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ABSTRACT

One of the major problems of researching management
accounting practice has been that of research practice.
Traditional methods have not been able to yield insights
into the richness and diversity of accounting practices in

organisational processes.

The perspective adopted in this thesis is that accounting
practice is a symbolic and value-laden phenomenon that can

only be understood in action.

One way to understand accounting in action is to undertake
a processual, interpretive study of an organisation and its
development. The aim is to understand accounting practices
where they have been developed and where they are used, as

part of the ‘lived experience’ of organisational actors.

The organisational setting for this study was that of a
medium-sized English book publishing company. The
distinctive culture that developed affects and is affected
by accounting procedures. The way in which actors called
upon and employed accounting procedures in their everyday

projects, and the way in which these projects were
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understood and justified through accounting rationales, are

described.

The work of the management accountant is influenced both by
the particular organisational setting and by the generally
accepted constructs through which the professional
accountant interprets the world. There is a tension
between the rational and the social aspects of accounting

practice.

Those using accounting systems experience the systems’
inadequacies as purely technical-rational devices. The
practice of accounting is actively involved in the
regulation, even manipulation, of interpersonal
relationships. Accountants have to transcend technique and
necessarily become involved in organisational activities as

cultural and moral agents.

T T ~.

A movement away from a technical conception of management
accounting towards a communicative function and
understanding is suggested. Such a change in perspective
would require an appreciation of the more general
interpretive schemes, of which ‘accounting’ is a part, that
actors use to understand their reality. It would involve

an understanding of the partial nature of the accountants’
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perspective and the effect that technical management
accounting language and routines have on interpersonal

relationships.

The next generation of management accountants may regard
such understanding as an essential characteristic of
‘practice’. Research using the interpretive approach could
play a part in the creation of this new professional

perspective.
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CHAPTER1

RESEARCH APPROACH AND PURPOSE

1.1 INTRODUCTION

My two daughters recently recalled the story that the vicar had
told in church. The younger was certain that it was about Jesus
washing peoples’ feet. The older was less certain. She
remembered the minister explaining that the story was about the

green thing he wore around his neck.

Both daughters remembered correctly. The literal story of Jesus
washing feet was told and the minister explained its ‘meaning’,
of which he had a constant reminder around his neck. The green
thing was a stole. It represents the servant’s towel that Jesus
wore at the Last Supper and symbolises the minister’s position

with respect to his people - as a servant.

Symbols are powerful tools for making sense of what we do and
explaining why to others. Symbols give meaning to action. The
meaning often derives from a complex set of beliefs of which we
are only dimly aware, and yet which guide our actions. Often it
is difficult to say why we did some action. Only after reflection
can we explain, and the explanation or justification relates to

our set of values; our beliefs.



In this thesis, which is concerned with accounting practice, much
will be made of beliefs. The reference to beliefs may seem to
some inappropriate for a scientific study of accounting practice.
Accounting is conventionally viewed as a technical craft for
objectively reporting factual information. Accountants present a
literal story. Most accounting literature explains how they do
it, not why. My thesis is concerned with the meaning of the
story, and how accountants’ reported numbers may be taken
literally or symbolically; how they may be used for making sense
of and justifying actions. Accountants are generally regarded as
eminently practical people. Their craft does not depend on
abstract theory. On the contrary, they are engaged on an
obviously necessary and ubiquitous need for keeping a record of
financial transactions and presenting reports thereon. Some
practitioners would take the view that theory is irrelevant to
their day to day activities. Yet every act, every practice, is
based on underlying taken-for-granted assumptions; sets of
beliefs. 1In accounting terminology these are referred to as
"postulates". According to Chambers (1963, p.3) postulates are
not some theoretical nonsense but:

They are the hard core of which practice is merely an

expression. Everytime a practitioner acts, in whatever

capacity, he is acting on some postulates. He may not

even know them; he may not even have thought of them,

for he may have accepted the weight of opinion or

authority in place of pefsonal conviction; but he cannot

escape them.



Highly skilled technicians may perform well without ever bringing
to consciousness and questioning the underlying assumptions of
their craft; but those who wish to extend their art have to go
beyond the taken-for-grantedness of current practice. The first
step is to bring to consciousness that taken-for-grantedness so
that it may be the object of analytical scrutiny. Those who want
to improve on the current practices need to grasp the limitations
as well as the powers of the current state of their art.

Torvill, and Dean were two expert ice-skaters. They became world
champions. They had to be masters of technique but became famous
by being people who redefined their art by transcending

technique.

It is important to be technically skilled but the difference
between a technician and artist is that the latter is capable of
understanding the existing limitations of the art form. A
creative artist seeks out the assumptions or postulates
underlying extant practice -~ tries to discover the quality of the
materials through which the particular art is expressed and of
the communities in which or about which the art is an expression.
Critical reflection may present new possibilities to the

consciousness, and a different set of assumptions embodied in new

practices.

The notion of accounting practice as an art may be objected to on
the grounds that the activity has no aesthetic pretentions but is
entirely ‘practical’. It is based upon expediency, and upon the

needs and requirements of everyday life. It has no rationale,



except that it helps people to act purposefully in the world. 1In
order to accomplish their projects people employ interpretive
schemes, one of which is "accounting". Unquestionably
utilitarian, accounting practice is also expressive of the people
who use it to create a particular view of the world.
Understanding accounting practice is to understand the ‘reality’

of the people who employ it.

The belief underlying this research effort is that the world, the
‘reality’, with which accountants are concerned is constituted
rather than given. The starting point for the research is the
acknowledgement that ‘accounting’ comes into existence in use,

and cannot be studied independently of social action.

1.2 MANAGEMENT ACCOUNTING

My interest is in that branch of accounting referred to as
"management accounting"”. This branch of the profession has been
told recently that the practices employed now were in evidence
over twenty-five years ago and have not developed since despite
the vast changes in the world in which they are practised (Kaplan
1984; Johnstone and Kaplan 1987). Such lack of progress, if
accepted, is worrying to practitioners and teachers of a craft

that is so widely employed because of its taken-for-granted

utility.

The lack of progress may relate to the underlying postulates, the
unquestioned beliefs, which have constrained development. The

0ld postulates may have to be re-examined. Kaplan and Johns on



want to improve practice to make it more relevant. What may be
necessary is an uncovering of the postulates, the taken-for-
granted beliefs, that have prevented the generally accepted
practices from developing. A whole new art form may be
necessary; and may have been developing outside the parameters of
the traditional definition of the discipline. Management
accounting may have to be redefined and expressed in a new form
with new materials. Creative artists may be at work
reinterpreting the practice and redefining the boundaries of

practice.

Much of the current literature can be seen as an attempt to
redefine what management accounting is in concept in order to
encompass new practices. The idea of management accounting as a
technique of production (which has not changed for twenty-five
years) is being challenged by a view of management accounting as
a means of interaction or communication, concerned with
interpersonal relationships.

Management accountants are employed to act as a bridge between
the technical and social aspects of accounting in organisations.
The distinction between ‘technical’ and ‘social’ is captured by
Roberts and Scapens (1985) when they refer to ‘accounting
systems’ as the technical procedures devised by professional
accountants and to ‘systems of accountability’. The latter refer
to social relationships - who is accountable to whom and for
what. The simple notion of ‘accountability’, of people being

able to explain and account for their conduct to each other, is



often not easily effected through the complex technical
procedures which professional accountants have devised. The
techniques may have become restrictive and determined how people
could be accountable, rather than responding and creating new
ways of enabling actors to be accountable. A skilled management
accountant needs to understand purposeful action in complex human

organisations in order to be an artist rather than a skilled

technician.

