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Abstract

This thesis constitutes an empirical study of accounting in action, focussing attention on
patient based cost systems. The thesis contributes an in depth understanding of the
mobilisation of casemix and related information systems at a large regional hospital, Health
Waikato (HW), in the centre of the North Island of New Zealand. The field research consisted
of primarily unstructured and semi-structured interviews and documentary analysis. I present
the research in the later part of the thesis from a constructionist, interpretive perspective. This
consists of richly descriptive case studies of aspects of the change process as it has impacted
upon the research site. The themes of the analysis are related, at the macro level, to the
resurrection of neoclassical economics policies and the relative ascendancy of free market
solutions. The process through which areas of knowledge and in this case particularly public

policy become problematised is explicated.

My research attempts to describe the experiences and perceptions of medical and
managerial\financial staff at a work unit level within a single hospital. A part of this process
has involved investigation of the implementation of traditional accounting technologies in
unfamiliar environments. The research is primarily concerned to elaborate upon the social
context of accounting systems implementation using theoretical insights derived from Latour
(particularly: 1987, 1993). The research has sought to explicate the change process as a process
of translation. Traditional accounting techniques have been explicated as "black box"

technology with which the organisation has been redefined in economic terms.

In the study, the power of accounting in the translation and inscription of data (the fabrication
of accounting systems per Preston et al, 1992), is central to understanding the role of
accounting systems as technology. Drawing from the work of Latour helps to provide a frame
of reference to allow an assimilation of disparate changes and influences as they have come
to affect the health sector at a national level, within New Zealand, and also at an organisational
level, within a large regional health provider. The research contributes in explicating the
relevance of Latour's rules of method, and underlying theoretical framework for an
organisational analysis focusing upon accounting. Latour uses a very general conception of
technology which encompasses anything emerging from what he terms the process of

“translation”. In this context Latour uses the term to refer to the production or “fabrication”
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of “quasi-objects”. This is most easily seen as consisting of the physical objects which
“populate our western societies”, but for Latour also includes inscriptions and “facts/artefacts”.

I regard accounting and information systems as consisting of mixtures (or perhaps

“collectives”) of technological quasi-objects in this very general sense.

The focus of the research has been upon the identification of problems, the choice of
accounting techniques and their implementation. Together with other devices the use of
accounting techniques may be seen as a central part of the process through which change is
made acceptable within the organisation. Supporters are enrolled into the change process in
part by being exposed to the accounting inscriptions which are used to represent the cost and
profit "reality" of their unit and the whole organisation. The research process has involved
detailed investigation on a case by case basis to enable a thorough description of the

accounting techniques being put in place.

The title of the thesis is based on Latour (1987) “Science in Action”. Conventions developed
in Actor Network Theory might suggest my title would be better understood as “Accounting
as Actant” but it seems to me that Latour was clearly aware of this same point when he chose

this title for his book.
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Chapter 1: Introduction

If we want to make sense of the glue that sometimes, and precariously, holds both us
and our societies together then we can no longer afford to ignore the material

heterogeneity of arrangements such as accounting systems. (Law, 1991, p.186)

...for a RM [Resource Management] system to get off the ground and be sustained
requires a network to hold together - including both human and nonhuman elements.

(Bloomfield et. al., 1992, p.202)

1.1 Introduction

The purpose of my thesis is to contribute to an understanding the role of accounting and
budgeting systems. The immediate context of the research is the application of a casemix
accounting system in a large regional health provider in New Zealand. The broader context is

that of the sweeping health reform policies which have been applied in New Zealand since the
late 1980s.

My research methodology is informed by theorists who have contributed to the sociology of
scientific knowledge (SSK) and Actor Network Theory (ANT). I have drawn most heavily
from Latour. The panicuiar interest of my research is to illuminate our appreciation of
accounting systems as technological objects. The role which accounting systems come to play
in the processes of change in our public sector and commercial institutions is of very
considerable moment. This thesis seeks to clarify the way in which accounting comes to play
a part in the plans of policy makers and managers in their attempts to convince others of the

'rightness' of their prescriptions for change.

Accounting systems are seen to play a central and crucially constitutive function in the
establishment of system/social changes within organisations. But this role is not the simple
implementation of a new information system which provides an increased emphasis on

rationality in decision making, nor merely the oppressive control and monitoring which might
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be indicative of a more critical view (Chua and Degeling 1993). Accounting systems may also
be seen as important allies by human actors who are seeking to convince others of their ideas.
Perhaps more crucially such accounting systems, not only promote a particular view of the
activities of an organisation or a subunit, but in their very implementation and operation
'mobilise’ other organisational members in a particular direction. People are 'sucked in' to the
accounting system, either in the more conventional manner, because they are constrained to
use the numbers the system reports, or more surreptitiously, because their operational actions

and activities are what contributes data to the system.

1.2 How the Research Developed

I have long found it difficult to explain the apparent popularity of accounting as a career. I
have also continued to be surprised at the size of accounting firms and the apparent success
of accountants to expand the demand for their services. Accounting systems seem to have a
remarkably strong role in modern society in spite of what seem significant problems of the

“accuracy” and “effectiveness” of accounting numbers.

I learnt as a student of accounting, at school and university, through the seventies: that
accounting figures were problematic; that one needed to take great care about how far one
should go in extrapolating interpretations from accounting ratios; that when looking at
accounting for decision making one must be very certain that you had the right costs for the
purpose. Later this still appeared to be true in taking and passing professional examinations.

Still later is was even more true of studying for and writing for a masters degree in accounting.

My characterisation of accounting above is what I believed. But it does not dispel the fact that,
at its core, my love of accounting was because of its certainty and what at times seemed its
perverse logic. It was natural then, perhaps, that as my research interest developed in this
thesis, that I should be drawn to looking deeply at the affects of accounting systems

themselves.

Hopwood (1978) argued some time ago that we know very little about how accounting
functions in organisational contexts. He called for research into the actual functioning of

accounting. A large literature has developed in response to such calls (see also Burchell et al,
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1980; Kaplan, 1984, 1986), to learn more about accounting in practice. Nevertheless we still
remain in need of theoretical explanations of the pervasive influence of accounting in action
(Chua, 1995). As the empirical literature has developed one critique has been that researchers
have been too eager to apply various social theories and particular theorists to accounting
rather than developing theories of accounting (Scapens 1990 and particularly Humphrey and
Scapens, 1996: see also rejoinders by Llewellyn, 1992; Scapens, 1992).

In trying to develop a thesis topic, a first idea was to research the difference between
accounting as espoused (eg., as in ABC literature) and as it was practiced in local
organisations. Typically, such studies have been conducted in manufacturing settings. In my

case I became attracted to a hospital setting (see discussion regarding access in chapter 4,

section 4.2.1.).

During my research it became increasingly apparent that the accounting systems in the health
sector were being transformed to reflect more closely those associated with a typical
manufacturing environment. The move towards “patient-based' costing systems was
accompanied by a new interpretation of hospitals as “manufacturing' units, with measurable
outputs that could be purchased. The integration of an accounting logic into a place where it
had been excluded was interesting. It raised questions about the increasing influence and
pervasiveness of accounting in modern institutions. The rapidly changing “culture' of NZ
hospitals seemed to provide an excellent site for fieldwork attempting to understand the way
in which accounting played an active role in such changes. How are accounting systems

introduced; how are people persuaded to use them; what resistance is mounted?

It was with such questions in mind that I began fieldwork. The original aim was expanded to
a wider appreciation of the role of accounting in effecting change. To my mind explanations
of the often central role accounting information plays in organisations and society cannot be
explained away without always leaving some mystery. In being drawn to explain this
uncertainty I found myself increasingly drawn to the need to engage closely with accounting
systems. It seemed natural then that I needed to mobilise a field research methodology (the use
of case research is explained in detail in chapter 4). In beginning the research such an in depth

approach in, as it turned out, a single organisation would be most appropriate.

Case research would enable me to go to the level of detail in feel appropriate to the



4

explications I desire. Later as I will explain in more detail in chapter 4, section 4.2, a case

approach combined with a view of accounting as technology became the way forward for my

research.

1.3 The Problematisation of Health Issues

The thesis describes the process by which issues are identified as suitable for attention. This
process of 'problematisation’ is examined at the national level with respect to the selection of
the health sector for attention, and the subsequent reform of the health sector institutions by
the 4th Labour and subsequent National governments. The problematisation process also plays
a significant role at the organisational level and within individual organisations. In the case of
this research such problematisations at the organisational or unit level have most notably taken
the form of the use of rhetoric in the mobilisation of human and nonhuman allies to convince
other organisational members of the need to adopt more market based interpretations of the
performance of their activities and of the organisation. Such problematisation where successful
would then seek to promote a positive view of casemix accounting and related accounting

systems as offering the required solutions to such problems.

At the national level the use of inscriptions resulting from the accounting for health services
can be seen to play a role in a much broader process which effectively problematised the
nature of the health sector in general and notions of a publicly administered health system in
particular. Notions of the efficiency of private sector management techniques were widely
promoted as suitable to deal with 'established' inefficiencies in the health system. Views of the
universal availability of 'free' health services, accessible to all New Zealanders were attacked
in a number of ways, one of which involved the establishment of a 'Core' Health Services
Committee (CSC) which would seek to establish a list of those services which might
'reasonably' be made available universally (National Advisory Committee, 1992a, 1992b,
1992c, 1993). Though the CSC has not been successful in producing such a list of health
services, its activities, combined with the actions of others, has led to a significant perceived

change in the public attitude to the availability of health services.

At the organisational level various devices have been brought to bear, within the hospital, to

problematise issues related to the provision of services. These issues have included the scope
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of operations of the institution, the provision of certain clinical and clinical support services

and with general operational efficiency.

The institution studied was established along with 22 other public health providers as a Crown
Health Enterprise (CHE). Most of the larger CHEs were 'commercialised' as loss making
organisations though with new management who were to run 'make a profit' as soon as
possible. The continuing losses which these institutions made over the next few years were
later used as a device for increasing the pressure on staff for cost savings. Management
underwent significant restructuring at the time the CHEs were established, new people with
private sector experiences and attitudes were frequently recruited. These new managers were
very keen amongst other things to promote the need for 'management information'. A crucial
element of the new management information was to be the reporting and monitoring of clinical

volumes and efficiencies through a casemix accounting system.

1.4 Providing Rich Descriptions of Accounting in Action

The thesis seeks to explicate the processes involved in constructing and reconstructing
budgeting systems within a large New Zealand health provider. The processes through which
accounting procedures and systems are constructed are rarely made explicit. The ability to
follow the implementation of a sophisticated casemix accounting system offers an excellent
research opportunity to study the manner by which accounting and budgeting systems are con-

structed or fabricated.

Rich descriptions of the nature of accounting system implementation are provided from in
depth analysis of research experiences in a number of subunits within the hospital. The
descriptions seek to explain the involvement of accounting system as allies in support of
organisational change. It is partly due to the ability of accounting to provide convincing
inscriptions and representations in supporting particular ways of seeing the organisation which

is important in dealing with the processes of change. Such inscriptions are inherently partial.

Accounting and budgeting systems within hospitals are increasingly affected by changing
attitudes to the public provision of health care; perceptions of the efficiency and cost of health

care; changes in medical technological and ideas about appropriate ways to manage hospitals.
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The view that is taken of these preconditions may be influential in affecting how one might

conceptualise the development of particular accounting and budgeting possibilities.

The thesis seeks to examine both how health policy changes influence accounting possibilities
and what forms such accounting takes. Later chapters (7 through 9) trace the path of these
accounting system developments within one large regional health provider to their acceptance
as unproblematic and uncontested technologies of management. The implementation of
systems of casemix accounting at the Health Waikato CHE is described in order to illustrate
the effects of such accounting technology. The approach taken to the research in this study is

closely related to that adopted by Hopwood in describing the analysis of the process of

accounting change:

Rather than either assuming what accounting must be or deriving any retrospective view of the necessity
of what happened, the cases [analysed] will demonstrate the need for an appreciation of change to be
based on a more detailed awareness of the means through which accounting comes to be embedded
within an organization and the processes which provide a basis for accounting solutions to be related
to other organizational problems and phenomena (Hopwood, 1987, p.227).

While Hopwood's main concern is the constitutive role of accounting this thesis concentrates
on the 'processes by which people attempt to enmesh accounting innovations within the
functioning of organizations and the processes by which new patterns of language, meaning
and significance emerge through the fabrication of accounting and budgeting systems '

(Preston et al, 1992, p.562)

1.5 Accounting as Technology

The ability to [re]present accounting as technology is a critical part of understanding the role
played by accounting in the problematisation and 'enrolment’ processes (Chua, 1995). A
concern of this research is to use this metaphor of accounting as technology to assist us to

understand and make sense of accounting and budgeting systems.

The spread of ideas and their conversion to accepted facts is analysed by Latour (1987a) as a
rhetorical process. Statements are in the 'hands of later users', the fate of such statements
depends on how those who come later use these earlier ideas. A fact is only established as such

when a following is built up which uses such ideas increasingly and without modification. If
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a statement is made but is never used, if an academic paper is written but never taken up by

others [never cited] then it may as well never have been written.

Fact construction is so much a collective process that an isolated person builds only dreams, claims and
feelings, not facts. One of the main problems to solve is to interest someone enough to be read at all;
compared to this problem, that of being believed is, so to speak, a minor task. (Latour, 1987a, p-45).

In accounting the equivalent is the acceptance of the accounting system, the spread of the
system through the organisation as other users and providers of data accept the accounting
technology as fact, as a 'black box' which can be accepted without modification. The networks
constituted by accounting systems spread in this manner. Challenges are muted as a
consequence of the strength which the network achieves at least in part as a consequence of
the contribution of the many operational staff who input data to the system. The system acts

to process this data and recalculate and recombine its elements in the fabrication of convincing

'Inscriptions’.

While it is appropriate to conceive accounting systems as technological objects, accounting
information may be regarded as inscription. It is the ability of accounting to represent and
translate aspects of the organisation's environment into financial numbers which provides the
key to the widespread use of accounting information. A consequence of the ability of
accounting to inscribe information in this manner is to enable the 'principals' and controllers
of the system to accumulate knowledge 'at the centre' and at the same time to provide
convincing representations of the environment. The power of inscriptions is to enable 'action
at a distance', which is prized by those who would seek to persuade, enrol and control others.
In accounting Robson (1991, 1992, 1993, 1994) has developed such ideas, informed by Latour
(1987a).

There is a growing literature dealing with the social implications of technology. The concern
of this research is to examine how technologies are fabricated, and there is an emerging body
of literature that focuses precisely on the creation of scientific facts and accepted technologies.
These social studies of science and technology (e.g. Callon 1986; MacKenzie & Wajcman;
1985; Bijker et al., 1987) offer detailed examinations of what technologists and scientists do,
and how they interact with each other and others to produce what will be accepted as

technology.

Bruno Latour has provided an enthralling and illuminating analysis of the production of
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technoscience (1987a). Technoscience is broadly defined to include society and technology,
while technology may also include conceptions beyond the conventional. Preston et al.,

interpret Latour's conception of technoscience in the following manner:

Technology [technoscience] can be an artifact (a budget document), the processes or uses of the
technology (e.g. producing and making use of a budget) and the knowledge of people in designing or
operating the technology (e.g. the "know how' that specifies the relationship between predicted costs
and specific activities). (Preston et al, 1992, p.562)

In following Latour it is necessary to accept a number of suppositions surrounding the nature
of science and the production of facts and artifacts. Latour suggests that in order to better
understand the nature of a technology we should examine the processes involved in its
'‘translation’ or fabrication. Scientific facts and technical artifacts, such as instruments and
machines, are not viewed as being part of a pre-existing natural order, simply waiting to be
discovered. Facts are the result of an elaborate process of translation, which relies on the
ability of a principal to bring others in to accept their conception of the issues and accept their
solutions. Statements are in the hands of later users, and consequently facts are only produced
when they are accepted by sufficient others. Technology only becomes established in use, if

a technology or machine is not adopted by others it quickly becomes an artifact.

Latour (1987a) argues that we should study science "in action" and not ready-made science.
As a consequence the emphasis of this research is on the processes through which accounting
systems are developed. The thesis aims to describe the environment which surrounds the

development of and implementation of a casemix accounting and budgeting system.

1.6 Objectives of the Research

The motivation of the research is to seek to explain the role and functioning of accounting in
the health reform process. This is a very significant area of research, where accounting is being
mobilised in a process, whereby major social and economic changes are being engineered in

response to a particular world view.

The thesis examines both how health policy changes influence accounting possibilities and
what forms such accounting takes. The thesis seeks to provide an understanding of accounting

in practice; of accounting in action and most particularly engage with and explicate the view
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of accounting as actant. I will examine in detail the implementation of accounting systems at
the hospital in order to explicate organisational impact of such systems. I will seek to explain

the adoption of a number of traditional accounting techniques to address issues of cost, control

and unit reporting.

In depth case analysis will be used to explicate the selection and implementation of established
accounting technology within a variety of different medical and support service areas within
the hospital. The use of traditional accounting technology in this manner may be seen as an

attempt to "enrol" supporters within the organisation by using "black boxes" (Latour, 1987a).

My research seeks to show how accounting systems become pervasive and complex networks
throughout the organisation. I will show in the case chapters (7 through10) how the influence
of accounting information spreads as a result of the combined and often largely uncoordinated
efforts of many actors. Organisational members increasingly provide 'accounting' data in the
course of their normal work activities. Casemix data is collected as nurses record patient
acuities in order to provide evidence of their daily activities. Clinicians in completing patient
medical records record diagnoses which are later coded and transformed into electronic

representations.

This research intends to add to theory in respect to the continued acceptance and use of
conventional accounting systems. The accounting systems which are being implemented
within the hospital display a number of traditional elements including: overhead allocation,
product costing and divisional budget reporting. The systems being put in place are claimed
to be capable of providing information of a strategic nature, covering such areas as quality
management, the identification of value added versus non-value added activities, process
improvement and the like. The thesis attempts to see what other explanations might be

appropriate in explaining the continuing attraction of such traditional accounting systems

1.7 Overview of the Thesis

Having provided this orientation to our analysis of the implementation and construction of a
budget system, we can clarify the organization of the thesis. The structure of the thesis will

proceed as follows:
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Chapter 2: Positioning in the Literature

This chapter will review the relevant literature within accounting and related areas of
organisation theory. The intention is to situate the thesis in the accounting literature as a
precursor to a more detailed consideration of the philosophical and methodological

implications of Latour's "sociology of translation" and its appropriateness.

Chapter 3: Methodology

This chapter will provide a discussion of the theoretical framework which has informed the
research. The chapter presents a discussion of Latour's theoretical constructs including the
sociology of translation. Critiques of the sociology of translation and Actor Network Theory
(ANT) are considered. Broadly this chapter will support a constructionist interpretive

methodology.
Chapter 4: Method

This chapter will describe the application of Latour's rules of method to inform the research
process. The discussion will show how borrowing from Latour enables the explication,
description and observation of social situations within the organisation studied. The use of
intensive research methods, such as case research to enable the researcher to better appreciate

the nature of the process of change within organisations will be stressed.

Chapter 5: Macro - New Zealand Government Policy Post 1984:

An Exercise in Problematisation

This chapter will involve a discussion of what appear to be the central features of the process
of policy change over this period and the underlying influences which have been identified as
motivating the policy adjustments, some of which have been of an extreme nature. These
factors and events will be theorised following Callon (1986) and Latour (1987a). This will
involve applying a framework of interpretation based on the concepts of Latour's sociology of
translation. Material on problematisation, the state, and government will be used in order to
provide a explanatory frame of reference which will enable us to make sense of the process

of change in the political economy in New Zealand. The sociology of translation will be used
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to explain the processes which underlie the changes and will be used to capture effects such

as the role of Treasury and other institutional "allies" in the production of government policy

especially after 1984.

Chapter 6: Reform of the New Zealand Health System:

Problematisation, Inscription and Change

This chapter will seek to explicate the changes in the New Zealand Health sector informed by
the concepts of problematisation, inscription and the construction of networks (Callon (1986)
and Latour (1987a, 1993). This will involve applying a framework of interpretation based on
the concepts of Latour's sociology of translation. Material on problematisation and inscription
will be incorporated into the chapter in order to provide an explanatory frame of reference

which will enable us to make sense of the processes of change in the New Zealand Health

Sector.

Chapter 7: The Construction of a Network at Health Waikato: The 'Towards Clinical
Budgeting' Project

The chapter provides an overview of the implementation of Clinical Budgeting at the research
site. The purpose of this and the following three chapters is to provide an explanation and
understanding of developments in casemix related information systems at a large regional
hospital, Health Waikato (HW), in the centre of the North Island of New Zealand. The themes
will be explicated and theorised drawing upon the sociology of translation (Latour, 1987a).
The power of accounting in the translation and inscription of data (the fabrication of
accounting systems per Preston et al, 1992), will be a central theme in understanding the role

of accounting systems as technology.

Chapter 8: DRG Coding, Casemix Accounting and the Sociology of Translation

The adoption of DRG coding as a central feature of the mechanisms of the health reforms in
New Zealand will be examined by describing the experience of one major health provider.
Attempts to bring clinicians into the management process and to control their activities are

described. The collection and provision of information for management and contracting
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decisions/negotiations is central to the adoption of the DRG technology. Problems associated
with the introduction of and widespread implementation of the DRG coding system are
discussed. In particular the part played by the DRG coding system in providing impetus to the
Casemix system, in enrolling allies for Casemix and convincing people of the need for change

are explicated from a theoretic perspective.
Chapter 9: The Construction of Patient Costs and The Management Reporting System

In this chapter the implementation of clinical budgeting through the Transition casemix system
will be examined by describing the experiences of people within the hospital, and particularly
by considering some aspects of the casemix system in detail. The design of reports to different
levels of management and for differing parts of the organisation are considered along with a
central feature of the patient costing system, that involving the use of 'Relative Value Units'
(RVUs). These RVUs play a conventional management accounting role in the clinical

budgeting system in enabling the use of standard costing and variance analysis.

Chapter 10: The Role of Accounting in the Processes of Health Reform:
Providing a 'Black Box' in the Costing of Blood Products

In this chapter the application of traditional management accounting techniques to the
calculation of blood product costs will be described. The provision of such product costs
constitutes one element of the support or "feeder" information which is required in order that
the casemix system can provide actual cost information on the "total" cost of an episode of
care. Similar costing exercises were carried out in other areas of the Clinical Support Services

Division, as cost data were established for such services as radiology and laboratory tests.
Chapter 11: Concluding Chapter

This chapter will provide the concluding section of the thesis. Drawing from Latour helped to
provide a frame of reference to allow an assimilation of disparate changes and influences as
they have come to effect the health sector at a national level, within New Zealand, and also at

an organisational level, within a large regional health provider.
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1.8 Concluding Comments

The central objective of the thesis is to examine and describe the creation of particular
technologies of accounting. This will involve some detailed descriptions of the nature and
structure of accounting systems at the hospital (Chapters 7 through 10) and the way in which
these systems link different areas within the organisation. Networks will be traced in order to
understand the way in which accounting spreads a calculative emphasis throughout the
organisation. A related emphasis is placed on the influence which the specific accounting and
budgeting packages have on changing ideas about how the organisation is to be represented

and the procedures and calculations that are made possible by the technology.

While the focus of the chapters on accounting within the hospital are concerned to examine
the creation of techniques and technologies of accounting in the chapters on the setting of
government and health policies (chapters 5 and 6) the analysis is more concerned with the
‘programmatic discourses within society as a whole' (Preston et al, 1992, p.563). The emphasis
in this section of the thesis is closer to that of Miller and Rose (1992) or Miller and O'Leary
(1987) and Lehman and Tinker (1987). These writers examine general discourses, institutional
and hegemonic structures surrounding efficiency movements, concerns with governing society
and shifts to authoritarian management. This thesis seeks like these writers to show how these
programmes and national policy initiatives interconnect with accounting technologies. The
overall aim is to demonstrate the crucial link between the local and the global, the need for
adequate accounting technology at the level of individual organisations in order that national
policy objectives might be fulfilled (Miller & O'Leary, 1987, p. 240). Such links are crucial
if changes at the national level are indeed to be effected and effective at the organisational

level.

The next chapter will review the relevant literature within accounting and related areas of
organisation theory. The intention is to situate the thesis in the accounting literature as a
precursor to a more detailed consideration of the philosophical and methodological

implications of Latour's "Sociology of Translation" and its appropriateness.



14

Chapter 2: Positioning in the Literature

Over the years we have amassed a great body of knowledge about the corporations: for
the interested student there are innumerable figures, facts, books, papers and articles,
speeches, lectures, seminars and courses, studies by accountants and systems analysts
and management scientists and sociologists and stockbrokers, and endless tables of
statistics. Unfortunately, our understanding has not grown alongside our knowledge:
indeed, the more facts they know, the more most people seem to despair of ever
coming to a real understanding of the corporations, of the whole which is made up of
so many complicated parts. As the need to understand these institutions grows, so the

possibility of doing so recedes. (Jay, 1967, p.11)

2.1 Introduction

This chapter will provide a discussion of the relevant literature in order to situate the thesis.
The chapter will proceed in the next section by considering the call for the use of an increased
breadth of research methods in accounting research. The following section presents some
discussion from the accounting literature on the selection of research methodology. Discussion
of the contributions of accounting research to the understanding of the role of accounting in
the public sector, and public sector change will be covered in the fourth section of the chapter.
This is followed by two sections which consider the contribution of interpretive and critical
methodologies to the explication of management accounting practices within organisations.
A final section will introduce Latour’s sociology of translation and review the interpretation

of his concepts within the accounting literature to date.

2.2 The Call for Greater Diversity in Accounting Research

There has been considerable debate since the early eighties, over the pre-eminent position of
accounting research based on empiricist, positive, classical economic or management theories.
Much of the research is argued to be inappropriate to an essentially social activity. Research
from the traditional paradigm is typically criticised for the 'taken for granted' nature of its

underlying assumptions. These assumptions regarding the behaviour of organisational
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members are clearly simplistic.

Bounded rationality and responsibility were the distinctive attributes of the individuals that were to
inhabit the "democratic" corporation. The leadership role of executives was to supervise and direct the
activities of individuals endowed with such capacities.” (Miller and O'Leary, p.493).

Many writers have argued strongly and convincingly for the relevance of an epistemology and
ontology based on the social construction of reality and critical theory. Among these are
Tomkins and Groves (1983), Hopper and Powell (1985). Some of these writings draw insight
from Burrell and Morgan (1979), Morgan and Smircich (1980) and Morgan (1984). Morgan
and colleagues provide a typology (see Figure 2.1) of epistemologies which has been widely
accepted by accounting researchers, though not without some criticism (for example, see

Hopper & Powell, 1985).

Figure 2.1: Broad Methodological Categories
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Figure 2.1 can be seen as providing at once a classificatory scheme but also a justification for
quite distinct and different methodologies in the research of organisations. Both Hopper and
Powell (1985) and Willmott (1993) have, while paying tribute to the contribution of Burrell
and Morgan, criticised the matrix structure for strengthening an unreasonable set of
restrictions on the interpretive and critical researcher. Their principal concern is with the
portrayal of the subjective and objective dimensions as a dualism. Interpretations of Burrell

and Morgan differ even after nearly two decades, but there appears a degree of agreement on
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both the nature of their contribution to research in organisations and this issue of the dualism
of the subjective and objective epistemology basis of sociological research. Many writers do
not accept that this hard division of research approach into either subjective interpretation or
objective evidencing is predetermined. Hermeneutics has been used to illustrate a research
methodology which goes beyond the subjective (Boland, 1989; Morgan, 1988; Bauman, 1978,
Thompson, 1981; Llewellyn, 1993, Willmott, 1993).

