other and in some cases duplicated each
other.
The computerised procedures were centralised in Accra with no access from the locations
leading to delays as a result of delays in submission of documents.

(sic, Ahorlu, ibid, MAC).

The identification of the above weaknesses led the Project Team to recommend that "the
Authority should replace the manual and existing Computerised Financial Systems with a new
and up to date Systems" (Ahorlu, ibid, sic). Among the aims of the Project Team's

recommendation were:

To produce accurate and timely Financial Management, Accounting and Human Resource
information for Volta River Authority

To provide flexible, accurate and appropriate reporting to all levels of management within
the Authority.

To absorb and accommodate organisational and business change without detracting from
the effectiveness of the system.

To provide means for the effective stewardship of the Authority's assets.

To provide adequate security and control over system data to ensure its integrity,
reliability and accuracy.

To allow where it is desirable and cost efficient to do so the automatic transfer of data
within component parts of the system without compromising the security or control of
system data.

To provide the basis for integration with other business and systems

(Ahorly, ibid, MAC).

The recommendations of the Project Team gave rise to the current Computerised Accounting and
Financial Management Systems described in the next sub-section. In addition, the section
provides the perceptions of the organisational actors regarding the effectiveness of the "new

system".
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4.5.3.1 The Current Computerised Accounting and Financial Management
Systems: Perceptions of Organisational Actors

The current computerised system is an accounting software package designed for the Authority
by Computron International. The package includes the General Ledger, Accounts Payable,
Accounts Receivable, Fixed Assets, Job Costing and Payroll currently used in the Finance
Department. The package also includes "human resource systems" for payroll and personnel
(interview no. 31). The technical description of the current systems presented to the researcher
is summarised in the following quote which was read to the researcher as evidence of the

technical features of the system:

The Computron Financial System has a 36-bit alpha-numeric accounts code. The VRA
is, however, utilizing 11 (eleven) digits coding system. ... The system handles multi-
company data and can accommodate up to 999 companies. Data for up to 9 previous and
9 future years can be held on line at any time. Data entry is simplified by the availability
of automated reversing journals for accruals in different periods of reporting, recurring
journals (for instance depreciation, monthly or periodic rent and rates charges)..... The
allocation module is provided to facilitate cost allocation across cost centres and
operating areas on a predefined periodic basis. It has a facility for revising budgets as
well as holding the original budget.... Different budget forecasts can be held on the
General Ledger... The General Ledger has two standard Focas 1000 and 2000 report
Generators. Focas 1000 is a flexible report written for ad hoc queries or reports on
posting accounts balances. Focas 2000 is an end user report generator preparing financial
statements, budgets and other financial reports (Ahorlu, MAC).

To stimulate discussions between the researcher and the staff of the APCP Division, the
researcher asked whether this system was designed according to the specific requirements of the
Authority or it was just one of the numerous 'off-the-shelf' software packages. The Manager of
the Division, and Director of Finance indicated that the present system is an 'off-the-shelf
package which has been "customised” to meet the specific requirements of the Authority. This,
the APCP Manager argues, was necessary to ensure cost efficiency. A senior member of the

Finance Department noted that:

VRA has one of the most up-to-date accounting software packages. We are among the
leaders in the country whether private sector or public sector...in fact, I can say we are
doing well even by international standards because our systems do not differ very much
from [that of] Ontario Hydro, for example... our systems are adequate and could not be
described as deficient in anyone's language (interview no. 51).

111



In terms of changes in the Authority's requirements (especially over time), a senior member of

the Finance Department remarked:

An agreement has been signed with Computron for updating the packages. This is done
through subscription. Whenever there are local changes (in Ghana), they try to
incorporate these into the package (interview no. 13).