1.3 PURPOSE OF RESEARCH

That which is, is far off, deep, very deep; who can find
it out?

I turned my mind to know and to search out and to seek
wisdom and the sum of things.

Ecclesiastes 7, 24-25

Trevor Gambling (1985, p.421) has argued that in attempting to
present ‘the sum of things’, accounting practice is mystical and
mysterious; it deals with human perceptions of an unknown reality
and social reactions to the uncertainties of the universe.
According to Gambling (ibid) what accountants see and present is
a human interpretation, an illusion, of reality; what in many
Eastern religions is referred to as "maya"™ - a human perception
and interpretation of an unknown reality. Wells (in Rosen, 1984,
p.143) also refers to mysticism:

A good deal of accounting, as currently practised, has

a mystical quality. Depreciation methods, inventory

valuations, arbitrary distinctions between capital and



revenue, overhead allocations, and joint product costing
are examples of accounting procedures that fall into
this category. So also do profit centres and transfer
prices. Revenue which is not revenue, transfer prices
which are not prices, and profit centres that do not
earn a profit, are mystical inventions. They are

fictions which cannot serve as a basis for action.

There is a growing body of literature which suggests that
accounting, like other aspects of social life, is inherently

complex, multi-dimensional and paradoxical.

There is a growing realisation that accounting is far from an
objective process without a subjective interpreter. Any
‘objectivity’ lies in the person doing the ‘accounting’; there is
a large amount of discretion for creative accountants. As part
of a decent education the next generation of accountants may need
to be taught the wide range of possibilities that ‘accounting
practice’ may cover. Some of these are already discernible,
others may still be uncovered. Some of the variations that have
been characterised as belonging to ‘accounting practice’ are
listed below. The list is adapted from Morgan (1988, pp.477-485)
and shows the metaphors that have been used to increase
understanding of the accountants’ craft.

1. Accounting as history (Paton & Littleton, 1940)

2. Accounting as economics (Davis et al, 1982)

3. Accounting as information (Prakash & Rappaport,1977)

4. Accounting as language (Belkaoui, 1978)



5. Accounting as rhetoric (Arrington, 1987)

6. Accounting as politics (Burchell et al, 1980)

7. Accounting as mythology (Boland, 1982)

8. Accounting as magic (Gambling, 1977)

9. Accounting as disciplined control (Hoskin & Macve, 1986)
10. Accounting as ideology (Merino & Neimark, 1982)

11. Accounting as domination and exploitation (Tinker, 1985)

12. Accounting as interpretive art (reality construction)

All these metaphors have been developed to form competing
interpretations regarding the nature and significance of
accounting. Each one is deep and rich in explanatory power.

They all grasp elements of what accounting is. Some are
speculative, and there is a shortage of detailed descriptions of
accounting practice in organisational settings which could help
to ground the theories. The metaphors open up possibilities
which question the taken-for-granted conventional view of
accounting as a neutral measuring device of some external
reality. The conventional view precludes critical examination of

what and why accountants do what they do.

A different view of reality as a social construction, as an
outcome of accounting procedures, raises novel questions and
makes accounting problematic. Understanding the nature of
accounting practice as a complex, multi-dimensional and
paradoxical phenomenon, and portraying the phenomenon in terms of
competing metaphors, may be required for the next generation of

accounting scholars to come to terms with their art. In the



meantime the teachers have to gain experience and understanding

of the richness and depth of the various perspectives.

The purposes of accounting practices and the way in which an
accountant arrives at "that which is™ and presents it as some
kind of truth is a major concern of this research. How the
"fictions"™ are created and whether they serve as a basis for
action requires investigation. The accountant may facilitate
action in ways not normally acknowledged as part of the
accounting craft. The possible richness of use of accounting
techniques in practice needs to be investigated. Questions
raised in my investigation are:
1. How do people use accounting to

* Jjustify what they are doing?

* give meaning and significance to what they do?

* cooperate with or dominate others in achieving their

projects?

2. How do accountants interrelate with others? How do they

integrate the technical, rational aspects of their craft with®

the broader social processes?
3. 1Is the work of accountants a pervasive influence that ties

different groups of people together in a common frame of

rational calculus or are we "living a lie"?' Do accountants

1.The question is raised by the Chairman of the Australia
National Companies and Securities Commission (see p.14). The
question relates to a commonly accepted belief in a "common
measure" of company performance. A commonly held belief may
not be a "lie", but may be an "illusion" (as argued on p.15).



create a veil behind which invisible motives and purposes are

concealed? (Lehman and Tinker, 1987, p.503.)

1.4 THE APPROACH TO RESEARCH

The approach adopted in this thesis follows the theory of
knowledge as depicted in Berger and Luckman’s book, "The Social
Construction of Reality: A Treatise in the Sociology of
Knowledge" (1985 [1966]). Their work follows a long line of
European, mainly German, philosophers, who have argued that
everyday reality has both objective and subjective elements. Any
attempt to understand how people conduct their business in
everyday life requires an acknowledgment of the dialectic between

subjective and objective aspects of reality.

The organisational actor encounters an objective social world
"out there™ that presents structural constraints to action and
defines what is rational. But the individual also participates in
the construction of that social world by interacting symbolically
with others and sharing interpretations of what is real and what

reality means.

The history of a particular company, David and Charles plc, is
used to study accounting practices. The fieldwork was conducted
in what had become a small to medium sized publishing company in
England. The longitudinal study covers a twenty-eight year
period from the formation in 1960 to 1988. The orientation is
one which seeks to gain knowledge of the meanings which

organisational actors attach to accounting and the action that
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they take with respect to it. There is an attempt to follow

Colville’s (1981, p.130) advice:

Researchers must begin to take participants seriously.

Accounting interpretations are examined as an integral aspect of
human interaction in the organisational setting. The aim is to
understand accounting practice as part of lived experience; by
studying the people who use it, and those affected by its use.

In conducting the research, using this approach, I have come to
realise that it is myself, and other people, as much as
accounting practice, that I have come better to understand. 1In a
wider sense, accounting theory and practice are reflections of
the people who invent them. Both normative theory and accounting
practice are inventions of the human intellect, made apparent in

everyday conduct, to allow life to proceed according to accepted

societal values.

One of the intentions in approaching the work of other
accountants has been to avoid picking up for questioning and
argument definitions formulated in texts and through professional
bodies. Arguments over definitions may not be helpful in
understanding practice. I have made a conscious effort to
suspend judgement, and to try to describe and explain practices

as if they were being experienced with no previous knowledge.

This is the ideal of the phenomenological approach. It remains

an ideal to which the researcher aspires but in all probability
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cannot attain. Hidden value judgements always pervade our

attempts at being "objective" or "scientific".

What is attempted is to uncover the researcher’s own prejudices
rather than assume them away in some kind of methodological
smokescreen. It is regarded as a valuable exercise to make
explicit one’s most deeply held and unconscious, or rather
preconscious, assumptions about a phenomenon like accounting. By
attempting this approach to accounting practice, it is hoped to
learn more about practice - though as suggested earlier, in the

event one may learn something about being human.

My cornicern is not with accounting theory presented as a set of
propositions of ‘science’, albeit ‘applied science’. Rather a
narrative is proposed that describes ways in which accounting
theory and application help to sustain a peculiar and significant
construction of reality. An attempt is made to examine the
everyday reality of the ‘management accountant’, whose practice
is governed as much by the individual circumstances of a specific
organisational setting as by affiliation to the institutionalised

profession of accountants.