2.3 Accounting within Organisations

The summits of the various kinds of business are, like the tops of mountains, much more alike than the
parts below—the bare principles are much the same; it is only the rich variegated details of the lower
strata that so contrast with one another. (Walter Bagehot, as quoted in Jay, 1967, p.2)

Ways of thinking about accounting have changed. Management accounting, in particular, has
escaped from being encompassed by a set of calculative procedures. It is now accepted that
accounting has organizational and social significance simultaneously reflecting and shaping
both structure and behaviour within organisations. As a result there has been increasing
research interest in the meaning and roles attributed to accounting and processual change

involving accounting in organisations. This has led to an increased interest in methodology.

Boland and Pondy (1983) provide the following guidelines for researchers of "accounting in

organisations":

1/ The research must focus on action in organisational settings. The objective is not to
study accounting per se, but to study individuals acting in organisations as they make and
interpret accounts.

2/ The research must use case analysis of specific situations in which individuals
experience accounting systems while solving organisational problems. Accounting comes
into existence in use, and is not done exclusively by accountants. Accordingly, the
perspectives of interest are those of the individual actors. The attempt is to understand
accounting as a lived experience.

3/ The research must be interpretive and recognise the symbolic use of accounting in
ordering and giving meaning to the individual's experience.

4/ The researcher must step out of the actor's frame of reference and take a critical view of
the actor's definition of the situation, in the sense that the actor's purely subjective
interpretation must be transcended.

source: Boland and Pondy (1983, p.226), emphasis added
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Boland and Pondy (1983) provide a valuable summary of the movement within the accounting

literature, and particularly the management accounting literature toward qualitative research

within organisational settings.

Initially changes took the form of calls for an increased attention for empirical research and
less normative theorizing (Tomkins and Groves, 1983; Kaplan, 1986; Scapens, 1990). Kaplan
called for a science of management accounting to be built upon empirical research using the
tools of observation, classification and measurement. But this empirical work remained
implicitly positivist. Its aim was the faithful representation of practice in order that systems
could be designed to enhance the 'relevance’ of accounting to modern organizations (Johnson
and Kaplan, 1987, Johnson, 1992). These writers certainly embraced the " focus on action in
organisational settings", but others were left to argue the case of interpretive research.

Hopwood described the aim of such researchers:

... to understand the meanings which are given to accounting in particular settings... order is as much
constructed as it is revealed by accounting means. (Hopwood, 1983, p. 288, p. 294).

Interpretive research revealed a new understanding of the meanings and roles attributed to
accounting (Burchell et al., 1980; Hopwood, 1983; Meyer, 1986; Lavoie, 1987; Richardson,
1987; Ansari and Euske, 1987; Miller and O'Leary, 1990). Hines described the emerging
interpretive research as, "the sociopolitical paradigm" (Hines, 1989). These writers addressed
Boland and Pondy's plea that "research must be interpretive" in order that it might "recognise

the symbolic use of accounting in ordering and giving meaning to the individual's experience."

In order to mobilise accounting research within organisations Boland and Pondy also called
for the "use [of] case analysis of specific situations". Research using the case study approach
informed by a variety of methodologies became an increasingly prominent feature of the

accounting literature in the late 1980s and is now an established stream of research.

Case study and field research (see for instance Kaplan, 1984, 1986) were terms which became
more commonly used within the accounting literature during the eighties, though not all
authors might concur on their interpretation of the terminology. A number of writers have
sought to contribute to issues of the definition of what type of research legitimately falls within
the terminology of case or field research (Ferreira and Merchant, 1992). Others have sought

to analyse the contribution of case research theoretically (Humphrey and Scapens 1996;
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Scapens, 1990; Scapens, 1992; Llewellyn, 1992; Llewellyn, 1993) and others more
descriptively (Ferreira and Merchant, 1992; Spicer, 1992).

In order to consider how case research might contribute to the accounting literature we can
examine research involving budgetary control systems, to discern 'undesirable' behaviour. This
will involve the examination of organisational settings to identify different types of behaviour
which might then produce cases describing the manipulation of financial data or 'gaming'
invoked by the control system. An objective of such research could be to establish common
features of the instances of these types of behaviour in order to enable researchers to add to
the theory which seeks to describe the effects of such control systems within organisations.
Covaleski and Dirsmith, together with a number of others, have engaged in a number of field
studies which have sought to explain the behaviour of participants in a variety of settings
involving budgetary and financial controls ( Dirsmith and Covaleski, 1983; Covaleski et
at.,1987, 1989; Covaleski and Dirsmith, 1983, 1984 ). In one study involving budgeting in a
hospital the adoption of budgets by controlees' as an advocacy device for their area of
responsibility is described. Another study of a hospital provided evidence which helped

explain and clarify the:

...degree to which [financial information] was mis-specified, delayed, suppressed and overloaded. (
Covaleski and Dirsmith, 1986)

It can be concluded from an examination of the case research literature in management
accounting that much can be gained in understanding of the processes of change within
organisations and organisational groups from such detailed studies. It should be noted however
that the methodological approaches which have been applied in this type of research are
extremely diverse. Consequently it is inappropriate to view case research in accounting as a
closely related research literature. The use of case research informed by Latour's (1987a)
stream within social studies of science as applied in this thesis is most closely allied to the
social constructionist approaches of writers such as Ansari and Bell (1991), Dent (1987, 1991),

Lawrence et al (1994).
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2.4 Accounting in the Public Sector

A rich literature has developed in the organisational and accounting literature in recent times,
especially since the early eighties. A significant proportion of this research has adopted case
research approaches. This growth has coincided with a period of substantial managerial and
accounting change within the public sector. Though accounting systems change is only one
feature of cultural change within the public sector, many commentators regard the accounting
influence as significant (Chua and Degeling, 1993; Chua, 1995; Covaleski and Dirsmith,
1990). The incidence of accounting information systems is increasingly common in public

sector organisational environments.

The effects of accounting change are increasingly the subject of research in the organisational
and accounting literature (Ansari and Bell, 1991; Meyer & Rowan, 1977; Pfeffer & Salancik,
1978; DiMaggio & Powell, 1983; Scott, 1987; Zucker, 1988a and b). Research evidenée is
mixed. In some organizations accounting is centrally involved in work rituals: financial
achievement is central to the notion of success. In others, accounting exists as a practice, but
without, it seems a particularly strong significance (Goold & Campbell, 1987; Miles & Snow,
1978).

Accounting offers representations, highly stylized views, of the world. In the process of this
representing, differing frames of reference or of "reality" are employed which render some
aspects of events important and others unimportant (Hedberg & Jonsson, 1978). The hospital
is an interesting site in this respect since the advent, and implementation, of the managerial
technology is relatively new and is challenging a well and long established alternative. The
role of accounting systems in the organisation appears to be, in part, the supporting of a
rationalist management ethic. Particular assumptions about organization, rationality, authority
and time are embodied within accounting. These concepts may suit some groups’ objectives
and cultures better than others (Markus & Pfeffer, 1983). The use of accounting technology
to provide impetus to the adoption of a profit mentality and support a "concern for costs" ethic
are widely documented in the Public Sector changes of recent times (Laughlin and Broadbent,
1991; Laughlin, 1992; Laughlin et al, 1994a and 1994b; Chua and Preston, 1994; Lawrence
et al, 1994).

The emergent nature of organisation culture and the coalescing of related though often separate
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developments to produce a significant change of environment are a feature of recent changes
in the public sector. Dent describes developments in a large UK public sector organisation in

the early 80s in the following terms:

During the course of the study, a new culture emerged. The previously dominant orientation was
displaced by a new preoccupation with economic and accounting concerns. New accounts were crafted.
Gradually, through action and interaction, they were coupled to organisational activities to reconstitute
interpretations of organizational endeavour. Accounting actively shaped the dominant meanings given
to organizational life, ultimately obtaining a remarkable significance in the senior management culture.

New set of symbols, rituals and language emerged to celebrate an economic rationale for organized
activity. (Dent, 1991, p. 708)

In Dent's study it is argued that changes in the organisation developed organically around the
system changes which were introduced to increase economic efficiency and the profit motive
into the organisation. Particular emphasis is placed on the effects of the interventions of a
"new breed of Business Managers" who had been brought in to provide impetus to a "market"
view of the organisation. Dent suggests that this "emergence" of an economic perspective can
largely be traced to the efforts and influence of this group of managers within the organisation.
Introduction of a "purchaser/provider" split at a national level has affected regional hospitals
like Health Waikato. The hospital has also seen management restructuring and the introduction

of managers from the private sector.

The adoption or infiltration of market philosophies into the Health Service is clearly marked
in developments over the last decade (for areview of such developments from an international
perspective see Chua and Preston, 1994; Arnold et al, 1994; Lawrence et al, 1994; Laughlin
et al, 1994; Oakes et al, 1994).

In North America private insurers have developed DRG based prospective payment
frameworks that categorize patients into distinct classes according to the nature and intensity
of the services (or "products") they receive (Fetter et al., 1991). The UK has seen the
"fabrication" of a market in the Health sector which has seen the institution of procedures
aimed at creating "providers" (primarily hospitals) as distinct form "purchaser's" (comprising
District Health Authorities and fund holding General Practitioner's) (see for example, Bradlow
and Coulter, 1993; Coulter, 1995; Carroll et al, 1994; Hunter, 1992; Llewelyn and Grant,
1996). New Zealand has seen changes instituted which are very similar to the model adopted
in the U.K. Some commentators on health policy see such changes as moves toward the US

system of a much greater reliance on private insurance and treatment (Blank, 1994).
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The next two sections review significant themes within the accounting literature, which have

been applied to interpretive, case oriented research in the public sector generally and the health

sector in particular.

2.4.1 Accounting as Image or as ''Reality"

It has been argued that many aspects of an organization's formal structure, policies and
procedures serve to demonstrate a conformity with the expectations of external constituents.
Researchers have depicted formal organization structures as reliant on institutional rules which
serve as myth and ceremony (Meyer and Rowan, 1977, Meyer and Scott, 1983, Brunsson,
1990, DiMaggio & Powell, 1983 and Scott and Meyer, 1994). These writers describe the use
of formal systems of management and accounting practices as being centrally engaged in

providing legitimacy to the organization's activities.

...accounting structures are myths ... [which] describe the organisation as bounded and unified, as
rational in technology, as well-controlled and as attaining clear purposes. The myths are

important:...they legitimate the organisation with the controlling external environment..(Meyer, 1983,
p. 235)

The adoption of externally legitimated formal structures (such as casemix accounting systems
or Diagnostic Related Group patient classification systems) may serve to increase the
commitment of both internal participants and external constituents to the organisation. The
organization may be protected, to a degree, from having its conduct questioned. Meyer and
Rowan (1977) describe the relationship of organizations and their institutional environments
as elements crucial to the success and survival of the organization. In the extreme such
behaviour within organisations might be interpreted as 'sagacious conformity' (Meyer and
Rowan, 1977, p. 352). Organizations such as hospitals, universities and schools might be seen
to reflect the institutional environment in their structures, functions and procedures in line with
changes in government initiatives almost as a matter of course. External constituents and
controlling or funding authorities may be complicit in using such ceremony and myth of

function and procedure as legitimating devices to continue their support for the organization.

A number of recent studies (Berry et al, 1985; Ansari & Euske, 1987; Covaleski & Dirsmith,
1988a and b) have cast accounting as symbolic of rationality, purposefully oriented to

presenting to groups outside the adoption of managerial and economic techniques which might
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be looked favourably upon. Meyer & Rowan (1977) present accounting as a screen, useful for

maintaining or presenting an image, but not of real relevance to the operations of the

organisation.

.. organizations depend on a flow of resource for survival; society has beliefs in the efficacy of
“rational” management practices; organizations which adopt such practices are more likely to be
rewarded. (Dent, 1991, p. 707)

Though Dent recognises here a motivation for the choice or implementation of management
practices and information systems in order to present the organisation to outside parties to
maximum advantage, he goes on to consider the implications for internal culture change. Other
writers too have preferred to stress the implications for internal relations and culture of the
implementation of accounting systems. This related, though alternative view seeks to express
the notion that the impact of the adoption of accounting technology may have as a powerful

constitutive and constructive role in organizational life (Hines, 1989; Miller and O'Leary,
1987).

In the health sector it seems reasonable to suggest that case-mix accounting systems may be
expected to play a role in providing accounts of activities in terms that make them acceptable
to interested external parties (Scott and Black, 1986; Scott, 1987; Scott and Meyer, 1983). A
problem which such an imaging process may produce is the resulting credibility gap caused
by the relatively simple nature of these ritualised portrayals and the complexity of the
procedures rcquired to make the activities of the organisation operable to its members. Meyer
and Rowan (1977) and Meyer (1983) have proposed a solution to these disjunctures in the

form of a "decoupling"” of internal technologies from external image systems.

... to maintain ceremonial conformity, organizations that reflect institutional rules tend to buffer their
formal structures from the uncertainties of technical activities by becoming loosely coupled, building
gaps between their formal structures and actual work activities. (Meyer and Rowan, 1977, p. 341).

Covaleski and Dirsmith suggest a similar view of control systems as a device to enable the

"decoupling" of the internal operations of the organisation from its external public image.

Hence formalized control may be seen as decoupled from backstage operating processes. (Covaleski
et al, 1993, p 67)

(For further discussion see: Hall, 1972; Freidson 1986; Raelin 1986). Meyer and Rowan

(1977) present a picture of techniques such as accounting as implicated in organizational life
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in the following ways:

1/ As impersonal rules, expressed in technical terms, aimed at the rational pursuit

of social purposes.

2/ The techniques become institutionalized to the point where members of the

organization take the rules and procedures for granted (as legitimations).
The impact of rule based behaviour is described in the following quote.

Technologies are institutionalised and become myths binding on organizations. Technical procedures
of production, accounting, personnel selection, or data processing become taken-for-granted means to
accomplish organisational ends. Quite apart from their possible efficiency, such institutionalised
techniques establish an organisation as appropriate, rational and modern. Their use displays
responsibility and avoids claims of negligence (Meyer and Rowan, 1977, p.344).

Clearly accounting is only one such device available to modern organizations. The role of
accounting in the organization rests on the nature of the organization itself. Organizations,
which have a complex of objectives to achieve with unclear or conflicting outputs and
outcomes, may draw on accounting, as myth and ceremony, to maintain legitimacy and an
appearance of rationality while avoiding invasive internal controls. Health care organisations
are faced with an environment where outputs are difficult to define and appraise and decisions
are often informed by 'ambiguous technologies' (as in the clinical freedom over the variety of
medical treatments for similar complaints, illnesses). Output measurement is a well known
problem in health care (Bourn and Ezzamel 1986). Because of difficulties in measurement,

incomplete measures may be substituted, for example mortality in place of morbidity.

Policy-makers and clinicians have recently drawn on economic constructs, such as
quality-adjusted-life years (QALYs) as a mechanism for making trade-offs in decisions over
the treatment of different patients. But such judgements are still subjective because of
differences in opinion as to the likely quality of life in different health states; the relationship
of changes in life expectancy to the value attached to such changes; inherent risk
characteristics of the population are likely to differ, in terms of risk-adverse, or risk-neutral
(Loomes and McKenzie, 1990). While it might be argued that in a market environment

efficiency may determine success, public health providers may be unable to resolve

uncertainties on the basis of efficiency alone.
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Accounting rules and procedures may be seen as inappropriate to the efficient functioning of
such organizations in such ambiguous environments. The use of rule-based procedures, such
as accounting, may produce inconsistencies and inefficiencies in such organizations, as

members of the organisation struggle with conflicting objectives.

An alternative is to decouple the evaluation of technical procedures (in this case the direct provision
of medical care) from formal structures and institutional rules. Thus, these organizations may actively
encourage professional autonomy, have ambiguous goals and render data on technical performance
invisible..., free from rules (such as accounting) which assume the status of myth or ceremony. In this
way, decoupling acts as a 'buffer’ in which organizations permit technical procedures to be removed
from formal, standardized, legitimizing rules and structures. (Lapsley, 1994, p.340)

Other authors have recognized this decoupling as problematic. In contrast to the accepted
practice in industrialized countries to institutionalize professional expertise in people, Abbot
(1988, p.323-325) found a growing trend to institutionalize expertise in organizations. In the
professions there appeared to be a strong tendency for professional knowledge to reside within
the structure of the organization itself. In this case decision autonomy may rest, in part at least,
not with the individual practitioners but within the structure of professional rules and
regulations which constrain their roles. In this manner one might see, within the health sector
and hospitals in particular, the use of International Classification of Disease Codes (ICD. 9),
Diagnostic Related Groups (DRGs), and related case-mix accounting systems as a form of
organizational structure through which management control is effected. To some extent then
we might regard this as a threat to the existing professionals in the sector, nurses and perhaps
particularly clinicians, whose expertise and knowledge is, in part, "taken in" to the casemix
system. In this sense the practice of formal control may result in a re-coupling of backstage
operating processes and formal systems, as the casemix system invades the work practices of

the health professionals’.

The use of DRGs by hospitals may also be seen as a technological solution to the problem of
obtaining scarce resources. This perspective views the implementation of DRG based casemix
systems as instrumentally rational ( Hackman, 1985; Perrow, 1985). An alternative perspective
would be to view the process as part of the response to political changes, as a means of
political advocacy (Boland and Pondy, 1983; Covaleski and Dirsmith, 1988b), to promote the
case of the organisation. In either case the coding system could be implemented and used

primarily or exclusively to provide information to satisfy or influence external parties.
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2.4.2 Casemix Accounting: Rationality and Efficiency or Surveillance and Control

Accounting is frequently depicted in the conventional literature as an impartial technology,
faithfully representing the economic reality of the organization (e.g. Ljiri, 1965; Horngren
1977; Cooper and Kaplan 1991; Chandler et al, 1991). The purpose of accounting is portrayed
in this manner by orthodox theory as a functional system whose aim is to facilitate rational
decision making by organisation members, in the interests of economic efficiency. Similar

images are described in the accountings which have become increasingly used within the
health sector.

Case-mix accounting systems have been advanced as both reflecting the economic reality that underlies
a hospital's various "product lines", ........ , and facilitating rational decision making regarding resource
acquisition, deployment and use. (Covaleski et al, 1993, p.65)

In the health-care sector, the application of case-mix accounting systems, their associated

costing and budget procedures is consistent with this perspective. Such systems have been
widely advanced to help hospitals control costs and encourage planning (Cook et al., 1983,
1985; Fetter et al, 1980; Fetter, A. et al, 1991; Thompson et al, 1979; Young and Saltman,
1983; Smith and Mick, 1985).

Management may regard such systems as of value not only to "manage" better (in terms of
economic efficiency) their various "product lines" but also as a counter to shield their
organisation from the impact of market based reforms (in the form of reduced funding). The
accounting systems may provide an image of rationality which enables the organisation to

avoid the extremes of funding cuts, in part by providing a clear justification for expenditure.

Mainstream literature tends to portray case-mix accounting system in a rationalist functional
role. Accountability and measures of production efficiency can be provided by the system to
hospital administrators facilitating a rigorous form of budgetary control and comparisons
among departments and physicians. Such prescriptions hold out the prospect of establishing
and documenting a relationship between medical and administrative decisions (Thompson et
al, 1979; Fetter et al, 1980; Fetter, A. et al, 1991). This rationalising of health services has
been stated succinctly by Eastaugh (1987). He has suggested the use of DRGs and the
resultant case-mix accounting information by hospitals to increase profitability by offering
only those products that promise a certain level of net income. Patients who cannot be

profitably served by any given hospital or clinician should be referred elsewhere for treatment
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(Fetter and Freeman, 1986; Eastaugh, 1987).

Other specific advances in managerial control and increased efficiencies are widely claimed.
Case-mix accounting systems should facilitate a number of management philosophies or
techniques. Improved patient treatment scheduling; the delegation of more budgetary and
accounting activities to departmental managers thus increasing budgetary participation;
improved work scheduling among available staff; and the formation of physician cost-control
committees (Cook et al., 1983, 1985; Young and Saltman, 1983; Smith and Mick, 1985).
Many of these changes are envisaged at Health Waikato, most are already in place though
there is as yet no clear indication of benefits. In addition the impetus to undertake the
development of clinical protocols, given the improved ability to monitor casemix data against
these is also a priority in some specialisms. Clinicians in a number of specialist areas are
already making use of casemix data to enable them to refine existing protocols or plan new

treatment regimens.

A critical perspective would take a rather more pessimistic view of the use casemix systems.
Targeting health services has led to a reduced access to health services for less well off people
and the closure of smaller and rural hospitals in the US and Australia (Smith and Dillard,
1994; Sapolsky, 1987). The enabling of greater efficiency has consequences for these
categories of people who are consequently denied health services or disadvantaged by their
remoteness from the health providers. Indeed the adoption of the Casemix technology may be
seen from a number of clearly differing perspectives. Chua and Degeling (1993) talk of the
"manufacturing” by the Yale researchers (see Fetter et al, 1980) of the DRGs from a disease

classification published as a medical reference some years earlier .

In constructing the group of 470 DRGs, the Yale team was guided by two related principles --"medical
interpret ability” and "homogeneity of resource use". They sought a classification in which each of the
DRGs had to represent a collection of diagnoses and related symptoms which could be expected to
evoke similar clinical responses and regimes of treatment from clinicians and in so doing, initiate
similar patterns of resource consumption. That is, a DRG was to represent the bundle of goods and
services that a clinician delivers to a patient in order to deal with a particular kind of illness. (Chua and
Degeling, 1993, p. 307/8)

The following is a much more substantial indication of the authors view of the use of DRG
systems in implementing a Casemix technology. We are left in little doubt as to the seriousness

of the charge against the use of this type of controlling technology.
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From medicine, the DRG classification system borrows the detachment of the sick, physical body from
the self (the Cartesian distinction between the mind and the body) and its decomposition, both
conceptually and materially, into component organ systems. Through this anatomico-clinical atlas
(Foucault, 1973) of the body, the concept of life is emptied of its metaphysical content and distributed
round a collection of related physiological and biochemical processes. From economics, the DRG system
takes an objectified image of the patient body as part productive subject (of illness) and part consumptive
object (of goods and services ordered by clinicians). This continual form of objectification of sick bodies
perpetuates their susceptibility to being known and acted upon by experts who claim to represent the
patient. ( Chua and Degeling, 1993, p. 308)

It may thus be argued that administrators focus on formulating "artificially limited, consistent
and formalized" procedures and rules, like casemix, that control the manner in which the
professional work is performed. In essence it is by this means that administrators are to

"control" through "surveillance". (Freidson, 1986; Chua and Degeling, 1989)

... case-mix accounting may be used as a political device, this time for transforming the DRG framework
and case-mix accounting systems into a specific, organisationally directed surveillance practice for
legitimating the allocation decisions made by administrators and, in so doing, influencing those
allocations. ( Chua and Degeling, 1993, p. 307) ‘

There are different views on the effectiveness of such control devices. Successful control
assumes that the work can be adequately described within the reporting system and that the

workers are unable, or unwilling to appropriate the system to suit their own ends?.

Clegg (1989a, b) observed that the application of power need not be countered by overt
resistance to power and need not involve overt conflict. There is a general tendency among
those subject to power and control, to resist by means of circumventing or diverting to their
own ends the systems and rules imposed rather than by directly confronting them. Such terms

"nn

as "transforming" "circumventing" or "diverting" are all reflective of this view of resistance
to control and disciplinary practice. Ultimately, though this could be a lengthy process, the
relative power of those exercising versus those responding to disciplinary practices is likely

to affect the outcome

2.5 Following the Actors Around

In borrowing from Latour, and interpreting accounting and clinical budgeting as technology

the images of commodification and control, power and resistance will be replaced in the
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theorising in this thesis by such constructs as inscription, acting at a distance, centres of
calculation and networks of allies. This approach will be taken in the realisation that any
perspective is partial (Bauman, 1978; Boland, 1989; Morgan, 1986; Ricoeur, 1974). The use
of Latour's theories presents a particular opportunity to apply a theoretical framework which
is intuitively of great appeal. Latour's framework has now been used by several accounting
researchers (Robson, 1991, 1992; Preston et al, 1992; Bloomfield et al, 1992; Chua and
Degeling, 1993; Chua, 1995). This research is concerned to follow ‘the preparers of accounts
in action’ (Chua, 1995, p.114) in a manner which would reflect the approaches used by some
sociologies of the history of science (see Latour, 1987a and 1988a,b and c; Knorr, 1981;
Latour and Woolgar, 1979; Gilbert and Mulkay, 1984).

The ideas which constitute the Sociology of translation have been shown to be of great value
in adding to our appreciation of the history of science and the development of technologies.
The particular attraction to this researcher concerns the emphasis which Latour and colléagues
place on the nature of the social milieu. The framework of theories provided by Latour
encourages the researcher to give emphasis to both humans and objects in order to understand
how "facts" have come to be settled as they are. In taking such views into this research it is
hoped to provide insight into both the detail of accounting as it is practised within
organisations and the manner in which human actors and objects of technology may combine

to provide much stronger forces, networks within organisations.

Latour argues that in order to understand the development of science and technology, and its
social implications, we must 'follow scientists around' and seek to examine and explain their
behaviour in the process through which technologies are developed and become an accepted
part of society. In relating this to accounting, Preston et al (1992) have emphasised the
relevance of studying the organisational consequences of the implementation of accounting
information systems. If we are to more fully understand accounting it is of import that we
'follow accountants around' [more generally to follow the organisational actors around] and
examine the processes through which accounting is actioned. Borrowing from Latour it is only
by seeking to explore the processes which occur in the construction of 'facts' that we may
develop an adequate appreciation of the influence on organisational practices of accounting.
Only by seeking an understanding of the processes through which accounting systems are
actioned, implemented and accepted, within the organisation can explanations of the

significance, or otherwise, of accounting for organisational members be obtained.



29

The concept which underlies this interpretation of social action views social relations and
accounting technology as being jointly construed out of the implementation process. These
processes which surround the implementation of accounting systems are both dependent on
and constitutive of the organisation which emerges from the implementation process. Though
accounting technology brings with it certain legitimacy, the effect or 'success' of an

implementation in any particular circumstance is a complex interrelation of many

contingencies.

Implementation may be interpreted differently, either narrowly from a conventional rational
perspective, or more broadly as one factor in a social milieu. The understanding sought here
is not that of the formal implementation procedures but a deeper appreciation of the formal and
informal processes which effect not only the character of the implementation process but also
influence the form which the system takes as it is constructed and interpreted by the actors
within the organisation. In the research which is described in this thesis, systems change might
be described as involving multiple implementations of different but related pieces of

accounting and other information systems.

A broader interpretation might hold that the issues which are examined here are no less
relevant in seeking to understand the effects of what might appear to be more established
examples of accounting in organisations. This follows from the argument that, seemingly
stable, post implementation situations can be regarded as being merely the outcome of 'the
resolution of earlier controversy' (Latour, 1987, p.46). The benefit of being able to study an
accounting implementation is that it is likely to be much easier to establish the manner in
which the translation process is effected. Latour argues that once facts are established, and in
our terms the accountings are accepted (viewed in one way or another) by organisational
members then the process becomes much more difficult to uncover. The machinations of the
implementation are glossed over and the system is portrayed as is. If we want to be able, more
fully, to understand the processes which have given rise to the system as it has come to be seen
it is critical to follow in detail the networks and relationships which were a necessary part of
its construction. The research provides an opportunity to seek an in depth understanding of a
complex and intricate accounting in action, drawing from Callon and Latour's sociology of

translation in order to provide a framework for theorisation.
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2.6 Why Do I Want to Follow the Actors

I am concerned at this point to explain what my theoretical suppositions are in an appropriate
manner but without compromising, unduly, my own objectives, interpretive framework and
beliefs. The theoretic perspective underlying my theoretical suppositions are broadly those of
Latour and Callon. My adoption of a Latourian frame of reference has been as a result of self
selection and not in any way a matter of convenience. I have found reading Latour especially
enlightening but also quite a challenge. But my decision to stay so particularly within his

theoretic frame is motivated by a strong appeal.