Organisational participants had an overwhelming perception that because the system is

continuously up-dated, staff members of the Finance Department are currently able to provide

management with up to date information®. This perception is captured in the following remarks:

Certain managerial information which could not be provided within some time limits are
now readily available. Delays in report generation which was a major problem in the
early days of the Authority seem to be gone forever. There are no excuses today
(interview no. 13).
For instance, organisational actors recognised that prior to the implementation of the current
system, they spent an enormous amount of time on variance analysis and budget preparation.

With the introduction of the current systems, they are not only able to perform "what if analysis",

but budget preparation and variance analysis take less time to do.

The introduction of the current systems also resulted in some problems as perceived by other
organisational actors. Perhaps the most important of these problems is the lack of sufficient
training for users of the system. Quite often users do not explore the full potential of the system

because of lack of sufficient knowledge of the system. As one respondent noted:

There use to be the case that we had no computers. Today our problem is not one of lack
of computers, but how to maximise the utility of these machines. May be with time...
(interview no. 13).

Another important problem is that, "the system recommends decentralisation, but the Authority
has not been able to completely decentralise its financial system" (interview no. 31). The next

sub-section looks at how the current systems enable the Authority to manage its cash and

3" This view was shared by most senior staff members of the other Departments when
they expressed their opinions about the effectiveness of the systems at the Finance Department.
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disbursements by presenting the interviews/discussions between the researcher and staff of these

Divisions of the Finance Department.

4.5.4 Treasury and Disbursement: Local and Foreign Cash Management

Killick (1980)*' identifies cash management as one of the major problems of managing state own
enterprises in sub-Saharan African countries. Killick observes that this results from the existence
of very high incentives for organisational actors to defraud these enterprises. With growing
concerns about the proliferation of such cases in the management of state owned organisations
in developing countries (see also Bhatia and Batra, 1995), it was thought necessary to investigate
the cash management procedures of the Authority in order to evaluate Killick's concerns within

the context of the VRA32.

Unlike most state owned enterprises which do not have separate Units or Divisions with the sole
responsibility of treasury and cash management, the VRA has always found it necessary to
maintain such a division since it was established (interview no. 14). A respondent who has been

with the Authority for over twenty years noted that:

...we have never had any problem with our cash management. The reason is simple, the
existence of a well designed cash management model does not leave any incentive
for ... staff members, whether senior or junior, to indulge in cash misappropriation or
mismanagement (interview no. 14).

Some organisational actors pointed out that cash management is not a problem at VRA because
financiers often review their policies to ensure that the Authority always seeks to maximise the
use of cash resources by rigorously controlling receipts and payments. To ensure the continued
support from the financiers, the existence of well designed cash management systems has

become one of the major organisational policies of the VRA. To implement this policy:

The responsibility for the strategic management of the Authority's funds is vested in the

31 See also Killick (1978).

32 Perhaps a recent illustration of Killick's concern is captured by the case between the
Ghana Government and Dr Agyei-Marfo (former Managing Director of Ghana COCOBOD).
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Director of Finance. Responsibility for operational decisions to meet the strategic
investment and cash management targets is delegated to the Treasury Manager (Finance
and Accounting Manual, 1995, p. H3).

Discussions with the Director of Finance, the Disbursement Manager and the Treasury Manager
provided the researcher with a description of the cash management model which the Authority.
currently has in place. This Model and the perceptions of its effectiveness are presented in the

next sub-sectiorn.

4.5.4.1 The Cask Management Model *
To ensure the proper management of the Authority's cash resources, detailed procedures are
provide! on ine man: gement of receipts and payments,:c:ashi forecasting, and foreign currency .

managemeni. These detailed procedures form the cash- management model.