The purposes served by the theorising and application of
techniques by accountants are not taken for granted, as self-
evident, but are investigated as problematical. People use
accounting as a tool to achieve certain ends. The ends are
chosen by participants in a certain social context to meet their

specific goals or needs. There may be a variety of uses and
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applications not normally discussed as part of accounting theory,

but necessary to understand accounting as praxis.

The possibility that the tool of accounting can be used as a
means of domination and of retaining established power structures
may call for a more critical examination of the interpretive
schemes surrounding the accountants’ craft. There are obvious
difficulties for a profession that attests to a ‘true and fair’
view when these abstract concepts are interpreted as part of an
economic system which some argue is biased towards those who
provide capital and against those who supply labour. Underlying
value judgements need to be scrutinised if the accounting
profession is to serve the interests of all rather than the
interests of a powerful few. Purveyors of ‘truth’ have to do

their work with an intellectual grasp of the complexity of the

concept.

1.5 ACCOUNTING, OBJECTIVITY AND TRUTH

Questions of ontology and epistemology are not the main
preoccupation of a professional body. A professional body exists
mainly to promote the high status and utility of the service that
its members can offer. But a profession whose members deal in
‘objectivity’, ‘truth’ and representations of ‘reality’ cannot
avoid questions about the nature of these abstract concepts. The
Financial Accounting Standards Board (FASB) in America has
devoted vast amounts of time and effort over a ten year period in
trying to establish a conceptual framework which could justify

the accounting practitioners’ craft. It has been widely
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recognised as a failure. The result of ten years of effort has
been reported as an apparently conventional statement of the
objectives of financial statements and a conceptual framework
that is completely unoriginal (Brookes, 1986, p.24). 1In
commenting on the search for objectivity a leading practitioner
wrote:

The key to accounting objectivity, both in setting

standards and in practice, lies where it has always

lain: in the values - in the integrity and personal

responsibility of those who practice accounting.

Gerboth, 1987, p.8

According to Gerboth, the norms of practice cannot be grounded in
universal theoretical laws. Objectivity lies not in concepts but
in conduct. The nature and purpose of the accountant’s conduct
is to present a picture of ‘reality’. The picture of reality may
be effective for practical purposes even if it is only one of

many pictures that could be presented.

The epistemological problem of accounting was expressed in an
address to the Accounting Association of Australia and New
Zealand (AAANZ) in 1985 by the Chairman of the National Companies
and Securities Commission:

We behave as though we have a common measure of company

performance which enables a rational allocation of

capital and human resources between companies but at

very best this is a highly questionable supposition.
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Would it be too far to go to say that we are living a
lie?
Bosch, 1985, p.14

For practical purposes people do not need the whole truth but
some model that is effective for their purposes. Accounting is
effective, as good as truth, at least as long as people accept
accounting numbers as an appropriate version of truth. The
philosopher Nietzsche explained:

Life requires illusions, i.e., untruths which are taken

to be truths. What life does require is belief in

truth, but illusion 1is sufficient for this.... The true

and the effective are taken to be identical.

Nietzsche in Breazeale, 1979, pp.16-17.

The "fictions" referred to in an earlier quotation (p.7) may be
necessary illusions allowing people to get on with their
practical projects. The sense of order and stability created by
accountants, including beliefs in the measurability of
‘performance’, is a necessary component of the experience of
people living in a society whose dominating ideology is that of
rationalism. Meaning and purpose for actors are provided,
standards of conduct laid down, winners and losers in the game of
chance decided. The accountants’ ‘sum of things’ is an

acceptable illusion referred to as a ‘true and fair’ view.

1.6 ORDER OF PRESENTATION OF THESIS
The thesis is presented in fourteen chapters. The first three

chapters present a statement of the purpose and methods of the
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research. After stating the purpose and general approach in
Chapter One, there follows some theoretical prologomena
considered necessary before a discussion of the methods adopted
for the study of accounting practice in the field. Then follows
the longest chapter in the thesis. Chapter Three introduces the
methods used to gather and present evidence. The
phenomenological approach as adopted for the fieldwork evidence
collection and analysis is described. The most important part of
any enquiry is its beginning and the importance of this chapter

is reflected in its relative length.

The evidence collected in the field is then used to present a
longitudinal-processual study of the publishing company called
David and Charles. Chapter Four is entitled "Sets of appearances
- how we objectify reality". Examples are given of different
ways in which "organisations" may be talked about, using
histories and statistics publicly available. The next five
chapters present a detailed description of the people creating
and sustaining the "reality"™ at David and Charles. Periods of
continuity and cultural stability are distinguished. Points of
discontinuity, of dramatic events and crises, punctuate and
longitudinal description. The cultural leaders are identified
and their Weltanschauungen analysed. The way accountants’

perspectives were called upon in interactions and cultural change

is described.

A more detailed examination of the accounting systems and systems

of accountability is the focus of the next two chapters. In

_16_



Chapters Ten and Eleven, attention is focussed on the work of the
accounting department as an integral aspect of interactions among
the people employed in the publishing company. Some detailed
accounting procedures are examined such as costing of books and

establishment of prices and stock valuations.

The last three chapters (12-14) could be entitled "Reflections
and Implications". The experience gained at David and Charles is
drawn upon to reflect on some general aspects of management
accounting. As well as the particular culture of the
organisation studied, the work of management accountants is
influenced by more general postulates of the accounting
professionals. These generally accepted, taken-for-granted
understandings are discussed in order to understand the actual

and potential usefulness of the accountants’ work.

The influence on practice of agency theory and systems theory is
examined and the positivistic foundation of these theoretical
influences is noted. An argument is put forward for a move
toward a less technical and more communicative function based on

an hermeneutic approach.
To conclude the thesis, there is an evaluation of the approach

adopted to research, and an explicit recognition that the text

itself is a part of the process of reality construction.
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CHAPTER 2

THEORETICAL PROLOGEMENA
ACCOUNTING AND THE SOCIAL CONSTRUCTION
OF REALITY

2.1 TWOIRRECONCILABLE VIEWS
That accounting practice has a creative element is viewed with
concern by many accountants. In a recent book entitled A
Practical Guide to Creative Accounting (Jameson, 1988) the author
states (p.20):

Let there be no doubt about it,

creative accounting is a bad thing.
The author believes that creative accounting is a ‘bad thing’
because (p.20)

It distorts company results and financial position.
In contrast to this conservative perspective is a view,
increasingly being expressed, that all accounting is necessarily

creative (see Hines, 1988, for an enlightening exposition of the

contrary view) .

The two views are irreconcilable because they originate from
different philosophical perspectives. 1In the first ‘reality’
exists separately and independently of accounting practice; while
in the second, ‘reality’ does not exist except as a social
construction. By constructing or creating ‘reality’ through

accounting practice and procedures, there is nothing outside that

can be distorted.
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The purpose of this chapter is to introduce the theory of the
social construction of reality and the implications for the
understanding of ‘accounting’. It will be clear that the
constructivist view is accepted throughout this thesis and the
discussion in this chapter was considered necessary theoretical
prologomena to the ensuing descriptions of the approach adopted
to and presentation of fieldwork evidence about accounting
practice. Wherever possible concrete examples from the author’s
experience, or reports of other’s, are used in an effort to bring
the concepts to life. Some evidence from the fieldwork has been

included as a preview of what is to come later in the thesis.