My interpretations of Latour are strongly influenced by my own beliefs and prior
understandings. In this respect I find Latour influential because I believe that he encapsulates
a view of the world within a disparate set of constructs which seem to me to mirror my own
perceptions. On the other hand I am increasingly aware of the controversial nature of Latour's
underlying philosophy. This has not deterred me. Though in many ways it is "easy" ( or
perhaps more acceptable) to select parts of Latour's writings and reject others (Bloomfield,
1992; Bloomfield and Best, 1992; Chua, 1995; Preston et al, 1992; Ezzamel, 1994), I have
deliberately avoided this. My feeling is that this is a more adventurous and theoretically
stronger approach than taking selections from Latour and mixing and matching them with
other writers. I do not say there is not place for synthesising the contribution of earlier texts.
That would be nonsense. But in relation to Latour this is, in my consideration, a dangerous
path. This is so because it is not clear that Latour's contribution to the sociology of knowledge
has been effectively characterised. Consequently my approach is to try and interpret and apply
Latour's constructs as faithfully as I am able. This of course is a problem, since I do not claim
to be a Latour and he has not provided a neat and tidy explanation of how to apply his ideas
within accounting. Some writers would contest that he has not provided a neat and tidy

explanation of anything (Amsterdamska, 1990; Collins and Yearley, 1992a and b).

2.6 Conclusion

Discussion in this chapter has sought to show that accounting may be seen as a constitutive
social construction implicated in the maintenance of, and emergent from, complex social

structures (Lehman and Tinker, 1987; Hines, 1989; Hopper and Armstrong, 1991; Hopwood
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1987; Miller and O'Leary, 1987; Nahapiet, 1988; Covaleski and Dirsmith, 1988a; Bhimani,
1993). Others have sought to highlight the rhetorical dimensions of accounting (Arrington and
Schweiker, 1992). There have been moves in the literature to expand the focus to examine the
role of accounting numbers in the exercise of governmentality (Miller and Rose, 1990; Rose
and Miller, 1992) and indeed how this relates to the emergence of a ‘new economic
citizenship’(Miller and O’Leary, 1993, 1994). These latter issues will be addressed in this

thesis more fully in chapters 5 and 6.

Chua (1995) argues that:

... despite this extensive body of work, there are relatively few detailed "micro” ethnographies of the
making up of accounting numbers in organisational settings. (Chua, 1995, p.114)

The literature which does provide some contribution to the construction of accounting
numbers in organisational settings includes Berry et al., 1985; Ansari and Euske, 1987,

Bloomfield; 1991.

The next two chapters will explicate the methodology and method used within this thesis.
Latour's (1987a) Rule's and of Method and Principles will be introduced in chapter 4 and the
Rules discussed, in relation to their impact on my research method. Chapters 3 and 4 are very
much oriented to the central methodological concerns of my thesis which seeks to explicate
what some of the implications are for accounting research of adopting a Latorian view of

accounting systems as technological objects.
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1. The manner in which professional groups of people in organizations are differentiated by
hierarchal position and how these institutional positions influence the work of creating,
communicating and applying expert knowledge has been examined by other writers (Freidson,
1986). Freidson argues that power group interests and decoupling are influenced by the
different functions the groups perform within the organization. In professional bureaucracies,
such as hospitals considerable differentiation also exists between the practitioners and
administrative components of the organization. These clearly felt lines of differentiation are
certainly evident in Health Waikato. Perhaps the most long established is the division between
nurses and clinicians, and particularly nurse managers and clinicians. From our perspective,
the more recent introduction of professional managers, often with little or no Health Sector
experience provides a new and interesting decoupling within the organization.

Freidson argues that professionals, though lacking control over policy making and resource
allocation, may exercise power in other ways. In Health Waikato, we might see this as
currently an area of contest. The clinicians, in particular, are central to the DRG system since
they must either code patients themselves or approve some other authority to do so. This gives
them great potential power since it is presently from the DRG system that contracting and
thence funding decisions from the RHA will be made.

2. Existing Clinical coding systems are very complex, consisting of many hundreds of coding
groups and thousands of individual codes. But there is still reason to doubt that the
performance of work can be wholly commodified within the ICD.9, and DRG systems in New
Zealand. In any event it may be that, health professionals, in applying their judgment and the
day-to-day exigencies of specific work, transform the rules and policies toward their own
concept of the (health) service. "The formal procedures administrators prescribe are applied
inconsistently and informally by the practitioners ( Freidson, 1986, p 226-227) and a
decoupling consequently takes place in the transformation of formal knowledge communicated
by administrators in the form of procedures and substantive rules to practitioners." (Covaleski
and Dirsmith 1993, p 68)



33

Chapter 3: Mobilising Latour's Methodology

3.1 Introduction

This chapter seeks to provide an explanation of the philosophical concepts which underlie the
research. The next section will introduce the sociology of translation. The links to a
Machiavellian framework within the theories of Callon and Latour are then considered
followed by some more philosophical discussion of Latour's theoretical position. The
Machiavellian link is recognised by Callon and Latour (Callon et al, 1986) as providing a
significant explanation of the philosophy behind the methods they have developed in their

empirical studies of science.

There is no thinkable social life without the participation - in all the meanings of the word - of
nonhumans, especially machines and artifacts... our point is that the activity of dismissing them, is as
difficult, as contentious, and as revealing as the attribution of meaning, will and intentionality to
humans. (Callon and Latour, 1992, p.360)

My interpretation and understandings of the implementation of casemix systems at HW are
guided by the above conception of the significance of machines, of technological objects. It
is a major objective of my research to explain that technological objects, introduced into the
health system and hospital (including the medical coding systems and accounting techniques
adopted) represent powerful "black boxes" which gave much of the strength to the spread of
the casemix system and health reforms more generally. These technologies contributed to the

spread of ideas and facts while resisting modification.

My aim is to describe the strength and role of such “quasi-objects” in influencing the
social/culture within the organisation. This is not a functionalist view in the sense that I wish
to hold up these systems as producing the "best" information and enabling "better" decisions.
My focus is on the manner in which such processual developments, such as are constituted by
casemix systems, insinuate themselves within organisations. Such projects necessarily include
mixtures of people and machines/technologies. Though not entirely deterministic in nature
the development of such networks may be heavily influenced by the introduction of black
boxes. These quasi-objects typically consist of layers of objects, techniques and technologies
involving more or less sophisticated translation devices, presenting any human actor with

some difficulty in challenging any resulting "inscriptions”.
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3.2 The Sociology of Translation

A number of writers on organisational information and accounting systems have sought to
apply the ideas of Latour and Callon (e.g. Callon 1986; Callon et al. 1983; Latour 1987a) to
the construction of accounting systems (Bloomfield et al, 1991, Preston et al, 1992, Lawrence
et al 1994 and Chua 1995). Others have applied different aspects of Latour and Callon's
theorising to examine the development of the practice of accounting itself and its position of
power in the sphere of managerial control (see Robson, 1991, 1992). Though Latour applied
his ideas to the nature and process of science the concepts are applicable to other processes
involving change and human organisation. Miller and Rose (1990) have been prominent in

applying aspects of Latour's theorising to the question of state and governance.

The process of 'translation’ involves the interaction among agents, which produces alliances
that provide support to one set of objectives rather than another within the change process. Part
of the process involves agents in the construction of interests, the enrolment of allies and the
mobilisation of resources in order to achieve some preferred outcomes. Using empirical
studies of science Latour describes a picture of the chance nature of scientific development,
of the movement from weak hesitant possibilities to strength, with the aid of large numbers

of human and non human allies. The term translation is used to label this process.

It should now be clear why I used the word translation. In addition to its linguistic meaning (relating
versions in one language to versions in another one) it has also a geometric meaning (moving from one
place to another). Translating interests means at once offering new interpretations of these interests and
channelling people in different directions... The results of such renderings are a slow movement from
one place to another. The main advantage of such a slow mobilisation is that particular issues (like that
of the science budget or of the one-pore model) are now solidly tied to much larger ones (the survival
of the country, the future of cars), so well tied indeed that threatening the former is tantamount to
threatening the latter. Subtly woven and carefully thrown, this very fine net can be very useful at
keeping groups in its meshes. (Latour, 1987a, p117)

The process of translation involves four main 'moments": problematization, 'interessement’,
enrolment and mobilization. Problematization refers to agents' efforts to make other agents
subscribe to their own conceptions by demonstrating that they have the right solutions to, or
definitions of, the others' problems. This is achieved in the course of channelling the target
agency through a set of unique and well-defined practices (obligatory passage points) that are
under the control of the enrolling agency. 'Interessement’ involves the interference of the
enrolling agency between the target agency and another agency. This initially involves the

enrolling agency identifying, defining and stabilizing the identity of the other agencies, and
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then developing and cementing links between itself and the target agencies. Enrolment
involves the construction by agencies of alliances and coalitions between the memberships to
reach agreement on the ends which they desire to pursue. Finally, mobilization refers to how
the enrolling agencies control the enrolled agencies or ensure that representations of interests
remain fixed. These ‘moments' are not meant to be regarded as entirely distinct, nor do they
imply temporal differentiation. The sociology of translation will be elaborated in chapter 7,

the first of the case chapters. The process of problematisation will be considered in detail in

chapters 5 and 6.

It is important, as Latour ( 1987a) suggests, to arrive before the technology is fixed, known and
unproblematic. The object of beginning the research process at this early stage in the
deployment of such a significant piece of management technology is to enable us to observe
and document the process through which the system takes shape, the crucial decisions which
fix one part of the technology or another. This line of theorising sees the fabrication of
accounting systems as processual and to an extent unpredictable. Unintended consequences
will emerge during the construction of the system, unexpected developments will serve to
influence the final form that the system takes. The intention of the researcher (Preston et al,
1992) is to capture some of the developmental processes which accompany the implementation

of "clinical budgeting":

... before the controversies involved in its fabrication are closed, before the complexities of its inner
workings are taken for granted and before the patterns of organizational power and influence,

instrumental in the formation of management budgeting, are forgotten or rationalized. (Preston et al,
1992, p.565)

Similarities to the processes which are described in the Preston et al study can be seen in this
thesis. The impact of external monitoring and policy formulation by the State, the introduction
of a quasi market for health services in New Zealand are in general terms of a parallel nature
to those changes in the UK, not to mention Australia and a lesser extent the US. Consequently
a number of the forces at work at the macro level are similar, though mediated of course by
local environmental and cultural features, to those elsewhere. Health Waikato is in the process
of constructing its clinical budgeting system around a central suite of software developed in
the US called Transition. Thus some of the characteristics are limited by technical aspects of
the software package. In acknowledging such potential limitations these should not be
overemphasised since the process of implementation is subject to a range of social and

political influences, which also contribute to the form the system takes. On the other hand
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rather than posing a constraint on the way the system might develop, the availability of certain
modules within the package, such as the ability to report performance against standard costs,

may be seen to encourage the development of some styles of cost information and reporting

rather than others.

As mentioned previously the policy of the New Zealand government to construct a quasi
market in the Health Sector , by distancing "purchasers" from "providers" is similar to changes
instituted earlier in the UK. The establishment of the purchaser, provider split also makes
significant demands on the provision of information by, particularly health providers. This
requirement for information is driven primarily by the need to facilitate the market mechanism
by providing information which can be used in "commercial” decisions on the negotiation and

awarding of contracts for the provision of health services.

Latour discusses and identifies a number of processes which he believes are central in the
construction of technologies. Latour urges a careful consideration of what discursive and
cultural resources actors use in the construction of technology or science. In interpreting the
events and processes at Health Waikato such concepts will be shown to be fundamental to our
understanding of changes within the organisation. In addition concepts such as the political,
social and economic environment also have a relevance to understanding how actors explain,
justify and articulate the accounting technologies which are being proposed, resisted or talked
about. Consequently some broader appreciation of the environment surrounding developments
at Health Waikato are also necessary to facilitate understanding. The various contexts and
general debates about resourcing and administering health care in New Zealand and the
development of policy toward the public sector in general is relevant to what took place, and
is taking place. Such factors play a considerable role in setting the agenda and

"problematising"” issues for "resolution".

3.3 Callon, Latour and Empirical Methodology
3.3.1 The Machiavellian Dimension

Once the organisation exists...it is for those who compose it to wield what power they can within
it...what they get will be the result of interplay of uncontrollable external forces with the minds and
wills of the men and women who as shareholders, directors, executives and employees make up the
corporation. (Jay, 1967, p.212)
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In seeking to locate Callon and Latour it is necessary for us to clearly distinguish the relation
between power and structure. Machiavelli's approach to power may be distinguished from and
compared with Hobbes' 'sovereign' concept (Clegg, 1989, p.21-38). For Machiavelli, what was
most striking about power was its strategic, contingent, extensional nature, a concept of power

dependent greatly on alliances, on strategies, for its practical accomplishment.

Against the fiction of Leviathan, which Hobbes was to engender, the analysis of power in Machiavelli
conceptualized it in terms of networks, alliances, points of resistance and instability, using much the
same military metaphors that Foucault (1981) was later to find congenial. (Clegg, 1989)

In addition to Foucault, Michel Callon and Bruno Latour at the Centre de Sociologie de
Innovation in Paris, have systematically explored the Machiavellian dimension in the analysis
of power. Machiavelli provides a framework for the ethnographic techniques of Callon et al.
(1986). Callon clearly indicates a high regard for the ethnographic techniques he attributes to

Machiavelli:

... a detailed and systematic description of the machinations of princes which flushes out their
hidden designs [in which] he devotes himself, as a participant observer, to what would nowadays
be called an ethnography of political action. Establishing his quarters in the palaces of Florence, and
following the prince, Machiavelli succeeds in bringing Italian society to life and understanding its
history and its conflicts. Paradoxically, in attaching himself to one person, the prince, he reconstitutes
the cruel reality of a whole society. To be rigorous in such a project it is necessary to be audacious. In
particular, it is vital not to let morality blind oneself in the study of how a society takes shape and is
transformed from its strategic loci. (Callon et al., 1986, p.5)

These processes of investigation, description and explication have provided a framework from
which the sociology of translation was developed. This concept of "following" the key actors
is one which is central to Callon, Latour and their colleagues. It is the guiding principle from
which they seek to uncover the network of relationships, of both human and non-human actors

which are characteristic of "technoscience".

3.3.2 What is This Thing Called Technoscience?

The notion of network, in its barest topological outline, allows us already to reshuffle spatial metaphors
that have rendered the study of society-nature so difficult: close and far, up and down, local and global,
inside and outside. They are replaced by associations and connections (which ANT [Actor Network
Theory] does not have to qualify as being either social or natural or technical). (Latour, 1997a, p.4)

This uncovering of the network of relationships which is built wherever and whenever
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technology is developed or used is characteristic of these writers who produce "empirical

studies of science".

ANT played with a generalized symmetry (Callon, 1986) and made a principle of using whichever
words are connoted in one of the former realms to describe the others, thus showing the continuity of
networks and the complete disregard for the artefactual gaps introduced by prerelativist arguments.
However this solution is rather tricky since it may combine all the misunderstandings -and this is
indeed what happened to ANT, readers and users alike saying at once that it is a social constructivist
argument, the return of naturalism or a typically French belief in the overall extension of texts... Which
of course it is in a sense, but only in so far as ANT is the simultaneous rejection of naturalisation,
socialisation and textualisation. ANT claims that these '(x)-lisations' have to be dissolved all at once and

that the job is not done better if one of them gains hegemony or if the three are carefully circumscribed.
(Latour, 19974, p.10)

Rather than providing a view of science as neutral and "disinterested" some writers have
brought out how scientists have 'interests' which are implicit in scientific work (see the
debates between Woolgar 1981 and Barnes 1981; see also MacKenzie 1978). Latour (1987a)
and Callon (1984) share a view of the essentially social nature of science. The position taken
by Callon (1986; 1980) and his colleagues (see Callon et al. 1983 and 1986; Callon and Law
1982; Callon and Latour 1981; Law and Lodge 1984) is to seek to avoid imputing interest to

actors and instead emphasise the role played by:

... perspectives which seek to demonstrate how networks of interest are actually constituted and
reproduced through conscious strategies and unwitting practices constructed by the actors themselves.
(Clegg, 1989, p.204)

Interests appear as 'temporarily stabilized outcomes of previous processes of enrolment'
(Callon and Law 1982, p.622). These outcomes may have been intentionally produced or may

be the result of the "unintended consequences" of unplanned and unrehearsed actions.

Intention is not at all necessary to the model; the ‘temporarily stabilized outcomes' may be practices
historically encountered in their fixity and facticity which no one necessarily 'intended' in any relevant
way. They may be no less real for that, and agents may come to have an interest in them for any number
of reasons. Why they should do so is in itself not a necessary part of any explanation. (Clegg, 1989,
p.204)

Latour and his colleagues regard all facts as temporarily stabilised, ie. they constitute the truth
with a small t. Facts are themselves established through a process. This is technoscience, and
the process is termed a sociology of translation. The "essence" (here Latour refers to Sartre')
of objects and social structure are produced jointly through this process of translation. Facts
are produced which are given meaning within extensive networks of interrelationships among

human and non-human actors.
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Latour argues that only when we understand all this;"that the networks that constitute our daily
lives,... the quasi-objects of a-modernity, the mediators, only then will we have the subject of
the proper science: nature, and its representatives, those who speak in its name. Societies, and
those many things, those many representations, that extend capacities in its name, can all be
pictured in this new science. They were always there--but, because we pretended we were
modern, he suggests, we had so many ways of not seeing" (Clegg, 1995, p.157). Latour (1993)
attempts to construct a meta-theory to encompass the concepts which he and others have

developed within their empirical studies of science.

3.3.3 Locating Latour

From a methodological perspective it is difficult to classify Latour. Chua (1995) describes
Latour as a social constructionist. Potter (1996) in writing on social studies of science
identifies three streams of theorising and Latour is identified with a small group of other
writers (notably Knorr-Cetina, 1981 and 1996; Latour and Woolgar, 1986). Potter traces the
origins of this theorising to the major stream of phenomenological constructionist theorising
attributed to Berger and Luckmann (1966). The other streams of theorising which constitute
the two other identifiable groups are labelled as "theories of interests" and “"empirical

relativism" (Potter, 1996). Potter does note that the distinctions are not absolutely clear:

Modern sociology of scientific knowledge (or SSK, as it is widely called) is characterised by a number
of overlapping theoretical concerns, analytic methods and research focuses. (Potter, 1996, p.25).

Some writers from within SSK have disagreed with aspects of Latour's theories. These include:
Barnes (1981) and Shapin (1988), on the role of "interests"; Collins and Yearley (1992a and
1992b) particularly on epistemology (see also reply by Callon and Latour, 1992) and also
Oldroyd (1987, 1988) and also replies by Latour (1987b, 1988c). Scott (1991) has claimed to
have shown that Latour's ideas do not always work, though it is difficult to see where he
demonstrates this to be the case. Indeed it seems quite possible to read Scott as being

illustrative of the sociology of translation.

Latour writes a good deal of the inescapable mixing of nature and society and the role of a vast

mass of intermediaries and actors, consisting of both humans and nonhumans.
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Nature will emerge altered from Boyle's laboratory, and so will English society... Such metamorphoses
are incomprehensible if only two beings, Nature and Society, have existed from time immemorial, or
if the first remains eternal while the second alone is stirred by history. These metamorphoses become
explicable, on the contrary, if we redistribute essence to all entities that make up this history. But then
they stop being simple, more or less faithful, intermediaries. They become mediators - that is, actors

endowed with the capacity to translate what they transport, to redefine it, and also to betray it. (Latour
1993, p.81)

Itis this "symmetry" in treatment of humans and nonhumans which has caused the most severe

criticisms of Latour.

The consequences of the semiotic method [of Latour] amount to a backward step, leading us to embrace
once more the very priority of technological, rule-bound description, adopted from scientists and
technologists, that we once learned to ignore. (Collins and Yearley, 1992, p.377)

Callon and Latour (1992) accept this statement as "not a misreading of our position". They go
on to suggest that the view is "a necessity of C&Y's (Collins and Yearley) cold war waged
against realists. Our position is for them unjustifiable since it helps the traditional and
conventional technologists and scientists to win the day over SSK's discoveries." (Callon ’and

Latour, 1992, p.347)

Further on the same page Callon and Latour (1992) make the following claim

that in C&Y's frame of reference [and for that matter in the whole Anglo-American tradition of science
studies] ... they [C&Y] cannot imagine any other yardstick for evaluating empirical studies than [their
own), and they cannot entertain even for a moment another ontological status for society and for things.
All the shifts in vocabulary like 'actant” instead of "actor," "actor network" instead of "social relations,"
"translation" instead of "interaction,” "negotiation" instead of "discovery,” "immutable mobiles" and
"inscriptions" instead of "reproof” and "data," "delegation" instead of "social roles," are derided
because they are hybrid terms that blur the distinction between the really social and human-centred
terms and the really natural and object-cantered repertoires.

Latour has made similar statements in other books and articles but no more clearly than with

Callon above and in "We have never been modern" (Latour, 1993).

Are you not fed up at finding yourselves forever locked into language alone, or imprisoned in social
representations alone, as so many social scientists would like you to be? We want to gain access to
things themselves, not only to their phenomena. The real is not remote; rather, it is accessible in all the
objects mobilised throughout the world. Doesn't external reality abound right here among us? (Latour
1993, p.90)

Latour concludes "We Have Never Been Modern" in the following manner

In the course of this essay, I have simply reestablished symmetry between the two branches of
government, that of things - called science and technology - and that of human beings. (Latour 1993,
p-138)
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Amsterdamska (1991) in her review of Latour's earlier book "Science in Action" states that
“Latour's entire book could be considered [an] elaboration" of the principle that "the fate of
facts is in later user's hands". In precisely the same manner "We Have Never Been Modern"

is entirely an elaboration of the principle of a symmetrical treatment of human and non human

actants.

... the networks are as we have described them, and they do cross the borders of the great fiefdoms of
criticism: they are neither objective or social, nor are they effects of discourse, even though they
arereal, and collective and discursive...the scientific facts are indeed constructed, but they cannot
be reduced to the social dimension because this dimension is populated by objects mobilised to
construct it. (Latour 1993, p.6)

Others writing within ANT have supported this claim (Callon and Law, 1995, 1998) and from
outside of ANT (Hacking, 1992, Pickering, 1990, 1992). Hacking comments:

Unlike those authors, [Collins and Yearley] I have no objection to Latour's theory of actants...Maybe
I go further than Latour, for I might take inscriptions to be among the actants, right up there with fishers
and molluscs, working and worked on, everywhere people go since the moment that our species came
into being as Homo depictor (Hacking, 1992, p.36)

Hacking in describing laboratory science and experimentation uses a number of constructs
which are closely related to those of Latour. The terminology is different but there remains a
closeness in concepts. Hacking talks of ideas, things and marks where Latour uses human

actors, nonhuman actors and inscriptions.

I can see no serious change of attitude between Latour (1987a) and (1993). In "Science in
Action" Latour describes a number of mechanisms which relate to the cogency of ANT,
introducing the concept of a "symmetrical anthropology" which is to include human and non
human actants within the networks which he argues we must trace. My reading of this book
is that it covers a number of related but disparate ideas about the fabrication of facts,
translation and ANT. Amsterdamska (1990) in a somewhat dismissive review of "Science in
Action" comments "I would like to turn to one of his [Latour] genuinely and not just
apparently innovative propositions" namely to "consider symmetrically the efforts to enrol
human and non human resources" (Latour, 1987a, p.258). Amsterdamska continues "Latour
entreats us to consider science and technology as a heterogeneous network and to abandon all
distinctions between humans and non humans" (1990, p.499). Clearly then the role of

nonhuman actants in ANT is central certainly as far as Latour and it would seem Callon and
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Law (1995) are concerned.

It is precisely this aspect of Latour's theorising that remains most controversial. In the extant
literature in accounting and information systems the actant element of Latour's ANT is

typically either (conveniently not mentioned) avoided (Bloomfield, 1991) or dismissed (Chua,
1995). Bloomfield states:

While the argument [in this paper] draws heavily on Latour, no attempt is made to evaluate his more
ambitious and general thesis concerning 'technoscience'. (Bloomfield, 1991, p.705)

Chua in a strong reflection of Collins and Yearley argues that:

...unlike the work of Latour and Callon, this paper does not present inanimate objects such as computer
software or hardware as actors which are identical to human agents (compare Callon, 1986). To do so
reifies machines and technologies in a way which detracts from the purposive activities of their
designers. It is people who make up accounting numbers in specific ways to try and achieve certain
objectives. Software, by contrast, has neither interest nor agency. (Chua, 1995, p.117)

Though I am painfully aware of the legitimacy of these writers and their right to be selective
in their use and interpretation of Latour, at the same time I find the alternative view more
appropriate. I have given the alternative interpretations much consideration but I do not wish
to apply such views in my own research. It would seem to me that the concerns of writers such
as Chua and Collins and Yearley are influenced to a significant extent by a critical theory
perspective, which I respect. On the other hand I feel much attraction for the arguments of
Callon and Latour (1992) that their approach offers new possibilities for understanding and
certainly description which are closed off in some other perspectives. The debate between
Collins and Yearley (1992) and Callon and Latour (1992) engages directly the concerns of
both sets of authors about what is gained and what may be lost in taking on another theoretical

route in SSK.

Latour claims to be seeking to provide a new (or is it old) conception of knowledge and to
eschew conventional and other existing epistemology. Callon as noted earlier has attested to
the use of ethnographic methodology in some of his writings, as explanatory of his research
approach. Both Callon (1982) and Latour (1993) have made reference to the relevance of an
anthropological approach to the study of technoscience. It would also seem plausible to regard
these writers as having a methodological base which may be seen as a development from the

hermeneutic turn in the social sciences. Certainly Latour is not prepared to privilege either
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subjective interpretation or assumptions of objectivity alone. He not only argues for the
importance of the researcher's interpretations, through the process of translation and the
structures which are thus adduced, he also warns of the dangers implicit in accepting the

explanations of subjects via a process of attributing interests to human actors.

3.3.4 Collectives and Quasi-objects

Latour seeks (1993) to deny the project we call modernity. That modern epistemology that
would have us rent nature and society asunder is a central culprit, if we would only accept that
we "have never been modern", that we might see the absolute necessity of studying things and
beings together. That these "collectives" are indeed what have always existed. It is the
acceptance that in order to adequately understand the function of these "collectives" and
"quasi-objects" that ultimately provides the justification for this thesis. Accounting, like
technoscience (following Latour) cannot be studied fully without the use of holistic methods.
In this manner we are able to see the interactions of not only human beings but also of human
beings and the objects and machines which make up accounting systems. Latour is firmly in
support of an holistic approach to research (in the accounting literature see Burchell et al,
1980, Hopwood, 1978, Humphrey and Scapens, 1996), though not in the conventional social
science sense of an emphasis on the social, and an unwillingness to break up the research into
identifiable objects, causes and effects. Latour wants to go further, through a symmetrical
anthropology. This symmetry is not only to be in respect of the attitude taken to the social,
"beings among beings" but also in a second way by adopting a similar view of inanimate
objects as we do for human subjects. Latour speaks of "collectives" as being composed of

associations of social groupings and machines, objects of "technoscience".