a. Management of Receipts and Payments

Organisational participants maintained that the main objective of receipt and payments
management is to ensure optimum levels of cash in the Authority's coffers. The Director of
Finance is responsible for collecting and monitoring customer debts through the Financial
Accounting Manager and Area Finance Officers as appropriate. In some instances, the Director
of Finance is allowed to delegate debt collection to other executives but still remains responsible
for the tasks. To carry out his debt collection functions, the Director of Finance relies on a
debtors listing of power sales (generated by the Financial Accounting Manager) by the close of
business on the fifth working day of each month. The procedures for invoicing and collection

is summarised below:

a) The VRA customers are required to settle outstanding balances within 30 days of being
invoiced (or sooner if possible), unless different terms of trade have been authorised by
the Chief Executive;

b. if debit notes or invoices are being raised in respect of work carried out for third
parties, then the debit note/invoice must be separately identified and costed, regardless
of whether this working forms part of a larger sale;

c. invoices must be prepared accurately, thereby giving no cause for dispute or re-
invoicing;

d. customers must be invoiced promptly, and at least within 5 days of the supply in order
to maximise the collection of debts. Officers responsible must be prepared to justify any
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delay exceeding 2 days between the supply date or date of despatch of goods and the
issue of the appropriate debit notes or invoice(s). Accordingly, any attempt to delay
invoicing in order to reduce the number of debit notes or invoices sent to customers is
wholly unacceptable (Finance and Accounting Manual, 1995, p. H6).

On the issue of collection, the Manual adds:

a. local power customers must pay, wherever possible by direct bank transfer. Foreign
power sales customers must pay by automatic bank transfer to the appropriate foreign
exchange account.
b. remittances in respect of miscellaneous sales must, wherever possible be paid by bank
transfer, cheque or salary deduction (the latter being applicable if the debt is owed by an
employee of the Authority). The payments of invoices or debit notes in cash should be
kept to a minimum (ibid).
Organisational actors maintained that the practical operation of these organisational policies are
stringently enforced. Most respondents maintained that they always have to observe these rules
because of the strong importance management accords to them. For instance one respondent

observed:

That is my job and I cannot take any risk by not complying with the policies.... It does
not cost me much to follow the rules strictly, why should I risk my job (interview no. 50).

Another staff member noted:

We have to follow the rules. No one is irreplaceable at the VRA... That is why we
are seen [by outsiders] as better than most other organisations (interview no. 01).

The Director of Finance is also responsible for payment of the Authority's obligations. As a
general policy, payments of the Authority's obligations are usually made by cheque. In some
cases however, payments to creditors can be made by standing order or payment transfer. In such
cases, the review and authorization procedures are the same as those for cheque payments. To
ensure maximum control over payments, the Authority not only has specific policies on opening
and closing bank accounts but also has two signatories for every cheque. While the first group
of signatories is made up of the Chief Executive, Deputy Chief Executive (E&O), Deputy Chief
Executive (CP&F) and the Director of Finance, the second signatories include the Deputy Chief

Executive (R&S), Board Secretary, and Director for Special Duties. At least one first and one
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second signatory are required for any payment by cheque to be effected. On the issue of

embezzlement, a senior staff member remarked:

..I have been working here for the past 33 years and there has never been any
embezzlement case. Our signatories are trustworthy professionals who will never sacrifice
their pension, benefits and reputation for fraudulent behaviour... I have myself been a
signatory for a number of years and know what it is....(interview no. 55).

b. Cash Forecasting

Another important aspect of the cash management model involves cash forecasting. The Treasury
Division usually forecasts the cash position both for the effective management of individual cash
receipts and to enable the Authority to manage its overall cash position in accordance with its

stated cash management policies. A respondent in the Treasury Division noted:

effective cash management requires effective cash forecasting and VRA engages in
detailed cash forecasting both in the short term and long-term (interview no. 14).

Two types of cash forecast are usually prepared: the weekly cash forecast and the three monthly
rolling cash forecast. With the weekly cash forecast, a comparison of the actual and approved
cash movements for the previous week and forecasting the flow for the current week are
provided. Where necessary, unusual items in the weekly forecast must be explained and a note
explaining any amount which is significantly different from previous forecast must be provided.

Weekly cash forecasts are usually reviewed and signed by the Director of Finance.