2.2 NATURE OF SOCIAL REALITY

Alfred Schutz was a sociologist who tried to analyse how people

go about creating a social reality in their everyday lives.

People attain a knowledge of the world by means of what Schutz

(1962) called the ‘natural attitude’ which corresponds to what we

might refer to more generally as ‘common sense’. Common sense

takes for granted the existence of a world possessing order as an

intrinsic property. Under the natural attitude the world is

experienced as a massively real structure, already predefined.

It is a social world, not a private one. Our grasp of it relies

on certain presuppositions which Schutz (ibid) laid out:

(a) Predefinition - we are born into an already organised,
predefined, preinterpreted world

(b) Availability - it is there, real, objective, taken-for-

granted, and available for understanding and action

_19_



(c) Intersubjectivity - it is not a private world, but common to
us all. We are socialised from birth and understand
ourselves as part of a social world.

(d) Typicality - we rely on typifications conveyed through
language

(e) Practical interests - we do not want "full" knowledge of the
world - just sufficient knowledge to ‘get by’ and further our

practical interests (projects).

Professional social theorists reflect on the nature of ‘reality’.
It is their job to be intentional about understanding how people
construct their realities, and to expand and explizate the
common-sense understandings of those whose projects are directly
practical. None of us can avoid being theorists. All people
reflect occasionally on ‘reality’ put in everyday activities tend
to take reality for grantéed in order to get on with their
practical projects in life. This point is emphasised by Hines
(1988, p.257)
If individuals were to be self-consciously aware of the
constructed nature of society, and the part they play in
creating and sustaining it, society would not function
effectively.
So in everyday life as ordinary members of society we tend to

regard much of the social world as ordered and stable, as an

objective reality. The objectivity, however, arises out of

social praxis. Social facts are not things but accomplishmehts
(Garfinkel, 1967). Social order is not ‘in the nature of
things’. It cannot be derived from ‘laws of nature’. Social

order is a human product and arises out of human activity.
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An example often used to illustrate this point relates to the
social manners that a person exercises routinely when using
public transport systems. As a trainee of British Rail
witnessing "the rush hour"™, I used to wonder at the orderly
conduct reproduced each day as millions of human beings were
transported in and out of Central London on Southern Region
trains. That the orderiiness is an accomplishment reproduced

each day was evidenced when something went wrong. A cancelled

train, a break in the daily routine, soon reveals the fragilitykya
of the orderliness.

My friends and I used to joke about the seé;ﬁing mass of passions
and emotions that lurked‘just below the surface of those
anonymous, orderly coﬁﬂﬁtérs. We used to talk of ‘the thin
veneer of civilised behaviour’. On occasions the veneer was
peeled away. Such occasions could be frightening. During a
period of industrial stog%éges, some frustrated commuters hearing
of yet another cancelled train threw a ticket collector onto the
railway tracks. It is always the front-line troops - the ticket
collectors at the railways, the stewards on airlines, bank-
tellers, salesmen in a book publishing company - that bear the

immediate consequences of customer frustration if the

organisation supporting them does not perform up to expectations.

Reflections on the stability and order in everyday life are the
subject matter of Berger and Luckman’s (1967) treatise. How do
human beings who lack any biological means of providing stability
for human conduct avoid chaos ? How are the drives, unspecialised

and undirected at birth, channelled in such a way that human
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existence appears to exist in a context of order and stability?
Berger and Luckman (pp.70-85) offer as an explanation the process
of sedimentation or habitualisation that attends all experience
and forms the origins of institutions and society:

Institutionalisation is incipient in every social

situation continuing in time.... Habitualisation

provides the direction and the specialisation of

activity that is lacking in man’s biological equipment.

Berger and Luckman, 1967, p.73

Institutions appear ;s.opjective reality. They appear
unalterable and self~e§i&ent. Institutions confrént the
individual as undeniable fact. The institutions are there,
external to any individual,and cannot be wished away. They
resist attempts to change or evade them. They have coercive
power over individuals. Nevertheless, it needs to be kept in mind
that the objectivity of the institutional world, however massive
it may appear to the individual, is a humanly produced,

constructed objectivity.

The relationship between people, the producers, and the social
world, their product, is and remains a dialectical one - i.e.
individuals and their social world interact with each other. The

product acts back on the producer.

Institutions, by the very fact of their existence, control human
conduct by setting up predefined patterns of conduct, referred to

by Giddens (1979,'p.96) as ‘standardised modes of behaviour’.



If the norms and standards expected from institutionalised
behaviour are not maintained the institutions suffer. When the
sharemarket crashed in New Zealand in late 1987, many attributed
the extent of the collapse to managing directors of public
companies who had not followed the standards of conduct and
disclosure required by the investing public. A prominent
business leader in New Zealand, Sir Bob Jones, wrote in his
company’s 1989 annual report (p.4):

So bad has this been that it can only be described as a

disgraceful betrayal of the trust vested by the public

in those responsible for this chaos.... One can only

question the effectiveness of the Securities Commission

which for all of its bluster, has appeared utterly

ineffectual throughout the past two years.

Not only was the performance of directors criticised but also

that of the public’s watch-dog, the Securities Commission.

The point being made here is that the control of conduct is
inherent in institutionalisation and comes prior to any
mechanisms of sanctions specifically set up to support the

institution.

2.3 ACCOUNTING AND SOCIAL REALITY

Accountants have long been acknowledged as experts in creating a
sense of order. Their view of the world is generally accepted as
‘objective’, as ‘true and fair’ and is indeed a skilled

accomplishment.
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The accountant’s job has traditionally been viewed as that of
providing an objective and truthful representation of some
underlying reality. Traditional mainstream accounting practice
and research took for granted that there was an externally
existing reality (Chua, 1986). Both practice and research were
based on a belief in an economic reality that existed

independently of the accountant’s measurements of it.

Because of the basic assumption, the concept of ‘truth’ has had
an important place in the discourse of accountants. Goldberg
(1980, p.5) argued that when accountants deviated from the
presentation of truth they were no longer acting as accountants.

The accountant is thus concerned primarily with

ascertaining and presenting the truth.... The

accountant, qua/agcountant, is not directly concerned

with either propaéanda or prudence ... to the extent

that he is concerned, he is widening his responsibility

beyond his primary and principal task of the

ascertainment and presentation of truth.

Goldberg, 1980, pp.5-6

A specialist group of external accountants said to be in ‘public
practice’ are called upon to attest to the truthfulness of
financial reports produced by internal company accountants; and
are called upon to provide reports on companies like David and
Charles before a public issue of shares are made. Despite the
obvious temptation to give a biased view in favour of their

paymaster, it is generally taken for granted that they provide an

independent, objective view.
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Examples of the type of ‘objective’ statements produced by
professional accountants are presented in Chapter 4 (pp.81-88).
The attestation of ‘objectivity’ in accountants’ reports relates
only to the fact that generally accepted accounting procedures
were applied (see letter quoted on pp.164-165 from Peat, Marwick,
Mitchell & Co). They do not feel the need to demonstrate how the

truth somehow emerges from these procedures.

The traditional self-image of accountants as presenters of fact
and as purveyors of truth has come under increasing scrutiny and
questioning from academics (Gambling, 1985; Chua, 1986; Morgan,
1988; Hines, 1988). According to the alternative view, the
economic reality they communicate is a product of the

interpretive schemes employed.

The interpretive schemes called upon in daily activity by
practitioners may not be apparent even to the practitioner. The
professional training and socialisation of an accountant ensures
that the interpretive schemes do not depend on personal
conviction, but on the weight of opinion and authority
encapsulated and communicated through "Accounting Standards".