Sciences and technologies are remarkable not because they are true or efficient- they gain these
properties in addition, and for reasons entirely, different from those the epistemologists provide ... but
because they multiply the nonhumans enrolled in the manufacturing of collectives and because
they make the community that we form with these beings a more intimate one. (Latour, 1993,
p-108, emphasis added)

Other writers have expressed concern over conventional epistemology and the tendency to
regard the divide between the subjective and the objective as overly deterministic (see also
Hopper and Powell, 1985; Willmott; 1993 and 1994). In response to Burrell and Morgan

(1979), Willmott (1993) calls for a rejection of the absolute incommensurability of paradigms
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and "attention to the practical indivisibility of the subjective and objective dimensions of social
reproduction” (see also Bhaskar, 1986, p.70-93). Other writers have presented arguments
which have sought a solution to the problems raised by paradigm incommensurability. Reed
(1985) has proposed pluralism as a way forward, while Morgan (1984, 1986, 1988) has moved
on to advocate the use of "images" and metaphorical views of organisations in order to provide
amore complete understanding of organisation. Hassard (1991) in organisational research has
shown support for and sought to apply Morgan's ideas, while in the accounting literature
Boland (1989) has noted the significance of these ideas to accounting research in

organisations.

Latour certainly would agree with the need to avoid in the research process a simple distinction
between subjective and objective interpretations. But while Reed and perhaps Morgan might
stop at a call for a greater use of pluralism, Latour wishes to go much further in promoting a

"symmetrical anthropology". While Reed sees pluralism as

prefer[ing] one-sided accounts which reveal part of the complexity and ambiguity of specific social
phenomena ...the pluralist strategy offers a range of contrasting insights into the characteristic
contradictions and tensions embodied in contemporary organizations. (Reed, 1985, p.201, emphasis
added)

Such contributions may be seen as providing additional support for all existing approaches.
Morgan also appears to appeal to the importance of recognising the contribution or potential
contribution of existing perspectives. In contrast Latour seeks to convince us that only by
accepting a major reassessment of our thinking can we proceed to greater understanding of our

social "collectives" our "nature-cultures".

Latour (1993) provides a much more direct assault on our existing conceptions of knowledge
and its accumulation and production. Latour's thesis may be seen as an interpretation of the
Burrell and Morgan matrix, namely that social theory consisted of a series of dualisms, in
which 'hard' nature determined soft 'society' (the objectivist view) and 'strong' society
determined 'weak' nature (the subjectivist view). As research paradigms developed around
these determinations the dualisms themselves were undermined. In studies of science the
'strong program' of the social determination of knowledge of the natural, and thus of nature

itself provided a sufficiently improbable thesis that dualism itself was challenged.

"Society had to produce everything arbitrarily ... cosmic order, biology, chemistry and the laws of
physics--The implausibility of this claim was so blatant for the 'hard' parts of nature ...and they also
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revealed ... how badly constructed were the social theory as well as the epistemology that went with
those denunciations. Society is neither that strong nor that weak; objects are neither that weak nor that
strong. The double position of objects and society had to be entirely rethought'. (Latour, 1993, p.55)

Though others have sought to address this issue, (Clegg, 1995, identifies these moves with

Popper, Wittgenstein and Heidegger) Latour adopts a different and particularly strongly

empirical orientation.

In place of these moral plays Latour recommends, first, a symmetrical anthropology: one that treats all
its objects of analysis equally, symmetrically--whether conventionally pre-modern or modern; whether
conventionally of nature or of society, or something impurely in between. (Clegg, 1995, p.156)

The attention to an anthropological approach to the research process is based on an acceptance
of the ability of such researchers to take account of all the pertinent features of a society, a
collective, and seek to understand all of a foreign culture at once. Human and the non-human
actors must be assessed using the same procedures and protocols. This anthropology must be

one that practices a generalized symmetry. Latour describes this concept of symmetry in the

following way:

Society, as we now know, is no less constructed than Nature, since it is the dual result of one single
stabilisation process. For each state of Nature there exists a corresponding state of society. If we are
to be realist in the one case, we have to be realist in the other; if we are constructivist in one instance,
then we must be constructivist for both. Or rather, as our investigation of the two modern practices has
shown, we must be able to understand simultaneously how Nature and Society are immanent - in the
work of mediation - and transcendent - after the work of purification. Nature and Society do not offer
solid hooks to which we might attach our interpretations, but are what is to be explained. (Latour, 1993,
p.95)

The empowering or constraining influence of technology and machines has typically to be
explained in purely social terms, as the result of social structures or power plays. Taking
Latour's lead we need to appreciate the constitutive nature of technology, the manner in which
machines are woven in to our collectives. It is only by studying the networks which are
constituted by these human and non-human actors that we may hope to understand these
interrelationships. A symmetrical anthropology which is able to study human and non-human
actors without privileging the one over the other is Latour's prescription for averting the failure
of modernist researchers to explain contemporary society. This is, according to Latour, a
society which is increasingly typified and characterised by human beings together with
technological devices. This movement of anthropology from studies of the extreme and the
primitive, to topics of central concern to understanding of our own society is to be celebrated.

Latour writes of the need to "bring anthropology back from the tropics"”, and illustrates his
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concern over our (as moderns) propensity to insist on seeing our society (Western Society) as
fundamentally different to others (the premoderns). As a consequence conventional

anthropology has been relegated to studying those other cultures, or restricted to researching

only the margins of western society.

3.3.5 Mixing the Social and Nature: The Concept of Nonhuman Actants

The place and effect of technology in the construction of society and in a general sense culture
are at the centre of my interpretation of Latour and my beliefs about the nature of reality.

Latour defends his ontology thus:

This move can be said either to elevate things to the dignity of texts or to elevate texts to the ontological
status of things. What really matters is that it is an elevation instead of a reduction and that the new
hybrid status give to all entities both the action, variety and circulating existence recognized in the study
of textual characters and also the reality, solidity, externality that was recognized in things 'out of our
representations. What is lost is the absolute distinction between representation and things -but such is

exactly what ANT wishes to redistribute through what I have called a counter-copernican revolution.
(Latour, 1997, p.6)

For Latour it seems there is nothing more central to his philosophy than the acceptance,
identification and interpretation of the effects upon science and society of material things,
inscriptions, machines and nature. He is interested in discourse and semiotics, but these are
partial and represent only the tools of his trade, the techniques which are a part of his
interpretive repertoire. Latour has put great stress on the power of inscriptions and the role of
laboratories in the construction of facts (see also Hacking, 1992, Robson, 1991, 1992, 1994).
It is hard to argue that inscriptions are not in part discourse, a point which Latour would be
happy to concede, but what he wishes to emphasise is that this is not all there is. Inscriptions
are material, nonhuman actants (see also Hacking, 1992) and as a consequence their effects

within the social cannot be reduced to their essence as discourse.

... what characterize[s] the modern sciences, not some epistemological break that would cut them off
for ever from their prescientific past, modern knowledge and power are different not in that they would
escape at last the tyranny of the social, but in that they add many more hybrids in order to recompose
the social link and extend its scale (Latour, 1993, p.109)

Concerns over the dangers imposed by epistemological breaks are also expressed by other
writers (Willmott, 1994). Sayer (1992), in discussing the "dualisms" which serve as the basic

distinction between subject and object underlying our concepts of knowledge in natural and
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social science, presents a table of dichotomies Table 3.1

Table 3.1: Dichotomies of Knowledge

people nature
individual society
subjective objective
thought action
mental material
mind body
knowledge practice
beliefs facts
expressive function of language referential/propositional function of language

(source Sayer, 1992, p.22)

Sayer (1992) suggests that:

although these dualisms are 'second nature' to us and probably look quite harmless, I shall argue that
every one of them is beset with misconceptions which generate problems in our understanding of the
world and of ourselves. The dualisms do not operate singly but in parallel, providing mutual
reinforcement, so that in the vertical dimension of the diagram, meanings or associations 'leak’ from one
term to the next. Sayer (1992, p.23)

Here Latour has an ally in the opposition to the dualisms which are taken so much for granted
in much of our culture. It is the setting up of these categories as dualisms, absolute opposites,
that is so objectionable to Callon, Latour and their colleagues. Bhaskar (1989, particularly
p.32-37) presents an interesting discussion of some of these issues in developing his
"transformational model of social agency" (TMSA)?2. The aim of these writers is to allow for
the mixing, the leaking of these terms from one to the other not only in the vertical but across
the "internal divide". It is a bold endeavour, if not foolhardy, but Latour feels that such an
approach, such an epistemology, is required to escape the problems which Sayer reflects on:

people are separated from society and their own activity, making it difficult for us to understand how

thought actually relates to and functions in nature and society. This implies not only an inadequate
theory of knowledge (epistemology) but an alienated view of ourselves. (Sayer, 1992, p.23)

It is very much this aspect of understanding which is at the centre of Latour's objections to
conventional anthropology and traditional epistemology. It is the convention to keep studies

of the social or the text, quite apart from nature, objects and science which restricts our
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understanding of "technoscience". It is only by mixing these elements, by recognising the
structure of the "collectives", that we create, that will enable us to increase our ability to
explain how science and society develops. This "empirical” approach is at once similar and
different to conventional qualitative research. It is similar in its use of like methods but
different in that the objects of study are both human and non-human, within the same research
design. It is an approach which seeks explanation in part in human motivation but in part also
in the influence of the quasi-objects of technoscience. Though there are certain similarities
between writers such as Sayer and Latour, Latour goes rather further than any of the writers
mentioned above in wanting to reorient our world view, to the extent of wishing to overthrow
modernity itself. Not by revolution, which he feels is a quite absurd proposition but by a

tortuous argument which amounts to a proof that "we were never Modern" in the first place.

we do not have to create this Parliament out of whole cloth, by calling for yet another revolution. We
simply have to ratify what we have always done, provided that we reconsider our past, provided that
we understand retrospectively to what extent we have never been modern, and provided that we rejoin
the two halves of the symbol, broken by Hobbes and Boyle as a sign of recognition. Half of our politics
is constructed in science and technology. The other half of Nature is constructed in societies. Let us
patch the two back together, and the political task can begin again. (Latour, 1993, p.144)

Latour argues that the consequence of the acceptance of the inherent interdependence of the
social with nature is to accept that the foundation of much of our modern literature, and
research, is illusory, since it is built on a faulty epistemology. Latour uses diagrammatic
representation (inscriptions) a good deal to try to make his case. This is especially the case for
his argument against the epistemology of modernity and his attempt to replace this with a
return to a premodern or "amodern" view of knowledge. Latour provides a summary (see Table
3.2) of his "symmetrical anthropology" the theoretical justification of which lies behind his and

others "empirical studies of science"
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Table 3.2 Constructing a Symmetrical Anthropology:

What is retained and what is rejected

What is retained What is rejected
From the -long networks -separation between nature and
moderns -size society
-experimentation -clandestineness of the practices of
-relative universals mediation
-final separation between objective | -external Great Divide
nature and free society -critical denunciation

-universality, rationality

From the -non-separability of things and -obligation always to link the social
premoderns | signs and natural orders
-transcendence without a contrary -scapegoating mechanism:
-multiplication of nonhumans *ethnocentrism
-temporality by intensity *territory
-limits on scale
From the -multiple times -belief in modernism
post -constructivism -ironic reflexivity
moderns -reflexivity -critical deconstruction
-denaturalization -anachronism

(source Latour, 1993, p.135)

Latour seeks to achieve something quite dramatic here. He insists that we must take seriously
these epistemological issues. We must follow him in a radical restructuring of the modernist
world view. Not to move to a postmodern interpretation but beyond this or indeed before this.
The postmoderns are according to Latour suffering from too willing an acceptance of a
modernist framework, such that they are interminably limited in their analysis and ability to

see the world appropriately. -

The postmoderns believe they are still modern because they accept the total division between the
material and technological world on the one hand and the linguistic play of speaking subjects on the
other ... ( Latour, 1993, p.61)

There is a great deal more analysis and theoretic argument (see Latour, 1993, p.130-154) to

the establishment of table 3.2, above. The following statement is indicative.

The balance sheet of this examination is not too unfavourable. We can keep the Enlightenment without
modernity, provided that we reintegrate the objects of the sciences and technologies into the
Constitution, as quasi-objects among many others - objects whose genesis must no longer be
clandestine, but must be followed through and through, from the hot events that spawned the objects
to the progressive cool-down that transforms them into essences of Nature or Society. ( Latour, 1993,
p.135)
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Table 3.2 presents quite a challenge to traditional epistemologies and established fields of
research. Latour is nothing if not controversial. Existing rules are broken, except that Latour
never accepted them in the first place. An indication of the approach taken by Latour may be
seen in the manner in which he describes the contribution of the postmoderns to his
reconstructed epistemology. I will describe briefly the manner in which Latour makes
selections to represent the postmodernists and summarise the arguments he uses in
justification. Clearly this cannot do justice either to Latour (1993, particularly p.91/142) or for

that matter to the postmodernists whom he tends to paraphrase.

Latour describes the postmoderns, with some irony, as "moral philosophers". It is impossible
he says to "... conserve their irony, their despair, their discouragement, their nihilism, their
self-criticism, since all those fine qualities depend on a conception of modernism that
modernism itself has never really practised.” (Latour, 1993, p.134). But Latour proceeds to
argue that we can adapt from postmodern practices in order to construct a symmetric
anthropology, "... as we add the lower part of the Constitution to the upper part, many of the
intuitions of postmodernism are vindicated ...Take away from the postmoderns their illusions
about the modems, and their vices become virtues - nonmodern virtues!" (p.134):

"... we can save deconstruction - but since it no longer has a contrary, it turns into constructivism and
no longer goes hand in hand with self-destruction.";

"We can retain the deconstructionists refusal of naturalization - but since Nature itself is no longer
natural, this refusal no longer distances us from the sciences but, on the contrary, brings us closer to
sciences in action." ;

"We can keep the postmoderns' pronounced taste for reflexivity--but since that property is shared
among all the actors, it loses its parodic character and becomes positive."

"... we can go along with the postmodemns in rejecting the idea of a coherent and homogeneous time that
.would advance by goose steps - but without retaining their taste for quotation and anachronism which
maintains the belief in a truly surpassed past." (ibid, p.135).

Though controversial, there is certainly an intuitively appealing logic at work in the proposals
Latour makes. But there remains much work to do to incorporate these ideals into accounting
research. The benefit may be profound and an excellent precedent has been set by the
intriguing research which Latour and colleagues have contributed in their " empirical studies
of science". The significance to accounting research of a framework which allows explicit
incorporation of the role of "quasi objects" in the production and reproduction of social reality
is at the centre of what this thesis seeks to explicate. Accounting and other information
systems have been treated as part of the groups of "collectives" within the hospital. These

quasi-objects are part of the translation process by which others are enrolled into the process
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of change or convinced to become an agent within a network committed to the establishment
of casemix accounting and clinical budgeting systems. The system itself does make certain
demands and does feature on occasion with human actors also, in establishing inscriptions, in

the form of accounting and other reports, which serve to convince others.

These effects cannot be adequately explained in the field of accounting, any more than in the
sciences, without an explicit framework which allows us to consider the role of other than
"social" actors. It is the combination of the human actors with other inanimate objects within
the "collectives" that allows us to see and describe the changes which are taking place within
organisations such as the hospital in response to the health reforms. To concentrate on the
system changes alone would privilege a managerial perspective and be an entirely partial view
of the organisation, while a concentration on culture and the social will not allow us to see the
"circuits of power" which are formed within the networks and collectives established as human

and non-human actors come together.

Since the invention of longer networks and the increase in size of some collectives depends on the
silence they maintain about quasi-objects, how can I promise to keep the changes of scale and give up
the invisibility that allows them to spread? Worse still, how could I reject from the premoderns the
lasting nondifferentiation of natures and societies, and reject from the moderns the absolute dichotomy
between natures and societies? How can size, exploration, proliferation be maintained while the hybrids
are made explicit? Yet this is precisely the amalgam I am looking for: o retain the production of a
nature and of a society that allow changes in size through the creation of an external truth and a
subject of law, but without neglecting the co-production of sciences and societies. (Latour, 1993, p.135)

In the above quote Latour recognises the conventional absurdity of his new epistemology. He
sums up neatly the absolute conflict between his desire for the establishment of an unmodern
theory of knowledge and the modernist view. But is this so absurd or is it just realist[ic]. Are
our dichotomies and dualisms not becoming a little overstretched? Is there not room for taking
seriously the extent to which science and technology, not to mention media, are able to
constrain and influence without human intervention? Is society not indeed the product of

technology as much as technology is the outcome of our culture, and our cultures?

By defining a total separation between the scientific and political representations, the double
translation-betrayal became possible. We shall never know whether scientists translate or betray. We
shall never know whether representatives betray or translate. (Latour, 1993, p.143)

Latour displays elements of a critical realist ontology in his analysis and writings. This basic
view of the importance of structures is applied through an acutely developed interpretive style

of empirical research’. Latour attempts more than others to give equal weight to human and
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inanimate objects within the research frame. A particular understanding of Latour is presented

in the following comment from Clegg:

The fiction of the Leviathan and the fiction of Nature cannot be contained. They leak and leach into
each other. Nature's laws cannot be known without human construction: from primitive pumps to
sophisticated electrospectographs that which, putatively, belongs to Nature can only utter its message
where human agency contrives that it can do so. Yet, simultaneously, the ingenious scientists absolve
responsibility for the message received, except in the residual categories of 'error'. Society, the modern
Leviathan, cannot arrest time: new times produce new constructions of the fiction; the subjectivity that

individual citizens are supposed to have surrendered to the Leviathan reasserts itself. (Clegg, 1994,
p.155)

In "Science in Action" Latour (1987a) structures a whole text around the falsity of the
traditional dualism between object and subject. Latour seeks to show the dangers of taking a
simplistic view, as he sees it, of the presentation of "settled" science in comparison to
"unsettled" science or "science in action". To understand how "controversies" were settled we
must follow "scientists in action" into their laboratories and through the literature as it
developed (cf. Bhaskar®, 1986). If we do not do this the picture obtained will always be
illusory and pristine (Latour, 1987a, p.53). Scientists will always tend to present a picture of

settled science as one in which nature has been fully and truthfully represented.

The two faces of Janus talking together make, we must admit, a startling spectacle. On the left side
Nature is cause, on the right side consequence of the end of controversy. On the left side scientists are
realists, that is they believe that representations are sorted out by what really is outside, by the only
independent referee there is, Nature. On the right side, the same scientists are relativists, that is, they
believe representations to be sorted out among themselves and the actants they represent, without
independent and impartial referees lending their weight to any one of them. We know why they talk two
languages at once: the left mouth speaks about settled parts of science, whereas the right mouth talks
about unsettled parts. On the left side polonium was discovered long ago by the Curies; on the right side
there is a long list of actions effected by an unknown actant in Paris at the Ecole de Chimie which the
Curies propose to call 'polonium'’. On the left side all scientists agree, and we hear only Nature's voice,
plain and clear; on the right side scientists disagree and no voice can be heard over theirs. (Latour,
1987a, p.99)

3.4 Discussion

An 'actor’ in ANT is a semiotic definition -an actant-, that is, something that acts or to which activity
is granted by others. It implies no special motivation of human individual actors, nor of humans in
general. An actant can literally be anything provided it is granted to be the source of an action.
Although this point has been made over and over again, the anthropocentrism and sociocentrism is so
strong in social sciences (as well as in the critiques of social explanations) that each use of ANT has
been construed as if it talked of a few superhumans longing for power and stopping at nothing to
achieve their ruthless goals... If a criticism can be levelled at ANT it is, on the contrary, its complete
indifference for providing a model of human competence. There is no model of (human) actor in ANT
nor any basic list of competences that have to be set at the beginning because the human, the self and
the social actor of traditional social theory is not on its agenda. (Latour, 1997, p.4)

Problems remain in the interpretation of Latour’s sociology of translation and of ANT. Latour
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devotes the major part of two books arguing for two very major, related views of knowledge

and the research process.

a\ The adoption of an "anthropological" approach to research, ie. an holistic view of research
and the need to use a range of research tools and techniques which may traditionally be

regarded as incompatible

b\ Ideas related to our conception of the research object.
1/ Cannot split the technical from the social.
2/ The importance of quasi-objects.
3/ That society is composed of "collectives" which are constituted by humans and
objects (machines/technology).
4/ The crucial importance of identifying actors - by following, "tracing", the networks
as they are built up.

5/ Treating all actors symmetrically.

Latour is anxious to avoid classification wherever possible. I would venture that the above are
all reasonably regarded as elements of a general sociology of translation, which may well
involve other concepts not listed here. On the other hand I would regard ANT as being
constituted by a subset of these elements. In this sense I would tend to see S. of T. as being

more broadly constituted than ANT.

ANT is in itself not homogeneous (see Law, 1997). "[the ANT] theory has been often
misunderstood and hence much abused" (Latour, 1997, p.1). I feel that my purpose is better
suited by concentrating upon the sociology of translation and in particular Latour's emphasis
and construction of non-human actants and their influence in the structuring of society and our
"culture”. But S. of T. and ANT are as I have indicated very closely interrelated. In this respect
my use of S. of T. is almost a matter of a personal preference for a term which I believe to

have been less abused than ANT.

I accept the emphasis on the importance of process and the tentative and developmental
aspects of networks which is a feature of both ANT and sociology of translation. But at the
same time I wish to emphasise especially the representation/interpretation of accounting

systems as technological objects ("quasi-object"). They are best conceived as "black boxes"
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which have often been relatively "stabilised" prior to their introduction to HW. Accounting
and other information systems such as those related to medical coding are powerfully
constitutive actants within the hospital able to influence the actions and perception of human

actors. This will be the subject of the letter part of the thesis (Chapters 7 through 10).

In spite of Latour's reticence to accept any semblance of conventional modern philosophy it
is still important to classify aspects of his work from a more conventional theoretical
framework (but see also Potter, 1996 and earlier discussion in section 3.3.3.). The interest in
structure in the form of networks appears to accept some realist assumptions, while Latour
clearly adopts a strong holistic approach to the research endeavour; “... we need to get rid of
all categories like those of power, knowledge, profit or capital, because they divide up a cloth

that we want seamless in order to study it as we choose.” (Latour, 1987a, p.244)

According to Latour there is much similarity between the essential elements, actions and
devices which make up the sciences and indeed effect the construction of social relations. In
the following quote Latour seeks to summarise the essential structures of 'technoscience’,

which he clearly regards as being much wider than that which are commonly termed the hard

sciences.

To distinguish between or oppose science, politics and economics would be meaningless from our point
of view, because in terms of size, relevance and cost, the few figures that decide the Gross National
Product or the political balance of forces are much more important, trigger much more interest, ....,
much more scientific method than a new particle or a new radio source. All of them depend on the same
basic mechanism: calibrating inscription devices, focussing the controversies on the final visual display,
obtaining the resources necessary for the upkeep of the instruments, building nth order theories of the
archived records. No, our method would gain nothing in explaining 'natural’ sciences by invoking
'social' sciences. There is not the slightest difference between the two, and they are both to be studied
in the same way. Neither of them should be believed more nor endowed with the mysterious power of
jumping out of the networks it builds. (Latour, 1987a, p.256)

Latour seeks to convince us that 'technoscience' goes far beyond a crude definition involving
science and technology. He wishes us to read and interpret developments in society much more
broadly than this. He strives hard to draw examples from not only the so called hard sciences:
medicine; physics; chemistry but perhaps much more significantly from geology; geography;
economics; management and politics. This is Latour's Technoscience, any activity which
involves the accumulation of knowledge, the use of past knowledge and the application of
knowledge in ways which affect us. Technoscience is defined as simultaneously strong and
weak. It may comprise ideas and concepts of great strength within its sphere of influence but

can be quite weak when attempts are made to apply ideas beyond the network of the specialism
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itself.

Though accumulation of knowledge is accepted by Latour as a central feature of the process
of development, he regards ideas and knowledge as essentially very frail. Only through other
processes such as inscription and translation do ideas become accepted, as powerful influences
on society. The process of translation takes a central place in Latour's explanation of the
process through which technoscience develops and comes into being. This concept is not

unlike Rorty's 'metaphoric redescriptions' (1989). Rorty suggests:

[we]... think of the history of language, as Darwin has taught us to think of the history of a coral reef.
Old metaphors are constantly dying off into literalness, and then serving as a platform and foil for new
metaphors. This analogy lets us think of "our language" - that is, of the science and culture of twentieth
century Europe - as something that took shape as a result of a great number of sheer contingencies. Our
language and our culture are as much a contingency, as much a result of thousands of small mutations

finding niches (and millions of others finding no niches), as are the orchids and the anthropoids (Rorty,
1989, p.16)

This has much in common with the way in which Latour describes the 'action in science'. The
tentative nature of the translation process, its controversial character and lack of predictability
are all central to following 'scientists in action'. Knowledge becomes accepted over time as
more and more people come to rely on it. Eventually becoming 'black boxes' or incorporated
within black boxes. Concrete pieces of technoscience or theoretical constructs, such as
mathematical formulas, which become 'taken for granted' and used and accepted by others
without question. Nevertheless Latour prevails on us not to grant these devices too much

power, even black boxes of established 'facts' are limited in how they may influence society.

The results of what society is made of do not spread more or faster than those of economics, topology
or particle physics. These results too would die if they went outside of the tiny networks so necessary
for their survival. A sociologist's interpretation of society will not be substituted for what every one of
us thinks of society without additional struggle without textbooks, chairs in universities, positions in
the government integration in the military, and so on, exactly as for geology, meteorology or statistics.
(Latour, 1987a, p.257)

It is in this manner that Latour seeks to emphasise the restrictions which surround the 'spread’
of knowledge and its degree of influence over society and the social. He is insistent that we
do not inveigh facts and machines with power and significance which they do not possess. For
Latour technoscience is much more of a process, much more the coming together of chance
events and acquaintances and entirely dependent on the enrolment of actors. Progress does not
consist of the irresistible march of technical development and the successive creation of great

advances by individual genius. To Latour it is the context and the process which are the key.
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The slow pattern of alliances which form as weak hesitant possibilities are transformed by

many related and unrelated events into widely accepted and 'socialised' technologies. Latour

warns us against reifying any 'science’'.

... in the case of economics, the history of a science is that of the many clever means to transform
whatever people do, sell and buy into something that can be mobilised, gathered, archived, coded,
recalculated and displayed... Those who sit inside the many Bureaus of Statistics may combine, shuffle
around, superimpose and recalculate these figures and end up with a 'gross national product' or a
‘balance of payments', exactly as others, in different offices, end up with ‘Sakhalin island', 'the taxonomy
of mammals', 'proven oil reserves' or 'a new planetary system'. (Latour, 1987a, p.227)

The social sciences are in this respect much the same as the natural sciences, they mobilise
essentially similar techniques of inscription, mobilisation and translation in order to
accumulate knowledge and thereby convince others of the correctness of their solutions. All
these processes are aimed at the same objective, that is the construction of facts and the
enrollment of actors into particular problematisations. Networks are built in order to strengthen
one view or another, to enable "facts" to be established which favour particular conceptions
of the world, particular conceptions of reality. It is through this process that people seek to
problematise one issue rather than another, and to establish their solutions as those which are
necessary to address those conceptions. It is through such processes that health policy issues
were passed in order to convince others of the need for more accountability and more
management. The efficiency of health service provision in New Zealand became problematised

(see Chapter 6).