In addition to the weekly cash forecast, a three monthly cash forecast is usually prepared every
month (on a rolling basis). These forecasts are submitted to the Director of Finance on the first
Monday of each monthly accounting period together with explanations for material variances
against the previous month's projection. On the effectiveness of the cash forecast model an

organisational participant noted:

...the cash forecast model is effective because it is designed in such a way that the
weekly cash forecast are meant to ensure that cash management problems are brought to
the attention of senior management without any delays... (interview no. 08).
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¢. Foreign Exchange Management

Foreign exchange management procedures provide the third dimension of the cash management
model. The VRA has a policy of covering all "foreign currency exposures" (i.e. committed
payments in specific currencies not matched by contracted receipts in the same currencies) at the
point the funds are committed under a purchase agreement. No Department, Section, or Division
has authority to enter into foreign exchange contracts. A senior member of the Finance

Department remarked:

it is a serious misconduct for any staff to engage in any form of contract whether foreign
or local without appropriate authorization....However, in the case of foreign exchange
transactions, Departments, Divisions and Sections are simply not permitted to enter into
any contracts, involving receipts, payments or any commitments whether now or in the
future, with any institution or customer (interview no. 07).
Authority for foreign exchange contracts is vested in the Chief Executive through the Deputy
Chief Executive (CP&F) and the Director of Finance. The Treasury Division prepares a six

month (rolling) forecast of the Authority's foreign currency exposure each month and submits

this to the Chief Executive, Deputy Chief Executive (CP&F) and Director of Finance.

An estimate of foreign currency cash receipts based on outstanding power sales balances,
forecasts power sales, forecast exchange rates or any other factors likely to affect the receipt of
foreign exchange is prepared on a monthly basis. In addition, all payments in foreign currency

are arranged by the Treasury Manager and authorised by the Chief Executive.

4.5.4.2 Follow-up Discussions on Treasury and Disbursements

The researcher started the discussion in this area by seeking the views of organisational actors
on the practical effectiveness of the cash management model. Organisational actors perceived
the cash management model as a very effective tool in the entire management of the Authority.
To buttress their views, organisational actors provided examples of how the systems have worked

over the years. For instance, it was noted that:

As far as the VRA is concemned, there has never been a problem of cash embezzlement...
Not even in the early 1980s when some public sector organisations were said to have
"ghost names" on payrolls. The system does not leave room for such behaviours
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(interview no. 14).
Similarly, another supervisory staff member remarked:

I have been working here for more than twenty years and I can't recall any incident of
cash mismanagement or embezzlement (interview no. 08).

Since most organisational actors were so optimistic about the effectiveness of the cash
management systems, the researcher asked whether it was not possible for embezzlements or

mismanagement to go unnoticed for a long time. In response to this a senior staff member noted:

Never, it is not possible at the VRA. With the systems we have here, never can such a
practice go undetected... The controls are solid... (interview no. 14).
Asked whether the cash management model could be viewed as a perfect management tool. The

staff member observed:

I am not suggesting that it is perfect. It makes it difficult for mismanagement and
embezzlements to go undetected. It nevertheless has its problems. For instance, E.C.G.
is currently owing the Authority huge sums of money. We are unable to recover this from
them at the moment but we still have to supply them with power because of
circumstances beyond our control (interview no. 14).

What are these circumstances?

Obviously these have to do with political reasons. As you are aware, E.C.G. distributes
power in the South. The Government will not allow us to deny E.C.G. power on the
grounds that they have failed to honour their credit obligations. This is a major limitation
of the system (interview no. 14).

4.5.4.3 Summary of Tariff Setting, Computerisation, Cash Management and
the Concern about Deficiency.

The discussion of these accounting and financial management issues have revealed that the VRA
does not only have well designed systems for price setting and cash management, but also the
extent of computerisation of the Authority's systems could not be described as inadequate.
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