The practitioner’s job is to apply them, not question them.
Deviations to standard procedures are greatly discouraged and can

result in an auditor’s qualification in the annual report.

But the practitioners are intentional in their application.
There are many alternative pictures that can be presented within
the constraints of the Standards. According to Chambers (1975,

pP.9) there are over a million outcomes that a typical medium
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sized public company could produce as a ‘true and fair’ view
1 7

without transjieééing generally accepted accounting procedures.

The notion of objectivity is important. Much of the social
environment which appears to us as "objective" is not objective
in the sense that it consists of concrete objects; rather it is
procedurally objectified; it is man-made; an invention and
creation of the human mind. It is transmitted by means of
language which objectifies subjective processes. And by
accounting. Accounting is both an invention of the human mind

and a means of objectifying human thought.

In this sense accounting reflects a more pervasive societal
phenomenon captured in the phrase: "Man makes society, and
society makes man". Each of us is faced by what appears an
objective reality in which we must operate; but it is not
objective in the sense that it exists independently of the
actions of people who continually sustain it. Social reality is
man-made. It is institutionalised so that what is practised by
one generation becomes an objective constraint on the next. We
are born into an already constituted social world and often feel

unable to have much personal impact on the accepted ways of doing

things.

Yet we become aware in moments of reflection that if the
institutions seem unfair we can change them. They are social
products always susceptible to change (the destruction of the

Berlin wall, a symbol of a perceived unfair institution, occurred

during the construction of this thesis).
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Accountants have institutionalised business reporting practices
and often their pronouncements seem to have the force of some
omniscient being rather than the frailty of a group of human
beings. Yet as in the case of all institutions, there is a need
to respond to the times. What is important to note here is that
accounting has to be reflective of social norms. The norms are
captured in the language, in the taken-for-granted interpretive
schemes, that are seldom questioned in day-to-day practical
affairs. The language and interpretive schemes surrounding the

accounting craft require some examination. A section on language

and an analogy between accounting and language is presented

below.

2.4 THE LINGUISTIC ANALOGY

Accounting is an institution which has been likened to a language
(e.g. Li, 1963; Belkaoui, 1978). Accounting is a means of
communication about business and economic matters. Accounting
like language may be said to have a structure and a syntax for

the purpose of creating meaningful statements.

Language is one of the most important institutions for creating a
sense of order and stability. Through language we create a sense
of common understanding and ordered reality. We create
typifications and generalisations that form common sense or

common understanding of ‘everyday reality’.

Garfinkel (1967) presents the ethnomethodologists’ explanation of
how speech establishes and maintains the reality of the everyday

world. It is through language that social events become



‘account-able’. The argument is that what we take to be the
objective features of speech, and of social life in general, are
objective only because we express them in objective terms, that
is in terms of their common or intersubjective properties, rather
than in terms of their unique or context-specific features. It
is a feature of all explanations and accounts that they render
unique and specific events or objects in terms of their
generality or typicality. Hence the objectivity of speech and of
social settings is to be seen as produced in and through the use
of language. In so far as everyday speech makes features and
settings in the social world ‘account-able’ i.e., explicable,
intelligible, systematic, it is the use of language that
constitutes the accountability, explicability, intelligibility

and systematisation of the features and social settings.

Accounting procedures also generate reports of unique, context-
specific features that are in generalised form. The valuation of
book stocks in David and Charles (discussed in detail later, see
Chapter 11) is a good example. A general rule is applied to a
wide diversity of assets, in this case books, which in no way
attempts to capture the specific, unique circumstances of each
book. The practical accounting procedures are used to present
‘objective’ reports, but the objectivity is a result of the
procedures which are designed to create an acceptable illusion,
an image rather than a true representation, that enables people

to get on with their everyday practical projects.

Accounting procedures are used to achieve a sense of tidyness, of

order and stability in organisations and in society. This notion
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is introduced through means of a childish questioning and insight
by Cooper (in Bromwich and Hopwood, 1981, p.178):
Daughter -"Daddy, why do things get in a muddle?"
Father - "What do you mean, ‘Things’, 'Muddle’?"
Daughter - "Well, people spend a lot of time tidying
things, but things seem to get in a muddle

all by themselves."

The orderliness, achieved by means of accounting systems, is not
a natural phenomenon but is a human imposition on an otherwise
chaotic world. The order is the result of applying a categorical
paradigm. Both positive and normative accounting theories are
articulated through a categorical paradigm. The uniqueness of
actuality is re-presented using the generality of a priori
account headings. In conventional accounting a mass of chance
and disparate events is transformed through classifications, and

associated recording and reporting procedures, and made to appear

consistent and orderly.

Accountants have a technical conception of accounting rather than
a humanistic one, regarding the craft as a neutral passive
instrument to represent an external reality, through a set of
unchanging categories. The appearance becomes the (accepted
image of) reality. 1In this sense, the accounting discourse may

be said not to be about objects but rather to constitute them.

The technical conception is similar to the Aristotlean view of

language and knowledge. It is static, not dynamic. It is
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scientific empirical-analytic, not historical-hermeneutic.

Meanings are obvious, not problematical.

But we have come to realise that languages are expressive of the
people who fashion them. Accounting viewed as language is no
different. The view presented through generally accepted
procedures is an accountant’s view and the ‘facts’ reported have
to be acknowledged as only the facts as constituted through and
legitimised by the accounting discourse. Our perceptions are
governed by the simplifying routines of theoretical fictions. 1In
practice accountants spend much of their time and effort on
bridging the gap between the static representations and the
dynamic social world in which they act and are accountable. Much
of their daily work is to do with human relationships. If we
think of accounting not as a static technical conception but as
an active ingredient in living, then questions arise about how
the accountants’ craft is bound up with meanings, and

intentionality; with value systems and being human.

2.5 STRUCTURAL, SEMANTIC AND PRAGMATIC ASPECTS

The structure of language is available to each of us. How we
draw on it and use it individually and collectively keeps the
available structure alive. In other words, the structure exists
in its reproduction and each production contains a potential for
change. According to Giddens this reproduction is a feature of
all social structures. The structures do not exist independently
of the people whose lives make the structures necessary. Social

science is concerned with human agents as they interact with the

pre-given social structures. According to Foucault (1973)



language was viewed as mere representation until the end of what
he calls the Classical age at the turn of the eighteenth century.
Social science, the study of man as an object of knowledge, did
not, could not exist. God was the creator; man’s task had been
to classify objects, to give names to things.

In Classical thought the person for whom representation

exists, he who knits together the threads of

representation into a table, is never to be found in

that table himself.

Smart, 1982, p.126

Account;hts’ tables reflect the thinking of the Classical age.
Accounting thought focuses on the rules of representation,
excluding consideration of the beings who make representation
possible.
Impersonal language and unconscious reification are
characteristic features of accounting theorists:

Accounting has its own way of thinking about, observing,

and organising business phenomena. What is more

important, accounting has its own discipline and own

philosophy, which have been developed over many

centuries.

Ijiri, 1967, preface, p.ix

Ijiri (ibid) speaks of accounting as a teleological system
developed over hundreds of years. The centuries of development
are seen to have produced accounting practices that consist of
the presentation and attestation of a series of economic events

in a factual, objective and apolitical manner. The accountants’
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job is to present an historical record of exchange transactions
between entities; accountants are concerned with nothing but the
objective measurement and representation of such exchanges and

the publication of a ‘true and fair’ view.