3.5 Conclusion

Nature remains mobilisable, humanizable, socializable. Every day, laboratories, collections, centres of
calculation and of profit, research bureaus and scientific institutions blend it with the multiple destinies
of social groups. Conversely, even though we construct Society through and through, it lasts, it
surpasses us, it dominates us, it has its own laws, it is as transcendent as Nature. For every day,
laboratories, collections, centres of calculation and of profit, research bureaus and scientific institutions
stake out the limits to the freedom of social groups, and transform human relations into durable objects.
(Latour 1993, p.37)

It is this bringing in of non-human allies that adds immeasurably to the complexity of modern
society, as compared to the machinations during Machiavelli's time. The complexity is a
function of the uncertainty which is introduced as allies are brought in. This is never a certain
process, technology does not always work, inscriptions may be made to tell a different story.

Technology, or machines may be as hard or indeed harder to keep in line as people. It is as a
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result of the complexity of these interactions of humans with non-humans that understanding
the processes at work in science or within organisations and society must be built on a tracing

of the networks which are constructed by these alliances among human and non-human actors.

Though Latour finally suggests the "empirical studies" will allow us to seek answers to the
most significant issues of [un]modern society there are inevitably serious problems with a
research epistemology which is so broadly defined. We are exhorted to examine everything
at once, to endeavour to lookout all possibilities, to take an outlook of absolutely holistic
nature. It would seem that there is great scope for innovative research here, and at the same
time great opportunity for fundamental confusion (this issue will be reconsidered in chapter
11). Clearly some excellent studies have been carried out by Latour and his colleagues, but

‘lesser mortals’ might feel more [comfort]able with more comfort®.

The advantages of a more restricted view of an appropriate methodology and research site will
continue to draw many researchers. Many valuable contributions to our appreciation of the
roles of accounting within organisations have been provided by other writers using more
conventional sociological epistemologies, and these contributions will continue. But there is
increasing evidence that accounting and other organisational researchers are achieving

interesting insights in their research on organisations by using a Latourian framework.

The next chapter will describe the application of Latour's rules of method to inform the
research process. The discussion will show how borrowing from Latour enables the
explication, description and observation of practices within the organisation studied, focussing

on the technologies in use.
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Notes

1. Latour (1987a) suggests that what Sartre said of humans - that their existence preceeds their
essence - applies to "all actants: of the air's spring [this is a reference to Boyle's vacuum pump,
which is discussed further later in this section] as well as society, of matter as well as
consciousness"” (p.86).

2. Bhaskar's (1989) Critical Realism and his model of the social process (TMSA) includes 2
concepts which are relevant to my interpretation of Latour - emergent powers and depth
realism. A feature of depth realism is the acceptance of a many layered social and natural
world. In this view of "reality" a central argument is that in general though layering is accepted
it is not accepted that one layer can be explained away by developments in knowledge at a
more fundamental level ie. biological processes may not be reduced to an explanation in terms
of physics of chemistry. In a similar way Latour’s "quasi-objects", man made technologies,
possess emergent powers which affect other actors (human and non-human) and it is not
possible to reduce these objects or their effects to explanations solely related to human
actions/reactions or for that matter to their physical characteristics.

3. I would regard the philosophical position of Latour in this respect as having much in
common with Bhaskar (see Bhaskar, 1978; 1994 and Collier, 1994, particularly chapters 5 and
6).

4. Collier suggests that Bhaskar's "own work is almost entirely based on the practices of
sciences" (Collier, 1994, p.19). There are clear resonances here with Latour's desire that we
ought to "follow scientists around".

5. Bhaskar's (1989) Critical Realism and his model of the social process (TMSA) includes 2
concepts which are relevant to my interpretation of Latour - emergent powers and depth
realism. A feature of depth realism is the acceptance of a many layered social and natural
world. In this view of "reality" a central argument is that in general though layering is accepted
it is not accepted that one layer can be explained away by developments in knowledge at a
more fundamental level ie. biological processes may not be reduced to an explanation in terms
of physics of chemistry. In a similar way Latour’s "quasi-objects”, man made technologies,
possess emergent powers which affect other actors (human and non-human) and it is not
possible to reduce these objects or their effects to explanations solely related to human
actions/reactions or for that matter to their physical characteristics.
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Chapter 4: Seeking a Latourian Understanding:
Case Method and Research Design Issues

4.1 Introduction

The chapter will provide a detailed exposition of the research process. The initial discussion
will explain what was done in terms of data collection and the identification of relevant theory.
The manner in which the research process developed and the manner in which the data were
theorised is also described. Drawing from Latour has enabled the researcher to develop a

particular style of intensive case research informed by literature in the 'empirical studies of

science'.

I approached the research activity as a processual activity, in which it is necessary to seek to
be involved, to some extent, in the developments at the hospital over a period of time. The
techniques I have used to gain insight and understanding of the organisation and the
organisational actors include in depth case analysis developed through unstructured and semi-
structured interview techniques and documentary analysis (Yin, 1984, McCraken, 1987, Ragin
and Becker, 1992). The research activity at HW will be set within a broader framework which
will describe the context of the health reforms (see chapters 5 and 6) and the changes at an

individual organisational level.

The structuring of the research activity has involved a concern to enable a close examination
of the process through which a clinical budgeting and information system has been
“fabricated”. In the next section aspects of the environment will be described. This section will
present my personal reflections on the research activity in which I was engaged. The following
section presents and describes Latour's Rules of Method and Principles. I then provide a
discussion of the Rules and Principles, in order to emphasise their relevance to my research
design. The next section will show the relevance of Latour's ideas to the study of system
change at the hospital. The final section will provide concluding comments on the significance

of the theoretical framework adopted.
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4.2 Aspects of the Research Process

Though a great deal of the impetus for change was emanating from outside the hospital, as the
government policy on health reforms took effect, these largely legislative and structural
changes were only part of the story. A central concern I have in my thesis is to give the
appropriate level of emphasis to the way in which the health reforms have given effect to
significant changes at the organisational level. Very major changes have occurred in hospitals,

and other providers of secondary health care providers. My story is of some of these changes
at the Waikato CHE.

Field research was commenced without an explicit theoretic framework, consistent with an
open interpretive approach (Bryman, 1992). Callon and Latour provide in the "sociology of
translation" a "skeletal framework"' Laughlin (1995) which can provide a useful sensitising
device for the researcher. Latour’s methods are not specific about data analysis but provide
insights about what constitutes appropriate data collection and then a framework for
theorisation. Latour’s methodological constructs provide what Laughlin describes as a
sensitising of the researcher. Laughlin argues that while the “perceptual rules” used in the
research are “public and clear”, their nature is only “skeletal” and needs to be developed

during and through the research process (Ibid, p.84).
4.2.1 Issues of Access and Data Collection

Access to HW was secured partly as a consequence of the involvement of others at the
University of Waikato at the hospital, and partly as a result of the inclinations and character
of the then Director of Finance at HW. When I approached the CHE on 24™ June 1994 it was
as a result of an introduction by Dr Stewart Lawrence, associate professor in accounting at the
University of Waikato. Stewart was one of two supervisors of my thesis, at this time, with
professor Tony Lowe. At my first meeting with the Director of Finance of the hospital Stewart
and I attended together. A number of other staff were actively researching at the hospital at this
time or had completed research in the recent past. In accounting several of my colleagues were
currently engaged in research on quite diverse topics. A number of academics from other areas

of the university had significant interests in the hospital and the health sector more generally.

I had attended this first meeting at Stewart’s suggestion. Having at this time no particular
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interest in health from a research perspective. I came away from the meeting with an generous
offer of access and with my appetite whetted to understand more about what it was that was
so important about accounting for clinical procedures. What was so special about medical

coding and was it really as complicated as I was told at this first introduction to the hospital.

My lasting impressions from this first meeting were of the confidence of Joe Howells, the
Director of Finance, and his need to explain his ideas graphically. He rose several times from
the round table at which we sat in his office to draw figures on his whiteboard. Over the course
of the meeting, which lasted probably about 65 minutes, he would have done this four or five
times. He would be very careful in the depictions he placed on the whiteboard and would then
talk through them for some time. One of the diagrams I present in chapter 7 (see figure 7.1)

was first encountered by me at this first meeting with Joe Howells.

Joe came over as very confident of his ideas. Joe appeared to have a strong self belief, though
lacking a background in health. His concepts of accounting and the role and nature of
management information had been developed in an export shipping environment. The Director
of Finance explained in this first meeting that he had set an agenda for change within the
organisation, and had come to occupy a central role in the change process. He had been in post
since 1991 and had already implemented a number of accounting systems changes at the
hospital, including a completely new general ledger system and a much expanded chart of
accounts for the organisation. Joe had also overseen a considerable expansion in the size of
the finance function by this time, in mid 1994. All these changes were in train prior to my first
involvement at the hospital. What was relatively new was the involvement of Joe Howells and

the finance function in clinical budgeting.

Joe appeared to be particularly interested to involve outsiders, such as university academics
like myself, in the systems changes taking place within the hospital. It was rather as though
this could only help to confirm to others his commitment to change within the organisation.
In the initial stages of my interviews and meetings with the people at the hospital I found this
disconcerting. I wondered what it was that Joe Howells might be expecting in return. In fact
nothing was ever asked. A couple of months later when I was more familiar with the culture
at the hospital, particularly within the casemix team, I offered to write up some of my findings
in order to provide feedback to Joe and other informants. This both gave me an opportunity

to get substantial feedback while offering them something worthwhile in return for the access
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I'had been given. This offer was seized upon by Andy Reid the manager of the TCB project.
He and Joe were both very keen to be involved in commenting on the papers. Two thirty page
papers were written up by me and exchanged among people at the hospital who had had an
involvement in the early part of my research. These papers attracted comment from a variety
of informants. One was on blood processing and costing. This paper was circulated to Andy,
as TCB manager, but importantly for me also to Grant Storey, the blood centre manager and
to Willem Sandberg, who was now (December, 1994) project leader (TCB) Clinical Services
(prior to this a member of the TCB team). The other paper was an overview of the TCB project

and the implementation of casemix budgeting.

These exercises primarily enabled me to confirm with the participants the views I had taken
from my interviews with them. The attraction for Joe and a lesser extent Andy was some
public exposure for the “innovative” ideas and systems work which were being carried out at
HW. They asked that I submit the papers for publication. This I did early in 1995 to the New
Zealand Accountants Journal. At this stage they were much shorter papers, probably some
6000 to 8000 words, compared to the original 20000 plus words. Three papers were published

describing the casemix and related systems changes at HW in mid 1995 (Lowe, 1995a, 1995b,
1995¢).

The above was one strategy for confirming my findings. A number of other approaches were
also used. I do not subscribe strongly to the concept of a straight feedback of interview
transcription. Though this may work well in some instances I do not believe it would have
been especially effective in my research. Alternatives were used. One approach that I made
extensive use of was to model the accounting system processes, in an attempt both to
understand how the techniques were being deployed but also as a way of confirming with my
interviewees my understanding. This enabled me to check with them both that I had the right
message, in terms of what they were trying to convey about the way the system worked and
also that we concurred about how elements of the casemix accounting system actually
operated. The results of these to some extent technical exercises lay behind the presentation
of my research data. This is particularly the case in all the case chapters (chapters 7 through
10), and especially so in chapters 9 and 10.

This modelling took the form usually of spread-sheeting of aspects of the casemix technology.

T used this to check my understanding and confirm results for such areas as blood costing and
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the use of “relative value units” (see chapter 9, section 9.3.2) within the casemix system.

For most interviews my records consisted primarily of notes taken during the meetings and
additional notes written up immediately following, twelve were taped. Three of the meetings
were tape recorded and transcribed. In the other instances I relied on notes taken during the
face to face meetings and more extensive write ups immediately following interviews. These
were confirmed with participants on an ad hoc basis. Typically I would visit my interviewees
on more than one occasion. I would usually use such meetings to confirm points from earlier
meetings, or clarify issues relating to the accounting system and casemix technology. Some
of these points also related to the authentification of textual material. Management reports
were discussed to establish the extent to which the casemix people felt they were relied upon
by operational staff and managers prior to discussions with operational people. On other
occasions I would go back to confirm to what extent certain aspects of the casemix reporting
system was actually being distributed or implemented. This was important since in many
instances implementation of particular modules was partial, and or restricted to certain

subunits within say surgery or clinical services.

Over the time of my initial visits, covering just over two months and sixteen interviews, it
became clear that the casemix team had been built up over the 9 to 12 months prior. This
group, varying between six and nine individuals, had a role to champion the casemix
implementation process within the organisation. The group was headed by Andy Reid, who
had been head-hunted for the position. He had considerable experience in information systems
implementation in the UK health sector. Andy laid considerable stress on the lengthy nature
of systems implementation of this type. At times there appeared to be some conflict with Joe

over the speed of implementation of aspects of the casemix project.

The casemix team was made up of individuals with a variety of backgrounds. In all I completed
25 interviews with casemix team members. Most of these were with Andy (10), but extended
to cover five other members of the team. Only one of these individuals had an accounting
background, with private sector experience in financial appraisals. One was a medical coding
specialist from Canada, part of a staff exchange. Of the other two, one had largely an
administrative background and the other was a qualified nurse. The group had been assembled
with some care to include the breadth of experience it was felt desirable to give the casemix

team the necessary mix of qualities and background. The majority of the interviews I conducted
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with casemix people were in the later part of my site visits. Eight interviews out of a total of
thirty two in the very intense early part of the research field work, over a period of six months.
Then as my site visits became increasingly selective, seventeen interviews out of a total of
twenty seven. This later part of the research covered a period of just over twelve months, but

was of greater intensity in the first six months of that period.

The research process developed over the initial visits to the hospital. What was clear at an early
stage, indeed from my initial visit with Stewart, was that casemix accounting was what Joe
thought I ought to be interested in and fortunately I was. It did not take long for me to be
absolutely intrigued by what all the fuss was about. My background in management accounting
gave me an instinctive and strong interest in the idea of, not only, how but why one might want
to apply accounting and cost information to such a complex area as the provision of secondary
health care. The idea of such a compellingly problematic area as clinical casemix was too much
of achallenge to resist. The complexity of establishing product mix in clinical procedures alone
was daunting, even with my layman’s knowledge of medicine. Add to this the complex
interrelationships involved in clinical and other support services, even blood products and
byproducts. Decisions on overhead allocations across all this. Clearly this was an Alladin’s

cave to a management accountant.

My interest was raised though my uncertainty was also very high. As interviews developed and
opportunities arose my perspective upon, and objectives for, the research changed. Access had
been unanticipated, but once offered, the site had appeared attractive and challenging. My
approach to the research was investigational. Initially this seemed the obvious position to take
since I had no particular experience of the management or accounting systems of public sector
organisations, and no experience other than that of the layperson of medical services. The first
10 or 12 interviews were quite exploratory, both for myself and for the interviewees. I took the
opportunity at this stage to seek to understand the environment within the hospital, and the
reactions and perceptions of the subjects of the interviews to the changes affecting the health

system in general, and the hospital in particular.

At this time I also undertook a good deal of background reading, particularly of health policy
and particularly New Zealand health policy, in order to acquaint myself with the environment
facing the New Zealand health sector. This was valuable in order to establish an appreciation

of the organisations involved in the health sector and to sensitise the researcher to the language
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of health reform. Without the ability to display some understanding of the health sector
environment it would have proved very difficult to establish the necessary rapport with people
at the hospital. As Bourdieu notes the researcher's ability to obtain an appreciation for the views
of the people who are the subject of the research is severely in doubt, without the establishment

of such a relationship.

If the research interview relationship is different from most of the exchanges of ordinary existence ...
it is, in all cases, a social relation. This has some effect on the results obtained (the effects being
variable according to the different parameters which influence them) ... scientific questioning, by
definition, excludes the intention of exerting any type of symbolic violence capable of affecting the
responses; yet it still remains the case that on these matters one cannot trust simply to one's own good
faith, because various kinds of distortion are embedded in the very structure of the relationship. It is a
question of understanding and mastering these distortions. And doing this as part of a practice which
may be reflective and methodical, without being the application of a method or the embodiment of
specific theoretical thinking. (Bourdieu, 1996, p.18)

Bourdieu (1996) argues that 'only reflexivity, which is synonymous with method, but a reflex
reflexivity based on a sociological feel or eye enables one to perceive and monitor on the spot,
as the interview is actually being carried out, the effects of the social structure within which
it is taking place. 'Only by making such an effort to understand our own presuppositions can
we claim to be engaged in the scientific investigation of presuppositions' (Bourdieu, 1996,
p-19). I believe firmly in the idea that only in relatively unstructured interview situations is it
possible to engage such approaches as Bourdieu describes. I see this reflex reflexivity of which
Bourdieu speaks as a very subjective and individualised nature. The ability to “monitor on the
spot”, to use “feel” or a “sociological eye” are what I believe I strive for in my research. The
ability to put oneself, to at least some extent, in the others’ position is an ability which can only

ever be partially successful and is always tentative and uncertain (Collins and Yearley, 1992a).

I anticipated a research process which would be field intensive and longitudinal. This approach
would require a considerable degree of access to different members of the organisation over
a period of at least one year. In the event field visits continued over a period of just over 18
months, and access was accorded to me with a considerable degree of organizational largesse.
I can only recall on one occasion contacting a clinician who declined to be interviewed, during
a period of particular strain within the hospital, about 2 weeks after the chief executive
resigned. Other than this instance the organisation permitted me access over a period of time
and to a range of people, from managerial, accounting and clinical backgrounds. In have
recorded tapes and notes of 59 interviews (appendix 6.1 for details). In addition 8 meetings

were attended (appendix 6.2 for details).
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Over the period of the research, the hospital provided me with generous access to people and
documentary evidence, both of these resources fulfilled my criteria in all the most crucial
respects. I was able to operate as an independent researcher with complete ownership of the
data I collected. In some instances I was asked to clear particular documentary material with
Joe Howells before I might use it in my writing, but I was never asked to disguise the
organisations identity in my subsequent writing. As my research progressed and the data began
to shape my ideas, I used a combination of literature review and visits to additional informants

in order to follow up on aspects of my findings. It was through this period that the focus of my

research became increasingly clear

A number of preliminary meetings were held, as mentioned earlier. These were of central
significance in the development of the research. Aspects of the environment started to stand
out as recurring themes in the interviews held with people of different backgrounds at this
stage. As my experience of the organisation increased I developed my research questions
around the importance of the health reforms for the hospital. It became increasingly apparent
to me how central, to the changes within the organisation, the accounting and information
systems were. The networks which were built up throughout the organisation by the accounting
systems, the spread of the inscriptions which were produced by the technology became a

particular focus of my research.

I'started to find my informants more and more inclined to talk about the effect the new systems
were coming to play within their part of the organisation or the role which they had in the
implementation of the new systems. Symbols and diagrams which I had first been exposed to
in the Finance Director’s office on my initial visit to the organisation began to re-appear as
others sought to represent the hospital structure and systems to me. It increasingly became
apparent that the new accounting and information systems which were associated with the
reform process within this hospital formed a critical part of the changes which the organisation
was undertaking. Consequently my research efforts became increasingly focussed on issues of
the systems implementation, and of seeking to understand the relationships which were being

established throughout the organisation as these systems were implemented.

Access was linked to a very general request to look at casemix developments and the CHEs
clinical budgeting project. Initial interviewees were all people who had had an active part in

the project to date. Of the first 20 interviews all but 3 involved relatively senior managers (10)
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and very senior clinicians (5) within the hospital. The other 2 were with an external advisor
from a local accounting firm who was a member of the steering committee for the clinical
budgeting project and an audit and contract manager from the RHA. Not all were converts to
the relevance of casemix information, indeed some of the clinical support services people had
only a very limited knowledge of how the systems changes they were seeing would feed into
the Transition casemix software. Over this period of four months I interviewed seventy percent
of the internal members of the steering committee, which had the overseeing role for the
clinical budgeting project. One steering committee meeting was attended and I attended three

meetings of the coding committee.

I'had been told at the first meeting of the importance of medical coding (for a fuller discussion
see chapter8). I was lucky enough to see Ron Shaw, the surgery division business manager, in
late June, 1994 at which time I was invited to attend the next meeting of the coding committee.
Ron chaired this committee and was very helpful in both inviting me, getting notice of the
meetings to me and minutes and also giving me the opportunity to explain at the July meeting
my presence at the meeting and my research interest in the organisation. My interest in coding
was aroused at this early stage. The coding committee was working almost exclusively in the
surgery division at this time, occasionally meetings were attended by nurse managers from the
women and child division. Some of the clinicians who attended had responsibilities in both
areas. The committee was made of clinicians, nurse mangers from a number of surgery wards,
the surgery division business manager (at this time Ron Shaw), surgery division accountant and
some systems people as and when required. The systems people who attended most often were

from the medical coding unit.

The other key interest I developed at this time was in the clinical support division. At this
relatively early stage in the implementation of the casemix project this division was generally
regarded within the casemix team as being the furthest advanced. This division includes
laboratory services and the blood collection and processing centre. The TCB team member who
had particular responsibility for developments here was Willem Sandberg. I had met Willem
at my first visit to the hospital when he had been called to speak to with Stewart and I by Joe
Howells. Willem’s background was in financial appraisal, very much a backroom accounting

type occupation.

Willem was very open to my interest in the design and implementation of accounting
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techniques in these “feeder” areas. At this time in July/August, 1994 Willem had implemented
costing systems in the biochemistry laboratory, and was working on systems for radiology and
the blood centre. I was intrigued by the use of accounting techniques for product costing in
these areas and arranged follow up interviews with Willem and with the managers of the
biochemistry laboratory and the blood centre. Both of these were quite different products, range
of product, magnitude of costs and were being treated very differently in terms of costing
systems (see chapter 10 for detailed discussion of blood costing). Willem took great delight
over a number of meetings, seven interviews all told, in “explaining” the costing systems he
had been developing, to me. The design for these systems was invariably done off line by
Willem, often using a spreadsheet. But implementation always would involve applying his
model into the transition casemix reporting software package. Because of the often quite
extraordinary programmed logic of this package this invariably made understanding the actual
implementation problematic. This was very true of blood costing but can also be seen in what
I have tried to explain of the use of relative value units within the transition system (see
chapter9, section 9.3.2). Willem explained that, having been delegated the task of producing
product cost data for the clinical support areas, he had almost complete freedom to agree

costing procedures and techniques with particular operational areas.

This impression was not limited to Willem’s area and lead me to see change within HW as
taking on an idiosyncratic character. What I saw were apparently complex processes relating
to the organisation’s managers and other peoples’ actions as they sought to play a part in the
implementation of the casemix system. It appeared to me that individuals made critical
decisions about aspects of implementation eluding most attempts at coordination. Members of
the casemix team made often major decisions about the adoption of accounting techniques
without obvious recourse to others (aspects of this are described in the case chapters, see
particularly chapter 10). But there were other examples where individual decisions about not
to do certain things also appeared to be significant. As casemix responsibilities were delegated,
individual team members made key decisions about whether to implement certain modules

from the Transition software system. Such decisions contributed to the idiosyncrasy.

I do not mean to indicate here that there were no attempts at coordination. There certainly were
but these would be sporadic and certainly over 12 of the 18 months covered by my visits to the
hospital it became clear to me that the system was so complex that it was very difficult to

accurately gauge progress. This tended to mean that individual members of the casemix team
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appeared to have considerable freedom. They would need to demonstrate progress in one area
of systems implementation or another. In surgery in particular medical coding (see discussion
in chapter 8) was given high priority, less clear use appeared to be made of outputs from the
casemix system. Toward the later stages of my site visits certain surgery wards were trying out
management reports, providing actual against budget and variance analysis (see discussion in
chapter 9), from the Transition casemix system. In the blood centre (see chapter 10) and
biochemistry laboratory cost information was given prominence. In these areas of clinical
support much earlier use was made of flexible budget reports from the casemix system, than

was the case in surgery or medical.

Joe Howells had explained at an early meeting that a particular concern he had was with
developing a formal implementation plan for the TCB project. This was at least 9 months
following the establishment of the TCB team. Though eventually an implementation plan came
to exist it formalised the existing projects more than it set plans for their implementation. In
fact during the first six months of my involvement at the hospital the implementation plan was
the most common topic of meeting and telephone calls between myself and Andy Reid. Andy
held the responsibility for finalising this plan and I was involved over this period in writing up
aspects of the project in which I been gathering information over different parts of the
organisation. Some of my contribution to the overview documantation which described some
setailed aspects of the project were referred to earlier and published in the NZ Accountants
Journal (1995b). It was also at this time that I began to develop a sense of the complexity of
the systems changes taking place at the hospital. The particular significance at HW of the
Transition Casemix System. The centrality to the implementation process of some individuals
and groups while others might be affected be remained relatively peripheral. I will relate this
to some of Latour’s sociology of translation later in this chapter and later and in more detail
later in the thesis. The Transition software came to play a central and powerfully constitutive

role in the Clinical Budgeting Project at HW.

Though in the above I am portraying as patchy the casemix implementation this is not meant
to indicate any lack of influence of the system or the data and representations it provided. There
is no doubt in my mind that the casemix system had considerable influence over a range of
people at the hospital in a variety of functions, well beyond those directly involved in the
system implementation. The finance function appeared influential in the developments and

collected and represented much of the data in report format. It was finance and casemix team
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people generally who acquired the expertise to get the system to work. These people were able
to influence others in the organisation by the decisions they made. If Joe Howells wanted
medical coding given priority staffing decisions were made. The coding committee was
instructed toward different priorities (see discussion in chapter 8). Again I do not intend here
to imply that Joe could call the shots and decree a result. But influence yes, clear outcomes no.
In such complex areas as medical coding many things and people would need to come together
to produce a result. Typically I would argue that the results were more often than not

unpredictable and difficult to put down to a single person or objective cause.
4.2.2 How My Theoretical Ideas Developed

Particular ways of theorising the research were considered from quite an early stage. I wrote
up aspects of the research using an institutional theory perspective and also form a critical
theory, Foucauldian view. I had considered both of these lines of thinking in the: first six
months of the field research. But I remained unconvinced of the adequacy of the explanations
to myself. Being unhappy with the explanations I was able to perceive in this way I continued
to think about and read from other methodological perspectives over this period. I did not
chance across Latour until Tony Lowe, who was one of my supervisors at that time, asked me
one day in late November, 1994, if I had read anything of Callon and Latour. Tony gave me a
particular reference to Latour’s Science in Action (1987a). In fact though only mildly interested
the reference lay at the back of my mind while I completed work on the papers from the two

perspectives I mentioned earlier.

It was probably not till January, 1995 that I obtained a copy of Science in Action. Once I began
to read I could not put the book down. This was the theorist for me. At this time I was aware
of at least two articles in the accounting literature that had used aspects of Latour’s thinking
but that was a minor concern. I was convinced that Latour had some ideas I had to explore. 1
did not put me off in the least at the time that Latour’s writing was apparently so far from
accounting. I was convinced that there was application waiting for such far-reaching and
challenging concepts. I began at this time to read around other work by Latour and to a lesser
extent other writers in the sociology of science literature. At this stage I was unaware of the
literature on so called actor network theory. It is noticeable that this is not a term which Latour
favours. It is difficult to find in his writing prior to a conference keynote address Keele

(1997b). This is in spite of the fact that Latour is credited along with Callon and to a lesser
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extent John Law, as prime contributors to the development of ANT.

In theorising my research evidence the concepts developed by Callon, Latour and colleagues
appeared increasingly appropriate. Callon and Latour's sociology of translation as developed
in their 'empirical studies of science' seemed to contain a number of elements which were
directly applicable in the developments at the hospital. Initially I relied on writings by others
in accounting and information systems (Preston et al, 1993; Robson, 1991, 1992; Bloomfield
et al, 1992). Later I became increasingly unhappy with the characterisation of Latour in the
accounting literature particularly. Probably a year or fifteen months into the research I felt that
in order to distinguish my contribution to the literature in my thesis I ought to be rather more
accurate in my “translation” of Latour than other writers had been. This was not just a matter
of being different for me, though I believe very strongly that my writing in the thesis is both
arelevant and accurate portrayal of Latourian concepts of the social. I also would maintain that
the concepts I have struggled to portray throughout my thesis are reflective of my own best

efforts at sense making in the world.

At the same time as I was coming to terms with Latour. I was being surprised on continuing
visits to the hospital at the way my interviews developed. I mentioned earlier the recurrence
of different people insisting they explain things to me by the use of diagrams. This was not
restricted to the figurative view of the clinical budgeting system which I referred to earlier. The
systems division director, used a diagrammatic picture to show the options on medical coding
in a coding committee meeting. A very senior medical specialist showed me how his interest
in using casemix data for research purposes had resulted in his graphing the patient outcomes
from certain medical procedures. Other people of differing backgrounds consistently wanted
to explain what they did or how “their” systems worked by using tables, diagrams, computer
printouts and in some cases pc software: from simple spreadsheets to a complex medical

coding package called a “grouper”.

Increasingly I came to view the events at the research site as being represented in terms of
networks consisting of human actors and technology in the form of information systems. I
came to see and became concerned to understand the systems which were being implemented
as part of a complex network. The way in which I have sought to theorise my research using
Latourian constructs is considered in more depth later in this chapter, see section 4.4. I see the

applicability of Latour’s ideas as confirming of and assisting in the explanation of the way my
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research data was developing at the hospital. I was already being “encouraged” by my
interviewees responses to concentrate on the technology and the power of graphical

inscriptions. It is concepts such as these which are central to Latour’s conception of social

change.

Accountants, medical coders, casemix analysts, clinicians, nurses and others health
professionals were interviewed and indeed “followed around” in order to gain insight into the
impact of the casemix and related system changes. I will return to Latour’s call for us to seek
explanation by “following around” our informants (see discussion in section 4.4 and especially

4.4.1) but I will take an opportunity now to clarify what I feel this call means in my research.

This need to follow around our informants is a part of the postmodern turn. It is a research
strategy which is based our an acceptance that we cannot, or at least, ought not to rely just on
what our informants say. As a consequence I take seriously the need to follow. This does not
mean just tagging along to see what people do. Most importantly is its appeal to us as
researchers not to be easily led. Not to take so much for granted. But in addition to this in my
research it means following what people do in their day to day actions. At the hospital, as in
other organisations, such daily activities routinely bring people into contact with technology
and information systems. Perhaps the major aim of my research is to give appropriate
empbhasis to these interactions. At the hospital many people are being and have been affected
by the casemix system. In my research I am seeking to show why these effects are important.
What makes the technology so attractive and embracing? Why do people take it as seriously

as most of them do?

4.3 Latour's Rules of Method and Principles

Latour (1987a, p. 258) offers seven rules of method (see table 4.1) "for studying the
fabrication? of scientific facts and technical artifacts" (1987, p. 21), along with six principles
(see table 4.2) (Latour, 1987a, p. 259).

4.3.1 The Rules of Method

Latour builds up his explanations of these 'rules' throughout 'Science in Action'. The approach
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used in this thesis to the mobilising of Latour within the context of systems change in a large
public health provider has been useful in providing a framework from which to theorise
research findings. Latour provides a range of theoretic categories through which the
development and spread of ideas may be better understood. Though writers of 'empirical
studies of science’ have been applying the ideas of Callon and Latour for some time, it is only
more recently that others have sought to apply the frameworks provided by these writers to the
study of management information systems and the role of accounting within organisations (see

for instance: Preston et al, 1993; Bloomfield et al, 1992)

The 'Rules of Method' which Latour expounds are a mix of philosophical approach to
knowledge and exhortation of an acute scepticism. Latour seeks to convince us of the need to
‘follow the traces' that are produced as 'networks' are built up. It is only by seeking to explain
the way in which ideas have developed, how they have been made into more of a fact or less
that, according to Latour we are able to understand how 'things come to be'. Latour effectively
states and restates his interest in convincing us of the role of translation in the 'fact production'
process and of the need to consider the role of non-human objects, such as: machines;

information systems, accounting systems and so on in the construction of networks.

It is, Latour argues, these hybrid objects which are the strength behind the construction and
spread of networks, which provide the means through which society is changed. Indeed,
according to Latour, both nature and society are jointly produced out of the translation process.
As networks are built, and ideas spread, issues are problematised and as the controversies are

settled we are able to see nature in a different light as society is stabilised in new ways.

Table 4.1: Latour's Rules of Method

Rule 1 We study science in action and not ready made science or technology; to do so,
we either arrive before the facts and machines are blackboxed or we follow the
controversies that reopen them.

Rule 2 To determine the objectivity or subjectivity of a claim, the efficiency or perfection
of a mechanism, we do not look for their intrinsic qualities but at all the
transformations they undergo later in the hands of others.

Rule 3 Since the settlement of a controversy is the cause of Nature's representation, not
its consequence, we can never use this consequence, Nature, to explain how
and why a controversy has been settled.
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Rule 4 Since the settlement of a controversy is the cause of Society's stability, we
cannot use Society to explain how and why a controversy has been settled. We
should consider symmetrically the efforts to enrol human and non-human
resources.

Rule 5 We have to be as undecided as the various actors we follow as to what
technoscience is made of; every time an inside/outside divide is built, we should
study the two sides simultaneously and make the list, no matter how long and
heterogeneous, of those who do the work.

Rule 6 Confronted with the accusation of irrationality, we look neither at what rule of
logic has been broken, nor at what structure of society could explain the
distortion, but to the angle and direction of the observer's displacement, and to
the length of the network thus being built.

Rule 7 Before attributing any special quality to the mind or to the method of people, let
us examine first the many ways through which inscriptions are gathered,
combined, tied together and sent back. Only if there is something unexplained
once the networks have been studied shall we start to speak of cognitive factors.

( Source: Latour, 1987a, p.258 )

4.3.2 The Principles

Latour argues (1987a, p.17) that the 'principles' are open to debate to 'falsification’, but the
rules must be taken as a package "with them it is ... all or nothing. This is rather an
extraordinary position since both the nature of the text 'Science in Action' and the nature of the
methods and principles appears to make them very much interdependent, in some cases they
appear to be mere restatements of the same thing. Latour also makes much of the necessity,
in line with rule 2, to accept that 'the objectivity of any statement is a consequence of the
transformations which it undergoes at the hands of others'. Since the 'fate of facts... is in the
hands of later users' how can Latour be allowed to make a claim of his rules of method which
he will not allow of others. In this respect Latour is perhaps attempting to 'enrol us' in a not
so discrete manner. In Science in Action Latour does indeed present the rules as being a direct
consequence of the principles. Perhaps then it might be more 'scientific’ to treat both as

questionable.
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Table 4.2: Latour's Principles

Principle 1 The fate of facts and machines is in later users' hands; their qualities are thus a
consequence, not a cause, of a collective action.

Principle 2 Scientists and engineers speak in the name of new allies that they have shaped and

enrolled; representatives among other representatives, they add these unexpected
resources to tip the balance of force in their favour.

Principlc 3 We are never confronted with science, technology and society, but with a gamut of
weaker and stronger associations; thus understanding what facts and machines are is
the same task as understanding who the people are.

Principle 4 The more science and technology have an esoteric content the further they extend
outside; thus, 'science and technology' is only a sub set of technoscience.

Principle 5 Irrationality is always an accusation made by someone building a network over
someone else who stands in the way; thus, there is no Great Divide between minds,
but only shorter and longer networks; harder facts are not the rule but the exception,

since they are needed only in a very few cases to displace others on a large scale out
of their usual ways.

Principle 6 History of technoscience is in a large part the history of the resources scattered along
networks to accelerate the mobility, faithfulness, combination and cohesion of traces
that make action at a distance possible.

( Source: Latour, 1987a, p.259)

Latour (1987a) indicates specific articulation between the principles expounded in table 4.2
and the rules of method which we discussed earlier (Table 4.1). These principles might be
taken as an indication of Latour's theory of knowledge or epistemology, the philosophical
underpinning of the rules of method and the sociology of translation. Since this thesis has
used aspects of Latour's sociology of translation to provide an explanatory theory for the
research data, the general thrust of his principles is also accepted. The principles effectively
provide a skeletal methodological framework® which provides the broad ideological
boundaries within which the research methods have been applied. It is thought that the
influence of this framework has not been overly restrictive of the research and that it is rather
the rules of method which have most directly influenced the thoughts, interpretations and

presentation of the research. Gouldner discusses the issue of theory choice in another field

... I found the usual discussions of "attitudes", "beliefs" and "values" [unable] to situate me in a
theoretical tradition that lacked specific, substantive "middle-range” theories that could help ...
(Gouldner, 1976, p.65)

In this research, Latour’s theories have been used to provide this "middle range" theorising.
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4.4 Research Design

The sociology of translation is the term commonly used to describe the process through which
Latour's methods are mobilised. It is primarily concepts drawn from Latour's translation

process which have been used in explicating the development and change of accounting

systems at HW over the last 3 years.

The translation process includes the definitions, interpretations and meanings that emerge
from, and/or are deliberately and inadvertently shaped by, the actions and interactions of the
participating individuals. The participants in my case research include the system designers,
casemix analysts, business managers, clinicians and those others whose actions are influenced
by the system. The emerging definitions, interpretations and meanings are seen to shape the
way in which people think, talk and feel about the ‘system’ and condition their participation
in, and/or response to, the design, implementation and operation of it. Individuals'
interpretations and actions may reinforce or resist intended patterns of responsibility and
accountability. In this respect the relationship is reciprocal, individual action may produce and
reproduce organizational structures and in turn be conditioned and constrained by such
structures (Giddens, 1984). The data that a budgetary control system records, the way one set
of data is converted into new data through processes of aggregation and calculation, the
manner by which the budgets are communicated and reported, and the uses and debates that
it stimulates, can be seen to both set the agenda for (Cooper, 1981), and condition (Hopwood,

1973), managerial action.

Mechanisms of control and the manner in which a system is designed to operate becomes
dependent on the actions and interactions of the participants, and the predictability of
implementation is lost. As a consequence it is simplistic to assume that by simply assembling
the components of a system, that the desired or intended outcome will be achieved. System
design represents only part of the fabrication process. The process of translation also includes
individuals' interpretations of, and responses to, the proposed or implemented system. As a
result unintended actions and reactions are likely to play a significant role in shaping the
system in a complex environment such as that involving sophisticated budgetary and

accounting information systems.

The casemix system being implemented at HW was labelled as the "Toward Clinical
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Budgeting' (TCB) project. The TCB project was to be constructed around a central suite of
software known as RUS (Resource Utilisation System) or more formally as Transition. The
project was to involve a major re-implementation of a system which had been in use
previously within the organisation, and also a number of developments had been identified in
supporting or 'feeder' information systems. The opportunity provided by gaining access to the
organisation at this early stage in the implementation process was to be extremely beneficial.
The research was planned and suitable interviewees identified to take account of the emphasis

which Latour places on rhetoric.

4.4.1 Applying Latour's Rules of Method

In approaching the research at HW, I sought to apply the investigative framework which was
introduced in the preceding section. The research site provided an opportunity to the researcher
to "arrive before the 'facts and machines are black boxed' and to 'follow the controversies'
[Rule 1]. This is similar to the position noted by Preston et al (1993) in their study of changes,
at the regional level. At HW ‘facts’ were being fabricated to enable a detailed 'casemix’

analysis of the services the hospital provided to inpatients.

The research design at HW developed as understanding of the intricacies of the relationships
unfolded. As different parts of the system came to be seen in context of other developments
and plans, the nature and direction of the research altered. Opportunities to extend the research
to consider the impact of medical coding on the role and structure of the casemix system are
an example. The researcher took steps to ensure that such aspects could, where possible, be
brought into the research project. Rules 4 and 5, 'we have to be as undecided as the various
actors we follow as to what technoscience is made of [Rule 5], have implications for the role
of non-human as well as human actors within the process of change which will be discussed

subsequently [see discussion of Rule 4 following].

Rules 3 and 4 are essentially philosophical arguments which seek to establish the credibility
of particularly Rule 1. In the light of Rule 2 it might be argued that Rule 3 is simply an
explanation of why we must seek to explain how 'facts' become accepted as such, without
recourse to 'the nature of things'. This is widely accepted in much of the social sciences.

Consequently it could be argued that Rule 2 in its emphasis on the social construction of
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meaning has been widely accepted by other writers on society and organisations.

Rules 2 and 3 make it essential to 'follow actors around' the organisation so that their
contribution to the system implementation might be understood. Interviews were held with
accountants and casemix personnel, to establish their interpretation of what they were seeking
to achieve. But in addition meetings were attended, both involving internal speakers and
outsiders, a number of whom were invited to speak to staff at the hospital. It was particularly
during such events as these that the ability of spokespersons and the mobilisation of
information technology could be seen to influence other staff less directly involved in the TCB
project. The involvement of invited 'spokespersons' was illustrative of the 'enrolment of allies'
in the process of 'convincing'. Some of these speakers were from overseas, some were from
the Transition organisation based in the US. These spokespersons were able to present the
system features in the best possible light. Their presentations often involved the use of
technology to present convincing 'facts' about casemix information. Often these presentations
involved the use of fictitious 'inscriptions' of clinical and or financial data, which provided

added strength to the presenters arguments.

Latour seeks in rule 4 to reinforce an argument which he makes for symmetry in understanding
the contribution of the natural, or real objects, and the social to the process through which
controversies are settled. More directly of relevance to the attitudes taken within this research
is the emphasis given to 'efforts to enrol human and non-human resources' (Rule 4). Rule 5
also refers to 'what technoscience is made of '. This is another reference to the significance of
machines and technology in effecting the process of change. In the research at HW particular
emphasis was given to understanding the accounting and information systems. This involved
becoming familiar with their structure and particularly the way in which the systems
manipulated data. The researcher spent considerable time in seeking to understand the
‘inscriptions’ which were provided from these systems to human actors and to other
information systems. In a number of instances spreadsheet models were built in order to
capture the 'translations' which were being carried out within the accounting and casemix

systems.

Elsewhere Latour (1993) makes very strong arguments in respect of how human and non-
human actors must be treated symmetrically in explaining how changes in technoscience come

about 'understanding what facts and machines are is the same task as understanding who the
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people are' [Principle 4]. Latour justifies his arguments, in what might be seen as the
privileging of technology, by suggesting that there has been an aversity among theorists to
combine human and non-human actors in explaining the development of society and of
knowledge. Latour recognises that his approach is in conflict with both a, conventional,
modernist and post modernist theory of knowledge. On the contrary Latour argues that our
society has become as it is because of this establishment of 'collectives' of humans and non-

humans, of the social and objects or machines.

It seeking a term to encapsulate the joint effects of human and non-human actors in the
construction of society and nature Latour describes these associations as 'networks' [Rules 6
and 7 both make reference to this term]. 'Before attributing any special quality to the mind or
to the method of people, let us examine first the many ways through which inscriptions are

gathered, combined, tied together and sent back' [Rule 7].

Actor networks is perhaps the phrase with which Latour's work is most often described (see
Clegg, 1989). Once again this concept of establishing the 'length [and nature] of the network
thus being built' was central to the research activity at HW. Clearly this idea is related to some
of the issues already discussed. But 'tracing' the 'networks' is perhaps the single most
appropriate way of summarising the approach taken to the research activity both at the hospital
and in the health sector. This gave rise to the concerns of the researcher to take appropriate
account of the environment in which changes within the health provider were taking place.
Issues relating to the health reform process at a national level are discussed in chapter 6. It was
necessary in order to appropriately trace the networks which were complicit in effecting the
health reforms, and effecting the impetus of change within the hospital, to follow events in the
health environment. Only in this manner might an appropriate understanding of change within

the research site be made possible.

4.4.2 Accounting and the Production of Facts

At the hospital technical systems have played and been made to play a pivotal role as,
particularly, managers within the organisation have sought to respond to the reform process.
Accounting systems have been called upon to inscribe "facts", and at other times to act as

arbiters of the truth, as convincing spokesperson. Other "black boxes" have been brought in
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to the process of enrolling, mobilising and convincing others. These hybrids, a mixture of
technology and human invention, are both the subject of the human spokesperson and the
objects which provide the convincing of other humans. These systems place constraints on
people while at the same time acting as their allies. The accounting system fabricates the
"facts" in accordance with internal logic and by combining and recombining masses of
inscriptions on top of other inscriptions. The logic of these systems cannot be adequately
explained or challenged without reopening long closed "black boxes". In most instances at the

hospital such challenges would be difficult for people to mount.

The great masses of Nature and Society can be compared to the cooled-down continents of plate
tectonics. If we want to understand their movement, we have to go down into those searing rifts where
the magma erupts and on the basis of this eruption are produced - much later and much farther off, by
cooling and progressive stacking - the two continental plates on which our feet are firmly planted. Like
the geophysicians, we too have to go down and approach the places where the mixtures are made
that will become - but only much later- aspects of Nature or of the Social. Is it too much to ask
of our discussions that from now on we should spell out the latitude of the entities we are talking

about as well as their longitude, and that we should view essences as events and trajectories?
(Latour, 1993, p.87)

The above passage at once simplifies and seeks to explain all that Latour seeks to achieve. The
crucial argument that the essence of a "fact" cannot be securely ascertained by observation and
analysis in the present. The inherent mixing of nature and society, such that we may not
apprehend our "facts" in the present without examining their past, the manner in which an

object of science or a piece of technology became recognised as such.

The mixtures of social and natural "collectives" mobilised in producing the final object we
perceive are concepts which are of applicability to accounting and organisational research. In
the case of an accounting or information system, there is a simple parallel. The researcher
faced with an organisation might take an existing accounting system as a given and proceed
to carry out research on the social interactions which are taking place within the organisation.
This research might provide valuable insights on the role of accounting in wider organisational
contexts, but what if we discover by examining more closely the history of the development
of the organisation and the accounting system, that the existing social structures and the
behaviour of the human actants is bound up in the development of the system itself. We can
perceive events and processes which have led to, not only the essence of the system being
effected by human actors, but the behaviour of the human actors having been conditioned in
part by the acting and reacting with the technology. In this process it becomes necessary to

identify the networks which allow technology to develop and at the same time constrain its
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application.

On entering the research site it seemed to this researcher that the obvious way in which to
obtain knowledge of the casemix project was by seeking out the links within the hospital
organisation which were impacted upon by the casemix project. In following such a strategy
it became apparent that to understand the events which were taking shape in the different parts
of the organisation it was going to be important to establish, at least in part, the network of

relationships which constituted casemix.

In attempting to clarify the links and determine, in Latour's terms which were stronger and
which weaker, it began to become clear how important a role was being played by the
technology, by the non-human actors. Consequently I found myself increasingly drawn to the
need to gain an understanding of the accountings and other information systems being
implemented across the organisation. It was only through this appreciation of the significance
and strength of the role played by these quasi-objects that it became possible for this researcher
to provide an explication of the effects of these changes within the hospital. It is these
collectives and networks which are formed by combining human and non-human actors which

enable technoscience, and society, to develop.

4.4.3 Tracing the Networks at HW

In the analysis undertaken at HW, the primary piece of management technology which is still
currently undergoing implementation is the casemix or clinical budgeting system. The choice
of name for the budgeting system is of itself indicative of a rather more astute approach to the
need to bring medical professionals and particularly clinicians onside. Latour's rules of method
have been used to guide the research activity and particularly the theorising of the outcomes

of the research process.

The transformation of the existing accounting systems and the construction of the clinical
budgeting system from a set of possibilities to an "accepted" piece of managerial technology
is examined through examination of the engagement of staff in "building prototypes" within
the accounting system. At the local level the research included observation of the "Toward

Clinical Budgeting" Steering Group, sub group meetings and examination of minutes and other
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documentary records. National developments which convince people of the government's
seriousness in reorganising the public sector in general and controlling costs also impact on
the reception of new systems. More specifically changes in the structure of and funding of the
Health Sector have been tactically important in increasing the "realism" of health service
professionals. Later chapters (see chapters 7 through 10) seek to illustrate how the process of

“closing” the technology operated at the research site.

... attempts to develop convincing arguments ... to make it a system that is used, to make it a "natural”
part of the organisations' functioning. ( Preston et al, 1992, p.568)

There are a number of similarities between Latour's technoscience and the developments in
system implementation at the hospital. The ability of technology to spread and become an
accepted part of society is characterised by Latour as being dependent in part on the ability of
the innovator to mobilise resources. This may be translated in terms of the necessity of
laboratories and machines to produce scientific research or of bureaucracy to provide
representations, or inscriptions of the economy. Only those who are able to enrol such allies

are able to enrol others.

We may see the transition software and the clinical budgeting system as, the equivalent, at the
hospital, of the machines and technology of which Latour speaks in "technoscience". Latour
intends that we should acknowledge the significance of these "quasi-objects", in studying and
seeking explanation of why things are as they are. A balance must be struck between the
attention that is given to social interaction and behaviour (what we might call people's

interests) and the part played by machines and systems to effect and channel the social.

In the field research conducted at HW this balance was achieved by paying particular attention
to the understanding and explication of the non-human elements of the 'networks' which
constituted the 'clinical budgeting' project. Considerable time was spent in examining the
documentation of and reports of the various accounting and other information systems which

constituted the clinical budgeting system.

Accountants, medical coders, casemix analysts and others were interviewed and indeed
followed around in order to see the impact of the systems which their activities contributed to.
Accounting reporting systems were examined in detail and in some cases spreadsheets were

built in order that the calculations could be thoroughly understood. This activity enabled the
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researcher to open up some of the black boxes which had been constructed in the course of the
implementation of the clinical budgeting system. Only by following such an approach could
the nature of the systems be understood. In this manner it was hoped that the research process
could avoid the problems which might result from an approach based only on an analysis of
the interests and expressions of the human actors. Such interpretations as may be gained from
even a truly reflexive interview based methodology, would still be liable to fail to detect the
different image placed on events after 'controversies are settled. Once facts become
established, Latour argues, they have played their part in effecting the way we see nature and
culture, or society. As a consequence Latour argues that we can only understand, more fully,
how events have been shaped and problems solved, by careful attention to understanding and
explicating the underlying processes which have given rise to such solutions. Actors must be
followed, networks must be 'traced’, so that we can elicit the complex interrelations which

have combined to produce the consequences which emerge.

As part of the process of Health Reform very considerable resources have been made available
and expended at the local level to provide "more accurate" and "useful" management
information, via increasingly detailed inscriptions of clinical processes. These developments
have relied on the successful building of intricate networks, and the ability to form alliances
with others. But at the same time these networks and alliances place constraints and limits on
technoscience and its systems (Latour, 1987a, p.67). We are continually reminded by Latour
of the dependence of technoscience upon its networks of relationships, the significance of the
centres of calculation, of enormous volumes of mundane inscriptions and of the importance
of the enrolment of people into the technoscience project. Without enormous resource and
effort ideas do not travel, prototypes do not become commonplace and knowledge does not
produce centres of calculation which become 'obligatory points of passage'. It is only after all
these resources: the computer software; the accountants; the IT people; the computers, have

been successfully brought to bear that controversies are settled and 'black boxes' are produced.

Latour imbues the networks within which technoscience and knowledge are created with great
significance. They provide the vehicle which enables the accumulation of knowledge but
perhaps even more significantly the constraints within which the developments struggle to be
expressed and become accepted/meaningful. Facts are given their meaning by being associated
with other facts within a specialised, protected and protective environment. As development

continues and some ideas and machines become stronger than others they cease to be
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questioned and the subject of fierce debates, but are accepted within a specialism and later

perhaps by others outside of the centres. At this point ideas are transformed into facts and

black boxes.

Every time a fact is verified and a machine runs, it means that the lab or shop conditions have been
extended in some way ... Forgetting the extension of the instruments when admiring the smooth running
of facts and machines would be like admiring the road system, with all those fast trucks and cars, and
overlooking civil engineering, the garages, the mechanics and the spare parts. Facts and machines have

no inertia of their own ...; like kings or armies they cannot travel without their retinues or impedimenta.
(Latour, 1987a, p.250)

The attraction of Callon and Latour's concept of translation to accounting seems apparent,
already many would accept that accounting is employed with some intention of representation.
Accounting techniques depend upon procedures of measurement, classification and recording
that can be applied to activities. In general accounting is often depicted as concerned with the
quantifiable. Problems of the "partial” nature of accounting representation are now well
known. Events that are not easily rendered into financial quantities tend to be overlooked, or
bracketed as "qualitative" issues. This suggests that the conventional understanding of account-
ing as a technical process of neutral representation is somewhat limited. Accounting has

multiple and even conflicting roles.

4.5 Concluding Comments

The research design consisted of a field study of an organisation in which the research task
consists of uncovering the "traces" left by networks, in order that the networks may be
explicated. The methods used in this endeavour include observation, interview, review of
documents, all with a longitudinal emphasis. The cases are constructed with a view to
representing the process through which systems are developed and information is inscribed and
becomes accepted as fact. Visits to the hospital have covered a period of over eighteen months
and documents have been examined covering a rather longer period. Each case constructed in
this manner is specific to the particular research project, and is clearly in Latour's terms to be
regarded as an empirical study. The detailed stories of change at the hospital are presented in

the latter third of the thesis in chapters 7 through 10.

In tracing the networks which are representative of the spread of technology through the

hospital, the emphasis has been on the interactions among human and non-human actors. The
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research has sought to discover the effect of the adoption of systems of accounting and related
technology on the organisation. How these networks of alliances of humans and technology,
act within different areas of the hospital to strengthen, or not, the aims of the health reformers.

Within the hospital these individuals have come to be represented by the casemix team.

The emphasis in the next two chapters is rather different. Chapters 5 and 6 provide an
extensive discussion of recent and in some cases, particularly in chapter 5, not so recent policy
change in NZ. The sociology of translation will be used to explain the processes which
underlie the changes and will be used to capture effects such as the role of Treasury and other
institutional "allies" in the production of government policy especially after 1984. Chapter 6
will describe the changes in New Zealand health sector policy and structure. These changes
are explicated using the concepts of problematisation, inscription and the construction of

networks (Callon (1986) and Latour (1987a, 1993)
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Notes

1. This approach has something in common with Laughlin's 'Middle Range Thinking' (1995).
Laughlin makes an argument in support of the benefits of not over theorising in empirical
research before entering the field.

2. Though Latour does use the term fabrication he adopts the phrase 'sociology of translation'
to denote these processes of change more generally. In the remainder of the thesis Latour's
terminology will be used.

3. Adopting the classification scheme which Laughlin (1995) uses it is felt appropriate to
designate Latour's principles as providing a medium level of prior theorisation. Laughlin’s
framework may be subject to some criticism for its rather arbitrary and ‘convenient’
classification schema. As for Latour it can reasonably be suggested that the ‘Rules’ he outlines
are more a way of thinking than they are constitutive of a rigid theoretical framework.
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Chapter 5: New Zealand Government Policy Post 1984:
An Exercise in Problematisation

In fighting for his ideas (or "principles"), the ideologue now experiences himself as
engaged in a new, purified kind of politics. He understands and presents himself as not
just engaged in politics for the old, selfish reason - to further his own interests or to
advance himself "materially." Ideological politics now claims to be a historically new
and higher form of politics; a kind of selfless work. It thereby authorizes itself to make
the highest claims upon its adherents. It obliges them to pursue their goals with zealous
determination, while authorising them to inflict the severest penalties on those

opposing such goals. (Gouldner, 1976, p.29)

5.1 Introduction

This chapter will discuss what appear to be the central features of the process of policy change
over the period, particularly the 80s and early 90s. The discussion will identify the underlying
influences which have been identified as motivating the policy adjustments, some of which
have been of an extreme nature. These factors and events will be theorised following Callon
(1986) and Latour (1987a). This will involve applying a framework of interpretation based on

the concepts of Latour’s sociology of translation.