The aim of accounting procedures is generally acknowledged to be
the faithful recording and reporting of factual data, but
problems of representation and communication of the external
reality have long been recognised. Writing in 1939, in a book
entitled "Truth in Accounting"™ a prominent practitioner wrote:
I believe ... that this decline in prestige (of the
accounting professioq)has been caused in large part by a
growing realisation on the part of the ordinary man that
accounting does not talk his language, and that it 1is

quite as apt to deceive as to inform him.

Macneal, 1939, p.323.

Macneal argued that because the unit of measurement, monetary
value, was not constant, the great majority of financial
statements must necessarily be untrue and misleading. He wanted
investors to be aware that sincere and honest accountants were
the unconscious purveyors of misinformation. He wanted to offer
an alternative; an alternative that was practical and easily
intelligible; that would restore prestige to the profession by
giving the public the thing which was of greatest value to it,

namely, the truth. (Macneal, 1939, preface, p.ix-x)

The "truth" that Macneal sought has proved to be very elusive.

Macneal might have been surprised by the outcome of almost half a
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century of searching for "truth". Thirty-four years later after
much searching, Chambers could still write:

Prevailing laws and practices give rise, almost

universally, to distorted representations of the

financial results and affairs of companies.

Chambers, 1973, preface.

There are now so many versions of the "truth", so many ways of
presenting a "true and fair view", that accounting has become an

art form capable of painting different images of some underlying

phenomena.

Businessmen have been offered texts on creative accounting. One
advertisement claimed that the book shows "how to make your
profits what you want them to be." The manual claims to make
public knowledge what accountants have ‘long known, but have
tended to keep a secret in the trade, namely that deception is
perfectly legitimate and is "in perfectly good taste."
(Advertisement for "Creative Accounting: 2 + 2 = 5" by Ian

Griffiths - Sunday Times Supplement, 9 November, 1986.)

/-
- 7
~ - /.

Though claims in such advertisements may be extravagant, it is a
fact that the practices suggested are examples taken from those
actually used in large companies. Such practice does little to
reassure the outsider that accounting is merely an objective

system of measurement, a means of objectively describing some

external reality.
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In discussing the ‘real’ cultural significance of accounts, from
a critical perspective, Lehman and Tinker (1987, pp.503-522)
argue that the notion of "interest" is central to accounting.
Instead of the historically dominant view of accounting as a
neutral, objective, efficiency device assuming a unity of social
interests, the authors state:

Accounting is ‘in itself’ inextricably infused with

interests, such that its very nature is constructed by

the exercise of social and political power.

Lehman and Tinker, 1987, p.504)

Accounting is viewed as a means of resolving social conflict, a
ritualised method for resolving conflict over wealth
distribution. In New Zealand the dispute over Maori fishing
rights, guaranteed under the Treaty of Waitangi but eroded over a
century of increasing Pakeha dominance, would be a good example
of this argument. The solution proposed by the Labour Government
is to buy back quotas from commercial fishermen over a twenty
year period and hand them over to the Maori tribes. A joint
venture involving Government and Maori, with guaranteed financial
support, would ensure the economic potential of the quotas could
continue to be realised. Though both sides to the dispute have
voiced opposition to the solution devised by Treasury, it is
unlikely that the dispute will be settled in any other way than
by compromise about the accounting settlement-

Over the centuries, the resolution of social disputes by

combats and violence gradually gave way to symbolic and

ritualised modes of conflict resolution that had the
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advantage of providing a resolution without maiming and

killing the protagonists.

Lehman and Tinker, 1987, p.517)

The power of accounting in these social roles depends on its
orientation to themes that are deeply embedded in the individual
and social sub-conscious. The accounting profession has to
devise a discourse which resonates with the "common stock of
knowledge of society" (Lehman and Tinker, 1987, p.517.) To
uphold its own privileged position the accounting profession must
appeal to "pre-constructed symbolic elements

‘professionalism’, ‘public interest’, ‘social benefits’,

‘objectivity’"™ (ibid p.517).

According to Lavoie (1987, p.602):
Accounting is an indispensable language which involves
not objective fact-gathering but a process of
communication among a variety of contending

interpretations.

Accounting language is used to objectify phenomena in accordance
with a normative structure which is itself a production of social
practice. Accounting language may not only reflect economic
events, but provide the symbolic framework which partly
determines how social conflicts are settled and how events become
reality. Accounting is not a passive means of recording and
describing some external reality, but is an active ingredient in

the creation of a social reality.

- 35 -



Social scientists have argued that a linguistic system, or indeed
any social system, cannot be studied as a static structure in

abstraction from change.

According to Giddens (1979) the recursive character both of
language and of social systems can be grasped only by
understanding that the means by which the systems are reproduced,

and exist as systems, contain the seeds of change.

In general, systems are humanly produced and reproduced through
practice. According to Giddens (1979, p.40), language is “a
medium of social practice"™. Beyond structural analysis, we
require an understanding of purposive human conduct not only in

the choosing between rules, but in the generation of the rules

themselves.

Accountants’ rules are supposed to result in an objective measure
of profit through standards of procedure, the objectivity
allowing a rational allocation of society’s scarce resources to
their most profitable use. But can accounting procedures provide

an "objective" measure of performance?

The term "objective" is generally understood to mean existing in
external reality, uninfluenced by the person’s perception. There
can be no objective income figure in this sense. There is no
objective thing out there waiting to be measured. It is
important to keep this in mind when discussing ideas about

accounting practice and theory.

- 36 -



There is no number, hidden in external reality, that is waiting
to be discovered by an accountant. The number is a human
creation and any "objectivity" can relate only to consensus about
the rules to be followed in arriving at the number (which does

not exist in socialist society).

It may not be surprising that the profession does not care for
books on ‘creative’ accounting. The profession must maintain a
belief in a non-truth, in an illusion. The illusion is that
there is a reality out there waiting to be measured. that a

manual on creative accounting exposes is that the reality is

socially constructed, and may be constructed in the interests of

those with power.

If resources are directed to "profitable" enterprises, the
surrogate for performance measurement (profit) may become itself
a principal. Profit may be manipulated, independently of the
performance that it is supposed to represent. Evidence of such
practice in Australasia was captured by B. Ross in "The Ariadne
Story"™ (1988) and reflected a widespread and disturbing
manipulation of paper profits by company directors, in which
accounting and banking institutions were accomplices. The point
is that accounting practice cannot be understood independently of
the purposes of those making the representations.‘ii Ce-

Tinker in "Paper Prophets" argued that accounting, which elévates
paper p;ofits and monetary values as ends in themselves, fails to

articulate the social purpose of profit, and leads to the
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confusion of appearance (money-making) with reality (thing-

making). (Tinker, 1985, pp.29)

The direction of society’s resources to their most efficient use
requires some indication of derived demand. But it is
questionable whether the financial measure of performance of an
organisation can be said to reflect social preferences. There is
controversy about whether improved financial performance
necessarily accompanies the matching of organisations with their
environment. (Pennings, 1975.) The saga of the Fulham Football
Club in 1987 illustrates that there may well be conflict between

social purpose and shareholders’ monetary gain.

The Fulham Football Club has occupied Craven Cottage along the
banks of the River Thames since 1897. Football in England is an
important part of social life, especially of the urban poor. It
has never been the prime objective of soccer clubs to operate for
maximum profits. When a wealthy businessman became active in the
club it was presumed, and indeed indicated, that his interest was
in football. But slowly the best players were sold off. The
ground was not maintained. The team sank and dropped from
contenders for first division to candidates for fourth division.