Material on problematisation, the state, and government will be incorporated into the chapter
in order to provide an explanatory frame of reference which will enable sense to be made of
the process of change in the political economy in New Zealand. The sociology of translation
will be used to explain the processes which underlie the changes and will be used to capture
effects such as the role of Treasury and "allies" in the production of government policy
especially after 1984. Treasury came to occupy a position of very great influence, in effect, it
achieved the status of an obligatory passage point (Latour, 1987a). All major government
policy initiatives either originated from within Treasury or increasingly after 1984 had to be

approved by Treasury (Boston and Cooper, 1989).

A number of elements may be discerned within the New Zealand discourse on the economic
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policy prescriptions of the last two decades. Borrowing from Latour's sociology of translation
we are able to recognise elements of the processes by which allies are enrolled in support of
particular objectives, and the manner in which arguments are built up by the enlisting of more
and more support both from literature and other tactics. Support was drawn from the literature
by using internationally recognised experts to support, for example, monetary policies. Other
tactics include the setting up of influential research functions (laboratories) within the
responsibility of the Treasury especially and more recently the Reserve Bank (see discussion
in sections 5.6 and 5.5 respectively). This activity proved difficult to counter given the level

of funding afforded to these activities during the 1980s.

5.2 Problematisation of the Role of the State in NZ

Latour (1987a) in his sociology of translation identifies the importance of networks of
alliances in the processes of "fact formation". The particular roles played by "centres of
calculation"” or "obligatory passage points" are crucial to the effectiveness and the direction of
change. Issues enter the public realm for attention and perhaps resolution through a complex
of forces, which are to a greater or lesser degree unpredictable. Alliances are formed and
dissipated as particular matters are problematised as a result of the interactions of different

groups within society.

Government is a problematizing activity: it poses the obligations of rulers in terms of the problems they
seek to address. The ideals of government are intrinsically linked to the problems around which it
circulates, the failings it seeks to rectify, the ills it seeks to cure. Indeed, the history of government
might well be written as a history of problematizations, in which politicians, intellectuals, philosophers,
medics, military men, feminists and philanthropists have measured the real against the ideal and found
it wanting. ( Rose and Miller, 1992, p.181)

Callon (1986) and Latour (1987a) in developing their sociology of translation describe a
central part of the process as that concerning the manner in which subjects become identified
for treatment, how problems become recognised as such. At the macro level such concerns
involve an assimilation of what constitutes 'political power', 'the state', and 'governing at a

distance'.

Political power, in this approach, is not a property or possession of 'rulers'. Power no longer resides at
headquarters; in response to a call from Foucault (1978, p.88/9), the king has lost his head. Power now
inheres in the complex and delicate networks which authorities establish and through which they induce
individuals and groups to align their comportment and objectives with those of authorities themselves.
Political power in consequence is 'beyond the state’. (Curtis, 1995, p.576)
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In order to understand the environment which has led to the restructuring of the New Zealand
public sector and trends in government policy it is necessary to examine the rhetoric which
underlay the changes. Some commentators have suggested that the responsibility of the State
for social policies is under threat from the economic policy prescriptions of the new right in
New Zealand (Boston, 1990, 1992, Easton, 1989a, 1989b, 1990a, 1990b, Roper, 1991a,
1991b). Much of the dramatic restructuring that New Zealand has undergone in the last 10
years has been inspired by the economic policies and ideology of the new right. A supporter

observed of the early days of Rogernomics'.

It's generally accepted that we in New Zealand are going through a period of revolution, in the sense
that the old order is being replaced with a new order which has not just an infrastructure, but more
importantly an ideology, beliefs and value system. ( "a supporter” quoted in Legat, 1991, p.63)

Most observers agree (Easton ,1980; Franklin ,1978, 1985; Gould, 1982, 1984, 1985; Hawke,
1985; Jesson, 1987, 1989; Shirley et al., 1990; Wilkes, 1988a, 1988b) that the decline in the
terms of trade was the crucial factor in explaining the decline in the New Zealand economy
(See Roper, 1991, 1993 for a different interpretation). In spite of this general agreement on the
cause Monetarists and Keynesians disagree fundamentally on their interpretation of events
since 1973.

Essentially, monetarists have argued that the Keynesian policies of the first period were disastrous and
that the monetarist policies of the second period did not work as well as they should have because they
were insufficiently monetarist (for example, insufficient attempts to increase the flexibility of the labour
market, failure to reduce the fiscal deficit through cuts in social spending, and so forth). Keynesians,
by contrast, have argued that the monetarist policies of the second period were disastrous and that the
Keynesian policies of the Muldoon Government did not work as well as they should have because they
were insufficiently Keynesian (Roper, 1993, p.5)

The way in which issues are problematised and debates are conducted is central to the
arguments used by Latour (1987a) to explain the processes through which "facts" become
accepted within society. Though there were "detractors" who argued in opposition to the
prescribed government policy prescriptions in New Zealand during the late 80s and early 90s,
the opposition was not effective. This may be the result of a combination of factors including
the lack of constitutional checks in the NZ governmental system, which provide little formal
opportunity to mobilise opposition, or the effectiveness of government and its allies to
problematise and translate key issues into policy actions. A number of elements may be
discerned within the New Zealand discourse on the economic policy prescriptions of the last
two decades. Borrowing from Latour's sociology of translation it is possible to recognise

elements of the processes by which allies are enrolled in support of particular objectives and
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the manner in which arguments are built up by the enlisting of more and more support both
from literature and 'expert' spokespersons, eg. the use of internationally recognised experts to
support, for example, monetary policy. Other devices include the setting up of research
functions (laboratories) within the responsibility of the Treasury especially and more recently
the Reserve Bank. This activity proved difficult to counter given the level of funding afforded

to these organisations during the 1980s (Boston and Cooper, 1989).

There have been a number of contributions to the analysis and interpretation of developments
in New Zealand economic policy over recent times. Some commentators have welcomed the
structural changes to the previously extensive state sector, while others have worried about the
determination of policy direction and the impact on the social fabric of modern New Zealand
(Boston, 1990, 1992; Easton, 1989a, 1989b, 1990a, 1990b; Kelsey, 1993, 1995; Roper, 1991a,
1991b). Particular concerns have been expressed over the lack of debate on policy choice and
the capture of policy influence by a very limited and close knit set of groups. Treasury has
been identified as being a central influence in both supplying the government with advice on

policy options and also in the implementation process (Roper, 1993).

Rose and Miller (1992) argue that the characteristic mode of government in modern liberal
democratic societies, is 'government at a distance' (see Curtis, 1995, for a critique). Rose and

Miller argue that conventional accounts of state and politics are flawed because of undue:

... focus upon the internal organization of the political apparatus and the legitimating discourses of
philosophy and jurisprudence, and their marginalisation of the active part played by expertise from
accountancy to psychiatry in the ways in which programmes and strategies of government have
been invented, operationalized and territorialized in diverse spaces and locales... [Miller and Rose
(1992) sought] ... to emphasize the conditions and implications of the ways in which, from the
eighteenth century onwards, government has become dependent upon the truths provided by the positive
knowledges of the human, social, and economic world, and those who profess them. (Miller and Rose,
1995, p.582, emphasis added)

Rose and Miller(1995) argue that their contribution to the literature (1992) and others
constitutes a 'research programme'. Rose and Miller cite other writers in areas such as political
philosophy (Tully 1989; Hindess 1996) and social history (Joyce 1994) and more broadly
(Hacking 1990, 1991; Porter 1986, 1992, 1995; Meyer 1986). This author intends to follow
the interpretation of Miller and Rose in this thesis in order to provide additions to direct

interpretations of the theories of Latour in relation to the activities of government.
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5.3 The End of the Long Boom: Economic Crisis or Problematisation

Gould aptly refers to 'the end of the golden weather' in his account of New Zealand's post-war
economic history (1982, p. 113). Indeed, the balmy days of economic prosperity and political
stability have been succeeded by stormy turbulence--that is to say, by prolonged economic
stagnation, wild swings in the popularity of the major political parties, and fundamental

changes in the direction of economic and social policy formulation.

The 1973-74 oil shock and the collapse of the commodity price boom of the early 1970s, had
a dramatic impact on New Zealand's terms of trade (import prices rose relative to export
prices) (Gould, 1982, pp. 126-32). Almost simultaneously New Zealand was affected by the
commencement of the British entry into the EEC in 1973. New Zealand’s access to the British
market, which had been virtually guaranteed in the post war years particularly, became
increasingly limited (Dalziel and Clydesdale, 1991, pp. 13-16; Hawke, 1985, p. 209). Some
observers suggest that the decline in economic performance from 1974 to 1984 was almost

entirely due to the decline in the terms of trade (Shirley et al., 1990, pp. 27-33).

New Zealand has traditionally been dependent on a narrow range of exports, almost entirely
agricultural, to provide a balance of payments situation which would enable the import of
intermediate inputs for the manufacturing sector, oil and capital equipment (Gould, 1982 and

1985; Hawke, 1985, ch.11).

....there are very few countries, certainly among the high income economies, which have suffered a
combination of the effect of the oil shock plus a chronically weakening market situation for major
traditional exports ...... in eight of the nine years between 1975 and 1983 inclusive the terms of trade
were at a lower level than in any year from 1950 to 1974, and the average for 1975 to 1983 was more
than 23 per cent below the average for 1950 to 1974 (Gould, 1985, p.43)

From 1945 to 1966 New Zealand's terms of trade fluctuated around an historically high level.
While the terms of trade fell dramatically late in 1966, this fall, which continued unabated
until 1970, was offset by a strong recovery from December 1971 to October 1973 in the

context of a world commodity boom (see Department of Statistics, 1992, pp. 407-8).

A decline in the terms of trade of sufficient magnitude will generate a current account deficit
and deflate the domestic economy by lowering aggregate demand (consumption, investment,

government purchases of goods and services, and net exports). The government can respond
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either by borrowing to offset the deficit or it can allow the economy to deflate with adverse
consequences for output growth and employment. In light of this, it is hardly surprising that
most explanatory accounts of New Zealand's economic crisis, and government responses to

it, have placed a great deal of weight on the negative impact of the decline in the terms of trade

on the New Zealand economy.

Because the terms of trade reflect the specific configuration of New Zealand's integration into
the world economy, the historically low level of the terms of trade in the 1970s and 1980s has
led many to investigate the nature of New Zealand's relationship to the world economy?. In this
vein, Easton (1980), Franklin (1978, 1985), Gould (1982, 1984, 1985), Hawke (1985), Jesson
(1987, 1989), Shirley et al. (1990) and Wilkes (1988a, 1988b), all place the emphasis on some

aspect or other of this relationship in their explanations of the economic crisis.

5.4 Mobilising Texts: ''Arguing from Authority"

In the process of problematisation Latour (1987a) recognises the power of texts to produce
facts and act as allies in the process of problematising issues. It becomes essential for
interested parties to enrol support in terms of both other groups but also other objects, in the
form of the text or perhaps technology, such as scientific equipment or other physical
resources. All of these things may legitimately constitute allies, and in that sense Latour does
not wish us to distinguish one from the other (refer to chapter 4 for discussion of Latour's
Rules of Method (1987a, p.258)). Rule 4 deals with 'efforts to enrol human and non-human
resources' while Rule 5 refers to 'what technoscience is made of . These concepts have both

been taken seriously in guiding the interpretations of this research.

What is behind the claims? Texts. And behind the texts? More texts, becoming more and more technical
because they bring in more and more papers. Behind these articles? Graphs, inscriptions, labels, tables,
maps, arrayed in tiers. Behind these inscriptions? Instruments, whatever their shape, age and cost that
end up scribbling, registering and jotting down various traces. Behind the instruments? Mouthpieces
of all sorts and manners commenting on the graphs and 'simply' saying what they mean. Behind them?
Arrays of instruments. Behind those? Trials of strength to evaluate the resistance of the ties that link
the representatives to what they speak for. It is not only words that are now lined up to confront the
dissenter, not only graphs to support the words and references to support the whole assembly of allies,
not only instruments to generate endless numbers of newer and clearer inscriptions, but, behind the
instruments, new objects are lined up which are defined by their resistance to trials. (Latour, 1987a,
p-79)

Latour suggests that support is increasingly drawn from the literature as "controversies flare
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up” (Latour, 1987a, p.31). He further argues that there is a tendency for the literature to
become more and more "technical" in order to "withstand the assaults of a hostile
environment" (ibid, p.45). Policy makers and advisers made increasing reference to the
literature of neoliberal economic theory during the eighties. This was to be followed by the
inviting of a number of prominent right wing academics, particularly from North America, to
speak to New Zealand audiences. The New Zealand Business Roundtable (NZBR) was
particularly active in this role. In other cases research and consultancy projects involving such
people were funded by the New Zealand government or in some cases by right wing business

organisations such as the NZBR.

Government has consistently argued that circumstances were such that there was no
alternative. But there are always alternative policies. In effect the actions of the New Zealand
government and its close allies within the business community managed, through a series of
sophisticated and well managed contributions, to problematise key issues such as the critical
state of the economy and the role of government in the public sector. Others groups were
enrolled as the process expanded its influence throughout New Zealand society. It became very
widely accepted that the economic problems which faced the country were so severe that

people were discouraged from voicing dissent and advocating alternative policies.

The power of the problematisations and the enrolment process were such that both major
political parties had by the mid 1980s adopted the policy prescriptions of the New Right.
Indeed it was a Labour government that first applied such policies, in a relatively pure form
to the New Zealand economy, to reverse the interventionist and protectionist policies of the
previous administration. Though some observers have questioned the seriousness of the
situation painted by successive government ministers this has had little impact on public

opinion and certainly not led to any significant opposition to the policy changes.
... there was no crisis, just manageable problems (Pierson, 1991, p. 164).
The problematisation has been entirely effective, allies have been enrolled and inscriptions

have been used effectively to convince others of the “facts” about the economy and later the

“facts” about the inefficiency of a conventional public sector.

It has been argued that there are serious implications for the democratic process of the ability
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of groups to influence the policy making process and exert control over the executive. On the
other hand we are, in witnessing this process, seeing the modern state "in action". The
construction of the "governable person" and certainly evidence of the "new economic
citizenship" (Miller and O'Leary, 1987 and Rose and Miller, 1992). Rose and Miller (1992)
provided an interpretation of a macro problematisation complete with centres of calculation,
inscriptions and the rest. I see this as being very much influenced by Latour’s constructs but

others may interpret more from a Foucaldian perspective.

What do Rose and Miller mean by "Beyond the State". Though here I depict, to some extent,
"the traditional actors of political science (state institutions, political parties, interest groups
and professionals) struggling to mobilise their 'interests"™ (Curtis, 1995), this is only a part of
the story I wish to relate. Rose and Miller (1992; Miller and Rose, 1995) are at pains to eschew
conventional analysis, however difficult this may be (Curtis, 1995). In their conceptualization,
political power emerges from the multiplicity of technologies of rule in a range of forins in the
diverse locales which are constituted as the domains of liberal government. Differing
interpretations of Rose and Miller’s project are possible. Some would appear to see these
authors as excluding traditional structures of government and particularly traditional political
actors from their analysis. I feel that Rose and Miller are much more concerned with process
than with structures or institutions. It is from this perspective that I have applied their
theorising to Treasury, in particular. I do not portray Treasury as delegated its power from a
central authority. Or at least not primarily. What I intend is to emphasise the processual nature
through which power is accumulated at the centre. The building of networks, the accumulation
of knowledge, the use of gllies, both in the form of economics texts and others allies of
"experts" within the NZ business and political culture. Miller and Rose respond in the

following manner to Curtis (1995)

One aim of our article was to argue that a weakness of conventional accounts of state and politics was
their focus upon the internal organization of the political apparatus and the legitimating discourses of
philosophy and jurisprudence, and their marginalistion of the active part played by expertise from
accountancy to psychiatry in the ways in which programmes and strategies of government have been
invented, operationalized and territorialized in diverse spaces and locales. (Miller and Rose, 1995,
p.582)

I would accept that another interpretation of Rose and Miller may be plausible, indeed cogent.
But I see this line of discourse as indicating a desire to not only extend the analysis, but also
rather to eschew any conventional boundaries. It is in this respect, or in repecting this that I

have sought to not distinguish between an arm of the state (since post Rose and Miller this is
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no longer central), and other collectivities. Miller and Rose continue:

...we do not deny the existence of 'states’ understood as political apparatuses and their associated
devices and techniques of rule." Our point was, rather, that one is under no obligation to account for
such assemblages in the philosophical and constitutional language of the nineteenth century, still less
to underpin this misleading account with a theoretical infrastructure derived from nineteenth century
social and political theory which accords 'the state' a quite illusory necessity, functionality and terri-
torialization.But the aim of this distinction was to direct attention to the heterogeneous intellectual and
technical conditions for the historically specific assemblages that link aspirations of rulers with the
conduct of the ruled through authorities as diverse as bureaucrats, lawyers, parents, accountants,
managers, and teachers. (Miller and Rose, 1995, p594)

Rose and Miller (1992) place great emphasis on the pivotal role played by expertise (or

knowledge) in the governmental endeavour.

Liberal mentalities of government [faced a problem in explicating the processes of state regulation, and]
... Expertise emerged as a possible solution' to this problem, indeed became, somehow, solution, and
so 'the vital links between socio-political objectives and the minutiae of daily existence... were to be
established by expertise' (Rose and Miller, 1992, p.188).

This instance of the problematising process, is indicative of a general trend identified in the
writings of not only Callon and Latour, but also Foucault (1973, 1977, 1984, 1991). Latour and
Callon provide a 'sociology of translation' and of enrolment which constitutes a framework
for analysing the activities of government within a network of alliances and consisting of the
independent and yet calculable actions of many unrelated agencies and temporal strategic

alliances.

The following section will discuss aspects of the influence of the executive, and especially the
Reserve Bank and Treasury on the policy making process. In this section we will also be
concerned to show the impact on policy determination over time of the nature of
problematizations over time. The position of both Treasury and the Reserve Bank will also be
shown to be as "centres of calculation" and "obligatory passage points" within the powerful

networks of the state and public governance.

5.5 Problematisation of Economic Policy and the Reserve Bank

This section will relate briefly some of the events and effects which have influenced the

position and nature of the Reserve Bank in New Zealand. Since the Reserve Bank was created

in 1932 its role in the state machanisms and its contribution to economic policy have been
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influenced significantly by the prevailing problems of the time, their interpretation and
problematization. Though other factors, such as the relative power of Treasury, may also have
had an influence at times, we will concentrate on the way in which the role of the Reserve
Bank was changed to reflect the changes in the economic and political environment and its
problematisation. Rose and Miller refer to "Government [as] a problematizing activity..."
(1992, p.181) and that "Indeed, the history of government might well be written as a history

of problematizations".

The key role of problematisation is in the selective manner in which economic data are
presented. Unemployment does not become less of a worry, but it is portrayed as more or less
central to economic policy. Keynesians do not suddenly change their positions "en mass" but
their ideas and policy prescriptions may be increasingly marginalised by others who may be
more successful at enroling allies and persuading others to accept their policy prescriptions.
Economic theory is influenced from beyond New Zealand, and at certain points in time change
is more acceptable than at other points. It is likely that policies would have changed in the mid
eighties to some extent but the very rapid adoption of, and adherence to New Right economic
policy prescription in New Zealand in the mid eighties and the subsequent period was certainly
influenced by the climate of crisis at the time. This climate of crisis was at least to an extent
manufactured, by groups and individuals who were anxious to see a significant change in the

political economy and culture of New Zealand.

During the Great Depression Sir Otto Niemeyer of The Bank of England was invited to advise
the government of New Zealand on monetary policy. At the time traditional economic
theorists, or whom Niemeyer was one, were struggling to maintain the Gold Standard and a
monetarist stance based on fixed exchange rates and firm monetary conditions. Niemeyer's

report made the following key recommendation:

....an independent Reserve Bank should be set up charged with the responsibility for the stability of the
New Zealand currency, invested with the privilege of note issue, and charged with holding the
Government account and the banking reserves of New Zealand (1931, p.5)

The primary duty of the Bank shall be to ensure that the value of its notes remains stable. To this end
it must exercise control.... over monetary circulation and credit in New Zealand. (p.7)

The Reserve Bank Bill of 1932 followed essentially from Niemeyer's report. Clause 12 gave

effect to the monetarist, stable exchange rate stance noted in Niemeyer's report. But by the
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passing of the bill in 1933 the clause had been significantly reworded. A. D. Park, The
Secretary to the Treasury, wrote to Sir Otto to explain the change.

Park explained to Niemeyer that reference to stability was thought likely to provoke arguments in
Parliament in favour of relating the currency to internal commodity prices, a course considered neither
practicable nor desirable.... Park told Niemeyer that he interpreted the reference to the economic welfare

of the Dominion to imply that the Bank should endeavour to keep the value of its notes stable
(Hawke, 1973, p.32).

In the 1930s, exchange rate stability was the objective of monetary policy, so Park's concern
that Parliament might advocate internal price stability was a crucial one. Adherence to the gold
standard required domestic prices to fall to correct an overvalued exchange rate. Consequently
to advocate internal price stability in the 1930s was to argue against the gold standard against
the orthodox monetary theory of the day. In this respect, orthodoxy was fighting a losing battle.
The United States also departed from the gold standard at the height of the Great Depression
in March 1933, and three months later President Roosevelt declared the United States to be
in favour of internal price stability (Dalziel, 1993, p80). The above exchange may be regarded
as an illustration of the translation process, and certainly indicates the centrality of the
interpretation of events and concepts at the time as playing a most crucial part in what is made
problematic and indeed the identification and mobilisation of the "appropriate” tools to solve

the problem.

Other developments continued in economic theory over the ensuing period, the 50s and 60s
saw in particular the appearance and increasing influence of the Phillips Curve (Phillips,
1958). Phillips formally demonstrated in 1958 what policy-makers were already beginning to
discover for themselves: that there was a trade-off between inflation and unemployment.
Expositions of these ideas were the staple of economic theory for the next two decades

(Lipsey, 1960; Samuelson and Solow, 1960). Policy-makers had to choose between

unemployment or inflation.

Such developments were reflected in amendments to the Reserve Bank of New Zealand Act
and also reflected disagreements between Labour and National over prioritising the two
objectives. For example when the third Labour Government came to power in 1972 it moved

to strengthen the Reserve Bank Act's commitment to the employment objective.

For the purposes of this Act, the Minister may from time to time communicate to the Bank the monetary
policy of the Government, which shall be directed to the maintenance and promotion of economic and
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social welfare in New Zealand, having regard to the desirability of promoting the highest level of

production and trade and full employment, and of maintaining a stable internal price level (Statutes,
1973, No. 16, section 8).

The principal clause, noted above, 'full employment' replaced 'employment' indicating the
objectives of the new government. Prior to 1984 Labour Governments consistently placed full
employment over price stability in setting monetary policy in the stated objectives of the
Reserve Bank. The 1988 Budget saw a reversal of this position by the fourth Labour

Government. The Reserve Bank being required to:

formulate and implement policies that make the maximum possible contribution to achieving and
maintaining a stable general level of prices' (Douglas, 1988, p. 10).

The above events can clearly be seen as presenting our history of problematisations. Economic
events and economic statistics preclude impartial analysis. Such data can only be analysed and
evaluated within the confines of techniques and theory available at the time. Over the period
since the 1930s different economic theories have been in the ascendency at one time or
another, and it should come as no surprise that similar economic data might provide very
different policy prescriptions depending on whether one takes a Keynesian or New Right
interpretation. Such differences are always present but whereas in the late thirties economic
problems were problematised in terms of a Keynesian perspective, this was not the case by the
eighties. By 1984 economic policy options were being prepared against a background of New
Right interpretations, elements of which bore a remarkable resemblance to the classical

economic theories which had been "discredited" by the 1930s.

By 1989 the pendulum had swung completely in terms of the status of the Reserve Bank and
we were about to see the establishment of an "independent" central bank with the latest
Reserve Bank Act. December 1989 saw the passing of a new Reserve Bank Act. Section 8 of

the Act now sets out the statutory objective of monetary policy :

The primary function of the Bank is to formulate and implement monetary policy directed to the
economic objective of achieving and maintaining stability in the general level of prices (Statutes, 1989,
No. 157, section 8).

Clearly developments at the Reserve Bank favoured an increasingly "non- interventionist"
stance and the increasing emphasis on monetary policy and free market economics. This was
a trend in the development of New Zealand policy institutions which was perhaps even more

marked in developments at the New Zealand Treasury.
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The following section will discuss aspects of the influence of the executive, and especially the
Treasury on the policy making process. The position of Treasury will also be shown to be that

of a "centre of calculation" and "obligatory passage point" within the powerful networks of

the state and public governance.

5.6 Treasury: the ""Obligatory Passage Point"

Latour sees the establishment of "facts" as a process which is never complete and certain, but
one which reaches its highest level of development within sophisticated networks. Within such
networks texts are written, allies are enrolled, inscriptions are used to translate and 'bring
home" knowledge. It is within these networks and at their centres that knowledge is
accumulated within laboratories and "centres of calculation”. These critical groups of people
or organisations which accumulate the knowledge and control its dissemination and access are
in potentially very powerful positions at "points of modality" within the network. Although
clearly Treasury has been a significant part of the state apparatus since its inception, it appears
to have been increasingly successful at cumulating knowledge (of the economy) and expanding
its "research” function in a clear move to be the "centre of calculation" in regard to New

Zealand economic policy

The post-war era in New Zealand has been marked by significant changes in the political

economy underlying policy-making.

Social democratic Keynesianism was ascendant from 1935 to the late 1970s...a broadly Keynesian and
interventionist approach to managing the economy followed from the late 1970s to 1984. The fourth
Labour Government, elected in July 1984, fully embraced New Right neoclassicism and this has
remained the dominant analytical framework for policy formulation, being extended rather than
abandoned by the fourth National Government... Few would deny that Treasury has played a key role
in this historic shift in policy-making (Goldfinch and Roper, 1993, p.50)

For fuller discussion of the detail of policy changes see Boston and Dalziel (1992). In the
1950s and 1960s Treasury followed a broadly Keynesian perspective. During the late 1970s
and early 1980s Treasury abandoned Keynesian macroeconomic theory and demand
management. After 1984 Treasury briefing papers show a very close correspondence to the
analytical assumptions, ideological values and policy prescriptions of the schools of economic

thought associated with the New Right.
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Treasury's power and influence within the policy-making elite, often referred to as the
Wellington policy community, has grown significantly over the last two decades (Boston and
Cooper, 1989; Goldfinch and Roper, 1993). Despite claims from Treasury to be a
‘non-political’, 'rigorously neutral', and 'independent' adviser to government (Treasury, 1984,
p. ii1; 1986, p. 4; 1992, p. 2) their intimate alignment with the theory, ideology, and policy of
the New Right, tends to indicate a partisan line in policy advice. This adherence to new right
policies and a deep involvement in the political process has resulted in Treasury combining
anti-socialist, pro-business advice with considerable impact on policy formation. Some
observers have argued for institutional changes to the machinery of government in order to

ensure contestability of advice and perhaps a better balance of alternative policy.

Though the major capitalist nations were all turning increasingly from Keynesian economic
policy, and the associated interventionism, it was the rapidity and abrupt nature of the change
in New Zealand that was notable. The 1970s through to 1984 and the election of the 4th
Labour Government is largely regarded as a highly interventionist period, though
commentators (Boston, 1990, 1992; Easton, 1989, 1990a, 1990b; Kelsey, 1993, 1995; Roper,
1991a, 1991b) differ on the extent to which this could be regarded as an application of
Keynesian policies. The Treasury argued that government itself had been the major obstacle
to adjusting the economy to new realities. Protectionist policies against imports and selective

support of sectors of the economy came in for especially harsh criticism:

Incomes were maintained throughout the community at levels which were not appropriate given the
large drop in our terms of trade.... We have protected subsectors of the economy at the expense of
general welfare. To adjust faster we would have needed a steadier monetary policy, smaller government
deficits and a freer exchange rate policy. These are fundamental, but they must be supplemented by
action to overcome the sclerosis that has built up through the regulation of many markets of the
economy.... ' (Treasury, 1984, p.107)

The government deficit was described as 'excessive', the re-establishing of monetary controls
was called for. Treasury urged a need for more flexibility in exchange rate management and
'suggested that the Government should plan for a floating rate regime' (Ibid, p.116). In the
labour market, Treasury prescribed lower real wages and increased flexibility (Ibid, p.118);
reform of State-Owned Enterprises along private-sector lines (Ibid, p.120); less government
provision, and greater targeting of services was recommended(Ibid, p.119). A call for the

removal of interest rate controls was also made because

... besides the disruption they bring to the vital functions of financial markets, they work directly against
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the primary intention of monetary policy which is price stability through the management of the money
supply' (Ibid, p.115).

Treasury called for the abandonment of direct intervention, more transparency in macro-
economic policy and the use of market mechanisms to increase efficiency. Treasury, during

the post-war era, has consistently been a powerful and influential agency (Boston and Cooper,
1989; Goldfinch and Roper, 1993).

Treasury's influence is greater than that of any other department, because, as the controller of finances,
itis at the centre of the administration, and its financial decisions and recommendations pervade every
aspect of government activity (Polaschek, 1958, p. 252).

Treasury is the most powerful government department in New Zealand [its influence] extends over the
whole State apparatus and touches almost every important area of public policy, be it macroeconomic
policy social welfare, education, governmental administration, broadcasting, and even defence and
foreign policy ( Boston and Cooper, 1989, p.123).

As aresult of the pre-eminent position of Treasury a good deal of attention has been given in
recent years to the role played by Treasury's strategic institutional location within the State and
its influence over policy formulation (see Boston, 1989 and 1992; Boston and Cooper, 1989;
Douglas and Cullen, 1987, pp. 127-135; Easton. 1990a: Galvin, 1985, 1991; Grace, 1990;
Jesson, 1989; Lauder, 1990; Oliver, 1989).

A further indicator of the influence of Treasury lies in the people employed in the institution

and their career paths.

Typically, middle-ranking Treasury officers have been promoted to top posts in other departments,
while senior officers have retired and taken up directorships in some of New Zealand's major
companies. (Boston and Cooper, 1989, p.137)

This situation provides Treasury with great influence within the financial community as well
as the bureaucracy. The large staff, approximately 150, of highly qualified financial and policy
analysts dominated by people with economics backgrounds has enabled Treasury to build a

reputation of expertise and intellectual strength (Boston and Cooper, 1989, p. 126).

5.7 Enrolment of Allies and the Building of a Network

Douglas [NZ Minister of Finance in the 4th Labour Government] brought monetarist ideology into
government and the extent to which key business people were prepared to run with that ideology began
to relate to their degree of power. Power suddenly was something new--it lay not in wealth, market
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capitalisation, dominance of an industry sector or the number of employees, but in ideas and the ability
to disseminate them, to persuade with them, throughout all areas of New Zealand life... It was because
of ideology that business networks have come to inform those of politics, that businessmen now have
the opportunity to shape policy without having to become politicians themselves. (Legat, 1991, p.61)

Following Latour (1987a) we may interpret the particular changes in New Zealand post 1984
as being also heavily influenced by attendant changes in the activities and the degree of
political activity of business and related interest groups. It was noted earlier that in some cases
there were very close links associated with the movement of former Treasury staff to private
sector companies and other organisations, such as the NZBR and a number of economic
consultancies. A number of new organisations appeared seeking to influence government
policy at this time and other organisations experienced very significant changes in their
relative positions as regard their ability to influence policy or even be invited to contribute.
Organisations such as the NZBR, which lobbies for private sector organisation very generally,
have grown in influence while sectoral groups have seen their influence wane. This in itself
has been influenced by and at the same time reinforced the predomination of broad influence

and promotion of New Right economic policy.

The Networks that developed during the asset sales process--where the same names kept cropping up
as advisers, float organisers, buyers--can be made to appear sinister because these days business is
playing a new role. Businessmen stalk the corridors of power not simply for the benefit of their own
enterprise or their own sector, as has been the practice in the past with groups such as the
Manufacturers' Federation and Federated Farmers lobbying for their own ends, but in areas which go
well beyond traditional business interest. (Legat, 1991, p.62)

Business associations have an inherent structural advantage over trade unions and social
movements when lobbying government for desired changes in policy because the State is
structurally limited and constrained by its fiscal dependence on revenue derived from the
taxation of incomes generated in the process of capital accumulation. Because State power is
largely dependent on capital accumulation--a process which the State cannot itself directly
control in a private enterprise economy--'every occupant of State power is basically interested
in promoting those conditions most conducive to accumulation' (Offe and Ronge, 1982,
p.250). These domestic constraints have been compounded by the growing internationalization
of the economic system: '[T]he growing international mobility of capital increases pressures
on the State to maintain conditions favourable to investment or face the consequences of

capital flight' (Jessop, 1983, p. 93).

There are substantial differences between the associations representing capital and labour,

unions are "secondary" organizers and capital itself functions as a primary organizer' (Offe,
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1985, p. 176). These differences mean that to influence the state policy formulation process

vastly different efforts are required on both sides of the major dividing line of social class (Offe, 1985,
p.199).

There are a number of business associations in New Zealand. One of the common features of
most sectoral business associations is a tendency to work through the Employers' Federation
on industrial relations policies. The various sectoral business associations usually follow a set
of informally accepted parameters in their representational activities. The organizational

characteristics of New Zealand business associations are a product of:

1) the generally shared interests of employers in increasing labour productivity,
reducing unit labour costs, and so on; and (extraction of surplus value)
2) conflicts of interest arising from the sectoral nature of the economy (circulation and

distribution of profit) (Offe, 1985, p.197).

Federated Farmers represents the interests of those in the agricultural sector. The
Manufacturers' Federation, the Merchants' Association, the Bankers' Association, Bankers'
Institute, the Financial Services Association and Insurance Council of New Zealand represent
the interests of those in their respective sectors (see Roper, 1992; Vowles, 1992; Wanna,
1989). The Employers' Federation is primarily concerned with the former (see Brosnan et al.,

1990, ch.7; Deeks and Boxall, 1989, pp.62-8; Rudman, 1974).

The mid-1970s saw an increase in the political activity of general policy-oriented business
associations which differed from either the Employers' Federation or the sectoral associations
(Roper, 1993; Jessop, 1990) . In New Zealand the most prominent organisations of this type
are the NZBR, Chambers of Commerce, Institute of Directors, and the Top Tier Group. These

organisations have memberships which span, to a degree, the whole range of business activity.

These associations have developed comprehensive policy frameworks which may be
conceptualized as 'hegemonic projects' or 'accumulation strategies' (Jessop, 1990, chs. 5 and
7). They have emerged to identify and articulate the 'common concerns' or interests of the

so-called 'business community' as a whole.

... this type of business association which, relative to sectoral and employers associations, exerted by
far the most influence over government policy-making during the second half of the 1980s and early
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1990s. (Roper, 1993, p.154)

Since the late 1960s there is increasing evidence of a centralisation in the ownership of capital
in New Zealand. Consequently the larger companies have tended increasingly to exert
influence within the sectoral business associations and the Employers' Federation (see Roper,
1990). These changes have also underpinned the growing power and influence of the NZBR.
A second notable change has been the relative growth in the capitalisation of the financial
services sector relative to the other sectors and that of the industrial sector in particular. At the
same time manufacturing for the domestic market has declined while a growth has taken place
in transnational export-oriented industrial corporations. The 1980s also saw the spectacular
rise and even more spectacular collapse of investment and property corporations. These
changes in conjunction with wider international trends, have helped to bring about significant

changes in the ideologies and politics of business in New Zealand

Business associations have long enjoyed privileged access to both ministers and the key State
agencies involved in policy-making, especially Treasury and the Reserve Bank (Boston and
Cooper, 1989). Business leaders can participate directly in the formation of public policy,
through the practice of co-option onto policy-making bodies. The Gibbs Report (1988) on
health and the Picot Report (1988) on education are striking examples of this practice. Boston
and Cooper (1989, p. 137) have noted the interchange of staff between large corporations,

business associations, private sector research agencies and Treasury and the Reserve Bank.

The change of government in 1984 saw a dramatic change in the level of influence of these
groups. Treasury and the Reserve Bank, with allies in the financial community, quickly

replaced the previously powerful industry lobby.

The business government connection has at its core a group which circulates the same monetarist, New
Right views through the system. Take Roger Kerr, for example, a former Treasury official who is now
chief executive of the Business Roundtable. Or Rob Cameron, a former Treasury official who now
works for Fay Richwhite. These are men who work in the engine room. The connections are even more
apparent among the men at the helm of enterprise. A small group of Auckland businessmen--Michael
Fay, David Richwhite, Alan Gibbs, John Fernyhough, Douglas Myers--are the new power elite... they,
demonstrate how outside of Treasury, power to influence policy has shifted... Through the machinery
of the Business Roundtable, for example, they now proffer strongly-worded opinions on everything
from education to health. (Legat, 1991, p.62)
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5.8 Concluding Comments

The discussion presented above has sought to apply the ideas of Latour (1987a) and Rose and
Miller (1992) to an analysis of New Zealand governance. The development of economic and
political policy has been portrayed as the result of a process of problematisation in which
groups within society seek to determine the agenda for change. In the process of "translation"
allies are sought and arguments are engaged in, some won others lost or inconclusive. The
outcome of such activity is often unpredictable and the emergence of policy and is affected by

unexpected consequences and the interplay of a complexity of forces within society.

... 'political' forces can only seek to operationalize their programmes of government by influencing,
allying with or co-opting resources that they do not directly control - banks, financial institutions,
enterprises, trade unions, professions, bureaucracies, families and individuals. A 'centre' can only
become such through its position within the complex of technologies, agents and agencies that make
government possible. But, once established as a centre, a particular locale can ensure that certain
resources only flow through and around these technologies and networks, reaching particular agents
rather than others, by means of a passage through 'the centre'. Financial and economic controls
established by central government set key dimensions of the environment in which private enterprises
and other economic actors must calculate. ( Rose and Miller, 1992, p.190)

In the New Zealand context Treasury has amassed great influence and power to set the political
agenda and provide policy prescriptions. Treasury has become an obligatory passage point.
Much policy advice centres on the statements of Treasury staff, data are collected on Treasury
computers and manipulated by Treasury staff using Treasury models. With this near monopoly
of data and certainly an impressive concentration of economics trained research talent Treasury
seems in control of the process of policy development and advice. At the same time much of
the data and knowledge accumulated is the direct result of Treasury's control of the process
of monitoring State Owned Enterprises. In this manner data is made manageable and made to
"flow through" Treasury. Treasury is able to frame policy and also to monitor and comment
on implementation. This is certainly a feature of the Health Sector where Treasury has
organised and had oversight of policy implementation. Indeed the senior managers of several
Crown Health Enterprises have cited interference by Treasury as problematic to the running
of their organisations. Some have resigned noting Treasury involvement in management as a
major reason for their departure (see discussion in chapter 7, section 7.3). Others have been

sacked apparently for not fitting in with Treasury policy.

Rose and Miller (1992) place great emphasis on the pivotal role played by expertise (or

knowledge) in the governmental endeavour.
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Liberal mentalities of government [faced a problem in explicating the processes of state regulation, and]
... Expertise emerged as a possible solution' to this problem, indeed became, somehow, solution, and
so 'the vital links between socio-political objectives and the minutiae of daily existence ... were to be
established by expertise' ( Rose and Miller, 1992, p.188).

The above analysis provides a broad summary of the development of government policy within
New Zealand during the late 1970s to the early 1990s. Developments within the economy and
the public sector increasingly resulted in concentration of policy advice to government.
Institutions giving economic policy advise to government became increasingly prominent in
the policy setting process and increasingly centralised. Consequently government leaders may
have genuinely believed that "there was no alternative'. The increasing emphasis on economic
efficiency above any other goal is a feature of policy developments during this period. The
New Right were able to problematise the issue of state intervention with great success, and
were in the process able through the rhetoric of the "Public Choice School", and the
concentration of economic research and resource within Treasury and the Reserve Bank, able
to effectively silence any opposition to their free market policies. The concentration of
resources enabled a strong and convincing argument to be established, while the theoretical
prescription of public choice made anyone raising opposing viewpoints open ot the charge of
being representative of a vested interest. Clearly this was a problem for university academics

and health service professionals who were easily placed in this category.

...there is an absence of theoretically informed and historically detailed accounts of the origins,
development and crisis of the welfare State in New Zealand. ..research is required,...because the
Welfare State (and proposals to extend or 'downsize' it) will remain central to political debate in New
Zealand for the foreseeable future.'(Rudd, 1993, p.245)

This instance of the problematising process, is indicative of a general trend identified in the
writings of not only Callon and Latour, but also Foucault (1991). Latour and Callon however
are most relevant to the objectives of this thesis, providing as they do a 'sociology of
translation and of enrolment which constitutes a framework for analysing the activities of
government within a network of alliances and consisting of the independent and yet calculable

actions of many unrelated agencies and temporal strategic alliances.

The result of these and similar operations is that mobile and 'thixotropic' associations are established
between a variety of agents, in which each seeks to enhance their powers by 'translating’ the resources
provided by the association so that they may function to their own advantage... When each can translate
the values of others into its own terms, such that they provide norms and standards for their own
ambitions, judgments and conduct, a network has been composed that enables rule ‘at adistance'. (Rose
and Miller, 1992, p.184)
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Despite the period of time over which we have seen the policies of the New Right
implemented as yet there has been little significant modification of the policy prescription nor
any clear benefits for the average New Zealander from the upheavals which many of the
policies have resulted in. At the same time though some opposition has been apparent,
particularly in the Health Sector, this has generally not been especially influential. We might
regard this as further evidence of the power of modern policy makers and politicians to harness
the processes of power/knowledge and or the communication media to provide a convincing

and strong argument for their prescriptions.

From the mid-seventies onwards, in Britain, the USA and elsewhere in Europe, neo-liberal analyses
began to underpin the appeal of conservative political programmes and pronouncements. The political
mentality of neo-liberalism breaks with welfarism at the level of moralities, explanations and
vocabularies. (Rose and Miller, 1992, p.198)

What is of note here is the all pervasive nature of successful problematisation and the resultant
nature of the power of the "facts" so established to influence policy over broad ranges of the
economy. The correctness of New Right economic policies had been established through an
enormously successful problematisation process it was only a matter of time before health

itself became problematised and a subject for treatment.

One of the central mechanisms of neo-liberalism is the proliferation of strategies to create and sustain
a 'market’, to reshape the forms of economic exchange on the basis of contractual exchange. The
privatization programmes of the new politics have formed perhaps the most visible strand of such
strategies, and one most aligned with the political ideals of markets versus state. ( Rose and Miller,
1992, p.199)

And so to Health...
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Notes

1. Rogernomics was the name given to the policy prescriptions of Roger Douglas who was the
Minister of Finance, from 1984 to 1988, and the primary instigator of the deregulation of the
New Zealand economy from 1984 to 1987.

2. A period of relatively low economic growth has been experienced across all the major
developed nations of the West and East. From 1974 the performance of the New Zealand
economy was very poor in comparison to the period pre 1974. During the period following the
war New Zealand had experienced a 'long boom!, strong economic growth,full employment,
low inflation, favourable terms of trade and a relatively healthy balance of payments. The
recession after 1973 was not confined to New Zealand, a number of OECD countries had been
similarly affected.

Over the whole period since 1973 growth in [Britain, Canada, France, Germany, Italy,
Japan, and the USA] has been at hardly more than half the rate of the sixties and early
seventies. The slowdown was greatest (absolutely and relatively) in Japan and least in
the USA. If the OECD economies had grown as fast after 1973 as in the previous
period then their output in 1989 would have been nearly 40 per cent higher. The extra
goods and services available would have been roughly equal to the entire output of the
USA (Armstrong et al, 1991, p.233).

Clearly the New Zealand experience post 1973 was not unique and indeed runs parallel to that
of a number of other advanced capitalist societies. Some observers have placed a great deal of
weight on the negative impact of New Zealand's worsening terms of trade. ( Roper and Rudd,
1993, p.4-5 ). A number of factors contributed to the 'End of the Golden Weather' in New
Zealand and to the about turn in management of the economy. Many of the changes were
inspired from outside of New Zealand, though their effect may have been particularly
pronounced in this country.

% GDP Growth % GDP Growth

1974 to 1989 1960 to 1973
OECD 2.7 4.8
USA 2.6 4.0
Japan 39 9.6
Europe 2.2 4.7

Source: (Armstrong et al, 1991, p. 234).

The decrease in economic growth during this period also saw other effects on world trade
patterns, including the emergence of major international trade imbalances between the
economic superpowers--Japan, USA and the newly industrializing countries (see Armstrong
et al, 1991, ch. 14). Other serious effects have been noted to both economic and social
conditions: a decline in profitability, a decline in the growth of labour productivity and the
failure of employment growth to offset the expansion of labour supply (hence increasing
unemployment). Clearly the collapse of the long boom in New Zealand is not unrelated to the
economic crisis in the developed world from 1973 onwards.
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Chapter 6: Reform of the New Zealand Health System:

Problematisation, Inscription and Change

It was because of ideology that business networks have come to inform those of
politics, that businessmen now have the opportunity to shape policy without having to
become politicians themselves... Those who shared Douglas's [Minister of Finance]
free-market, less-government reforming zeal were those who got the plum jobs as
government advisers and then as directors of the new state-owned enterprises. Some
of those were old Douglas mates like Alan Gibbs who was handed the job of dreaming

up ways to reform the health system... (Legat, 1991, p.61)

6.1 Introduction

This chapter will seek to explicate the changes in the New Zealand Health sector informed by
the concepts of problematisation, inscription and the construction of networks (Callon (1986)
and Latour (1987a, 1993). This will involve applying a framework of interpretation based on
the concepts of Latour’s sociology of translation. Material on problematisation and inscription
will be incorporated into the chapter in order to provide an explanatory frame of reference
which will enable us to make sense of the processes of change in the New Zealand Health
Sector. The sociology of translation will be used to explain the processes which underlie the
changes and will be used to capture effects such as the effect of policies in producing new

networks within which "allies" could be enrolled in support of the Health Reforms.

The tendency for economic policies to be imported into New Zealand from overseas
theoreticians, was described in Chapter 5, particularly section 5.4. It should be no surprise that
policy makers and interest groups again looked overseas for Health reform policies. As in the
1970s and early 1980s with the sharp movement from interventionism toward the new

neoclassical economic hegemony, the late 1980s saw similarly informed developments in New
Zealand health policy.
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6.2 Problematisation of the Health Sector

Problematisation is the process through which the aims, interests and objectives of discourses
are made visible. In relation to the procedures and objectives of accounting, specific
accounting techniques are "seen" in new and problematical ways. Robson (1991) describes this
process through the concept of translation. It is through translation that a "consciousness" of

accounting techniques and calculations particularly amongst non-accountants is constructed.

The problematisation of the accounting practice can provide the motive for altering the accounting
conventions of recording and measurement, or producing new forms of accounting calculation. In so
doing there may emerge a (perhaps partial) solution to the problematic. It is through the operation of
these ... construct[s] [that] the arena will be analysed in terms of translation. (Robson, 1991, p.551)

Ideologies, objectives and bodies of knowledge are what Latour refers to as discourse and
rationale. These are the ideas and processes that provide the legitimacy for proposing one
course (of action) rather than another. These ideas, are formulated and refined within the
institutions of political and economic life. Discourses are everywhere in society. They are
current in individual state agencies, corporations, universities, political parties and interest
groups. They are aimed at a particular analysis of the political, social or economic. Though
specific discourses may be applied to policy making in a variety of organizations, they rarely

provide a societal consensus.

There are several instances of the use of accounting techniques by the UK government as a
means of, or at least as a support for, new forms of organisational structure and control (Miller
& Rose, 1990). Events in the organisation and management of the National Health Service
(NHS) illustrate this. The NHS has been subject to a programme of restructuring through the
introduction of new forms of budgetary and resource allocation systems since the early eighties
(Pinch et al, 1989; Preston et al., 1992). Similar technologies have been introduced into the
New Zealand Public Health Sector (Ashton, 1992a and b; Blank, 1994). Different methods of
costing, together with changed organisational objectives, structures and performance measures,
have been used by the UK and NZ governments to enable programmes of "efficiency" and

"value for money" (Rea & Cooper, 1989).

As part of this process of refabricating the organisation and its aims, accounting techniques, such as
budgeting, are being drawn upon to build networks of accounting inscriptions between government
agencies (Treasury, Department of Health), regional authorities, hospitals, consultants and General
Practitioners in order to visualise the NHS in new ways, to facilitate calculations according to the
purposes of governmental agencies and to enable them to act upon such "elements” within the NHS in
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the name of efficiency. (Robson, 1992, p.702)

As calls are being made for organizations to be changed in the name of the vocabulary of
economic efficiency and rationality, calls will also be made for the extension of modes of
economic calculation to objectify and operationalise the abstract concepts in the name of

which change is occurring (Hopwood, 1990a, p. 21).

... change is not introduced to solve specific problems, but to express ideological commitment. The use
of market and private sector management methods has been identified as a general solution to public
sector problems. (Stewart and Walsh 1992, p.500)

The problematisation process plays a significant role in the mobilisation of policy at the
institutional level and within individual organisations. At the national level the use of
inscriptions resulting from the new accounting for health services plays a role in a much
broader process which effectively problematised the nature of the health sector in general and
notions of a publicly administered health system in particular. Notions of the efﬁciency of
private sector management techniques were widely promoted as suitable to deal with
'established' inefficiencies in the health system. Views of the universal availability of 'free’
health services, accessible to all New Zealanders were attacked in a number of ways, one of
which involved the establishment of a 'Core' Health Services Committee (CSC) (National
Advisory Committee, 1992a, 1992b, 1992c, 1993) which would seek to establish a list of those
services which might 'reasonably' be made available universally. Though the CSC has not been
successful in producing such a list of health services, its activities, combined with the actions
of others, has led to a change in the public attitude to the availability of health services

(Blank,1994).

The political system in New Zealand has been characterized by highly concentrated political
authority and few checks and balances (see discussion in chapter 5). This tends to provide the
capacity to make rapid and comprehensive shifts in policy, providing potential benefits and
problems. In comparison to the US, New Zealand has the capacity to deal with problems
quickly. Whether this has been an advantage remains to be seen. These features have
facilitated both the dramatic policy changes which have been seen throughout the New

Zealand public sector in addition to the changes in monetary and broad areas of fiscal policy.

Problematisation of issues is more readily achieved in these circumstances, since there is a lack

of strong networks and groups able to provide effective opposition. New Zealand health
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reforms have followed some overseas models, particularly on the introduction of
managerialism and the introduction of a quasi-market into the provision of health services. The
New Right has been able to establish a policy framework very quickly by transferring ideas
established in other areas of the public sector. While ideas such as the importance of the profit
motive and privatisation were issues which could only be very gradually introduced to the
National Health Service in the UK. In New Zealand it seemed to be virtually unquestioned that
problems defined in other public sector areas must, as a matter of course, also afflict health
sector organisations. Not only was no clear evidence of inefficiency forthcoming, very little
evidence was available at all on the health sector (Ashton, 1992a and b; Blank, 1994).
Problematisations were effectively imported into health from other areas. It was almost a
matter of faith that private sector organisation and management must be more effective than

the present administrative structures.

We pour money into our hospital system, without asking what is coming out the other end. We pay them
$2.4 billion, without even asking what quality and quantity of treatment they are going to provide
throughout the year ... There's massive amounts of inefficiency; that means that most doctors could do
at least twice as much work in the private sector (Gibbs, et al, 1988, p.39)

The restructuring of the New Zealand health system by successive Labour and National
government is in marked contrast to the difficulties experienced in the US (Blank, 1994). But
such rapid change also has been demoralizing to health care workers and has increased feelings
of insecurity and uncertainty in the health service (Blank, 1994). The changes have also been
confusing and unsettling to the public and consumers of health care. This is despite the efforts
of the government to inform citizens about what the changes entail and to convince them that

the reforms are for the best.

Within the health sector institutions there has been significant structural change, management
and personnel have undergone dislocation. Concerns have also been raised as to the high
monetary costs of implementing new administrative structures necessary to support the reform
process (Herald 22™ Feb, 1995). The public sector has been the subject of much attention from
various governments in the western world over the last 15 to 20 years. The widespread
adoption of right wing economic policies in both reorganisation of the state sector and in the
framing of public policy is widely evidenced. The Health Sector has come in for particular
attention in several countries and similarities are evident across various countries. Change has
generally involved the introduction of "market reforms", notably in terms of the introduction

of quasi market structures into the purchase and provision of health services. Health Reform
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in the UK is described, by Rose and Miller, in the following terms:

Between the Ministry of Health and the practitioners of the cure during the 1950s, a complex
administrative structure was assembled, in the hospital sector alone this comprised 14 Regional Hospital
Boards, 36 Boards of Governance for Teaching Hospitals and some 380 Hospital Management
Committees. To govern this system in a 'rational and effective’ manner as envisaged in the 1944
White Paper posed a problem of information: even the most basic information about the number
and distribution of doctors was lacking at the periphery let alone the centre. This 'lack’ was to
be the start of a massive attempt to transform the activities of healers into figures that would
make medicine calculable. The initial form of problematisation was financial for the new
technology displaced earlier ways of relating medical care to money. A series of studies lamented
the limited information possessed by the Ministry... ( Rose and Miller, 1992, p.193)

The use of reports from public committees and more recently consultants is strongly in
evidence in New Zealand (see section 6.5). A selection of these reports are referred to in the
following sections of this chapter. Particular mention can be made of the Gibbs report, because
of its wholehearted championing of the New Right economic policies being expounded in
other arenas at the time and the uncompromising approach of the report to the -necessity,

urgency and inevitability of the reform process (Gibbs et al.,1988).

New Zealand medical developments and structure of the Health System followed closely those
of the UK in the middle of the century (Blank, 1994). The issues which caused concern within
the Health Sector followed a similar pattern in New Zealand to that described below in the
UK. Initially in the UK:

... medics came to dominate the administrative networks of health, forming a medico-administrative
bloc that appeared resistant to all attempts to make it calculable in a non medical vocabulary.... (Rose
and Miller, 1992, p.194)

The introduction of professional administrators into the Health Sector certainly took place, in

earnest, rather earlier in the UK than in New Zealand.

By the 1960s, the technological questions of how the machinery of health was to be governed were
re-posed ....The Plowden Report of 1961 called for the use of public expenditure control as a means
to stable long-term planning, with greater emphasis on the 'wider application of mathematical
techniques, statistics and accountancy' (Chancellor of the Exchequer, 1961, quoted in Klein). A range
of new techniques were invented by which civil ser<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>