Crowds stayed away.

The business man who had acquired the controlling shares cheaply
announced that his interest in the club was as a prime piece of
real estate and not a football club. He announced his intention
to develop the property into "Boat Race Mews" and thereby clear

for himself and his business associates many millions of pounds.



There is nothing in the market philosophy to say that such an
action would be detrimental to the social life of Fulham. Indeed

the profit motive suggests that it must be a good thing.

The problem seems to be that the poor are disenfranchised from
the market place. They have no say when "money talks". The
profit motive results in optimum social welfare only if everyone

agrees that the existing distribution of resources in society is

equitable.

It is not possible to separate the allocative and distributive
aspects of the market place. "Value" in money terms depends on
who has the wealth. A different distribution of wealth would
bring about a different set of values assigned to resources.
Ultimately, appeals to the market place philosophy have to rely
on politics; the acceptance of the profit motive as the rational
way to allocate resources in society is ideological; it grants
power to the rich to decide the allocation of resources and
thereby to further their own interests. Accounting procedures
provide the machinery for the exercise of power in the name of
rationality. The exercise of power in the name of rationality is
a feature of organisation and internal use of accounting
information. The provision of accounting information is demanded
for intra-organisational as it is for inter-organisational

resource allocation decisions.

Accounting terminology is replete with references to sub-units
called "profit"™ and "investment" centres. These are

organisational units set up to allow the "rational"™ allocation of
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resources to those segments deserving of investment because of

their "profit"™ record and potential.

The measurement problems relating to independent entities are
intensified for fictional units within the same organisation
because the "invisible hand" of the market exercised through
market prices is replaced with the very visible hand of the
managers as they establish transfer prices for goods and services

supplied internally.

The "profits"™ thus created through artificial prices, and the
accounting process, are often criticised in theoretical work but
used uncritically in every day life. The illusion of profit may
be as good as the real thing when the real thing is an illusion
anyway.

It was clear that in most cases, management did not

believe that transfer pricing had any material effect on

the relevance of management reports and decision making

- this in spite of the obvious and inherent problems.

Coates et al in Cooper, Scapens and Arnold, 1983, p.280

Theoretical criticisms are ignored by people whose interests are
practical and purposive. Practice appears to have a mystical or

mythical quality to the theoreticians.

Some explanation in human terms rather than in terms of
theoretical economic rationality may be necessary to grasp the
reason for mystical procedures. Hayes has attempted to explain

why seemingly irrational practices are used. He views accounting
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as a means by which people understand, explain and justify the
behaviour of themselves and others in organisations. Accounting
plays a symbolic rather than an economic role in that it:

facilitates action by providing an organisational

language, mythology, basis for rationalisation, imagery

and experimentation.

Hayes, 1983, p.247

It would be easy and understandable for a practitioner to become
irritated and angered by such references to abstract notions like

imagery, mythology, symbolism.

The practitioner operates in the real practical world and applies
his or her skills and knowledge objectively in the provision of

factual information.

This is the great paradox. Practitioners need this belief. The
profession has to sustain this belief. Yet it is a belief based

on an idealised view of what accountants do rather than what they

actually do.

Why do accountants spend so much time and resources trying to
justify an activity that is so universally demanded? It has
taken the FASB in America an enormous amount of expenditure of
resources over a period of ten years to come up with what seems
an apparently conventional statement of the objectives of
financial statements, and a conceptual framework that is

completely unoriginal (Brookes, 1986, pp.24-27).
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It may be an attempt to legitimise the external dictates of an
abstract rationality; an attempt to create a ideology; an attempt
to speak of the world:

in an onmiscient voice, as if the world itself rather

than men were speaking.

Gouldner A., 1976, p.48

The chapter concludes with a review of some sociological concepts
- objectivation, objectification, alienation and reification -
because these concepts have been used by sociologists to help to
explain the anthropological necessity of objectifying ‘reality’,
as well as some of the pitfalls when we give to ephemeral

actuality an undeserved quality of permanence.

2.6 MAKING OBJECTIVE FACTICITIES OUT OF HUMAN ACTIVITY
Much of this thesis is concerned with realities that are taken as
given - i.e., with data in the literal sense of the word - and
the processes which result in the ‘givenness’. Berger and
Pullberg (1965, p.197) pose the question:

How is it possible that subjectively intended meanings

become objective facticities?

It will be helpful to take some space to clarify some
sociological concepts. The concepts of objectivation,
objectification, alienation, and reification are presented in
Berger and Pullberg (ibid, pp.199-201) and their clarification of
the concepts is called on below.

By objectivation we mean that process whereby human

subjectivity embodies itself in products that are
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available to oneself and one’s fellow men as elements of

a common world.

Berger and Pullberg, 1965, p.199

The process is that of externalisation, of people expressing
themselves rather than living in a closed sphere of interiority.
It is anthropologically necessary. People express their
subjectivity through intentional acts in the world. They are

world-producing.

In my example, David Thomas and Charles Hadfield were world
producing when they gave expression to their subjective wills and
worked together to transform ideas into books. It is the
activity involved in producing books, not the books themelves,

that constitutes the objectivation.

By objectification we mean the moment in the process of
objectivation in which man establishes distance from his
producing and its product, such that he can take
cognizance of it and make of it an object of his
consciousness.

Berger and Pullberg, 1965, p.200

The working relationship is given a name, David and Charles,
which is separate from the individuals whose activity the name
now represents. Others can talk of the activity of the two men

using the label or name of David and Charles.
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By alienation we mean the process by which the unity of
the producing and product is broken.

Berger and Pullberg, 1965, p.200

The product of the two men, the company they form, may appear as
an alien facticity, a power standing in itself and over against
the producers. Alienation is the process by which people forget
that the world they create has been produced by themselves.
David and Charles may begin to act in the interests of David and
Charles as if the fictive entity they have created is separate
and distinct from themselves. The individual interests of each
of the creators may be subordinated to the interests of the

alienated activity.

By reification we mean the moment in the process of
alienation in which the characteristic of thing-hood
becomes the standard of objective reality.

Berger and Pullberg, 1965, p.200

Soon it is not David or Charles who act but the thing they have
created. David and Charles is a publisher of specialist books,
and eventually becomes itself a commodity that may be bought and

sold. According to Berger and Pullberg (p.200):

Reification is objectification in an alienated mode.

The authors explain that the concepts of objectivation and

objectification are necessary conditions of being human - human

existence is inconceivable without them. But alienation and
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reification are de facto characteristics of the human condition.
They are not necessary to it. And they may detract from the

quality of the human condition; and our appreciation of it.

According to one of the philosophers who contributed to the
development of phenomenology, Nietzsche, the world is something
we have made and must remake. It has no structure and no meaning
other than that which we impose on it. What we hold out as true
reality is only form which we give to chaos and nothingness. We
had better think not in terms of "things"™ but in terms of dynamic

processes.

With this insight in mind, attention is turned in the next
chapter to the methods adopted for the study of accounting
practice. The phenomenological influence on the way the

fieldwork was approached is discussed.
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CHAPTER 3

METHODS USED FOR STUDYING PRACTICE

3.1 THE BEGINNING - THE MOST IMPORTANT PART OF ANY ENQUIRY
Schumacher (1977, p.16) makes the point that the most important
part of any enquiry is its beginning. The beginning involves a
choice. The choice is between conflicting paradigms or what
Brown (1976) refers to as ‘root metaphors’. These are the
philosophical perspectives from which an enquiry starts. There
is no method or approach that is incontrovertibly correct or
valid. This does not mean to say that the starting point is
arbitrary. The reasons for choosing the starting point need to
be made explicit and kept in mind throughout the research effort.
The choice of theoretical presumptions unavoidably influences
which ‘facts’ will be collected, how they will be collected, and
how sense will be made of them. Assumptions are made about the
ontological nature of reality. The assumptions cannot be
empirically or logically tested. We can only reflect on them

intellectually.

Accounting researchers have tended to follow the ‘scientific’
tradition in which there has been an implicit assumption about
the existence of an external measurable reality (Chua, 1986). 1In
research ‘accounting’, Ijiri (1975, p.5) stated that it is
necessary to have a rigorous research methodology, because

otherwise:
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earthshaking research findings cannot be separated from

absurd opinions.

He proceeds to a discussion of theories or models "in empirical
science" (ibid, pp.5-9) implying that research into accounting is
the same as research in empirical or ‘natural’ science. 1In the
tradition appealed to, scientists normally begin with an
assumption that there is a reality which is objective in the
sense that it is independent of the people doing the research.
According to this view science is what Popper referred to as "a
process without a subject" (quoted in Chalmers, 1982, p.63). The
individual scientist follows strict procedures which are designed
to allow the testing of hypotheses about reality and to eliminate

subjective impressions from the tests and conclusions.

Chua (1986, pp.606-610) has argued that the belief in the
existence of a measurable external reality has been crucial to
mainstream accounting thought. She has made explicit the
assumptions, referred to as those of " physical realism",
underlying mainstream accounting thought and research:

* There is a world of objective reality;

It has a determinate nature that is knowable;

What is "out there" is presumed independent of the knower
i.e., subject and object are different;

Knowledge is achieved when the subject correctly mirrors

and ‘discovers’ this objective reality;
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Researchers and their objects of study are not
characterised as sentient persons who construct the

reality around them.

This approach has tended to concentrate emphasis on accounting
topics which could be tackled with the "rigorous research
methodology". Chambers (1980) has argued that concern for
methodology tended to govern which problems could be tackled.
The aim was to rule out intrusion of subjective opinions but the
outcome has been to inhibit consideration of the socially and

symbolically constructed nature of organisations and accounting

within them.

Phenomenology offers an alternative approach that opens up
possibilities of a different type of research. This approach
rejects the assumptions of "physical objectivity". It emphasises
the connection between the seer (the researcher) and the seen
(the object of study); every perception has a perceiver; what is

seen often depends on who is doing the seeing.

3.2 INTRODUCTION TO PHENOMENOLOGY

Phenomenology can be described as a "science of experience". 1In

technical terms, experience involves:

* the things of experience - the NOEMA

* the way they are experienced - the NOESIS

A minister of my acquaintance who claims to be a phenomenologist

often asks people what they think of the economy. He does not



expect to learn about the economy, which he believes is a figment
of people’s imagination, but about the values and assumptions of
those who talk about the economy. When he listens to two people

talk about a phenomenon, say ‘unemployment’ for example, he

learns about their values.

Person A may say:
"The unemployed are lazy by choice; they are ‘bludgers’ and
should not be encouraged to be parasites. The government should

cut taxes, social welfare and unemployment benefit...."

The minister learns something about the speaker:

(NOESIS) (NOEMA)

Conservative <----- > Free market philosophy <----- > Unemployment

Person B sees unemployment quite differently:
"The unemployed are the victims of the economic system in which
unequal wealth distribution leads to the owners of capital
exploiting the workers. Taxes should be raised ...."

(NOESIS) (NOEMA)

Socialist <-=---—-- > Class struggle <-==--- > Unemployment

The minister claims to be the only student of the economy who
knows the single root cause of the phenomenon called "inflation".
According to him, the single cause is human greed. Both he and a
professional economist may agree that the phenomenon shows itself
in rising prices of a wide range of goods and services. But the

way they ‘see’ it, the language they use to talk about it, and
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the meaning they impute to its significance may be very
different. Being a philosopher, the minister may accept that what
he says about inflation is true, but that it is true only from
his point of view. His analysis reflects who he is and the

values of self-sacrifice about which he preaches.

An economist may explain the causes of inflation in less
personal, more ‘objective’ terms. 1Inflation is caused by an
excess of demand over supply in the market place. It is a
natural feature of the (dis)equilibrating mechanisms in the
economy. Such a view is taken to be an objective analysis. The
objective analysis takes for granted that self-interest is the
basic driving force behind human conduct. The economist,
however, does not see the need to acknowledge this assumption and
in his or her professional capacity would not be expected to pass
an opinion about the ethics of market forces being allowed to

govern what happens.

The phenomenological approach seeks to discern the different ways
that phenomena may appear and the possibilities of experience
that are revealed by descriptions of the phenomena. As stated
above, the approach concentrates attention on the relationship

between the seer and the seen.

Studying phenomenologically is to learn about subjects from the
way in which they view objects. The point is that when people
see and interpret the world they do so from a particular

experiential reference. What people say about the world tells us



about them as well as the world. Objectified, shared views are
still not "objective". Knowledge is always perspectival.
Economists no less than vicars present a value laden view of the
world. The acceptance of self-interest as a legitimate,
unquestioned morality is hardly value free. Any analysis proceeds
from human values and assumptions. A phenomenological approach

assists in making such assumptions explicit rather than remaining

hidden.

Roethlisberger, in his book The Elusive Phenomena (1977), tells
us that as a teacher of business case studies at Harvard, he had
great difficulty summarising all the ‘facts’ that the students
had pointed at during the case discussions. His problems were
eased dramatically when he realised that what he needed to
summarise was not all the things pointed at, but rather ‘the

pointing fingers’, the points of view, that were being expressed.

Repeated patterns (correlations) between the noesis (way of
experiencing) and the noema are significant and must be actively
probed. 1In sociological studies one seeks the fundamental

structure of experience (intentionality) that gives meaning to

phenomena.

For example, as discussed in the previous chapter,
phenomenologists have tried to analyse how people go about
creating a social reality in their everyday lives. Following
this tradition this thesis will attempt an empirical study of how

people at David and Charles created and maintained their
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distinctive reality through social processes, including
accounting practices. As described in the next chapter, in order
to understand current accounting practices, it was felt necessary
to probe the subjective understandings of participants and

understand how these had developed through common interpretive

schemes and shared meanings.

The general approach deals with the way we take the social world
as an objective reality, ordered and stable. The objectivity,
however, arises out of social praxis. Social facts are not
things, but accomplishments (Garfinkel, 1967). Social order is a

human product and arises out of human activity.

Accountants have long been experts in creating a sense of order
out of chaos. Their view of the world is generally accepted as
‘objective’ and as ‘true and fair’. This is indeed a skilled
accomplishment, yet there are few studies of accounting practice
as a skilled accomplishment in objectifying complex human

processes as part of the social construction of reality.

3.3 THE CONTEXT OF DOING PHENOMENOLOGICAL ACCOUNTING
RESEARCH

It is one thing to get a simplified appreciation of the

phenomenological approach - quite another to extend it to an

investigation of a ‘real’ complex social process such as

accounting practice. There is no proven formula for a a novice

researcher, as Sanders (1982, p.353) points out:
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A precise methodology does not exist for

phenomenological researchers.

The methods used vary according to the particular phenomena being

researched and the thematic attention given to them. There are,

however, commonalities which Sanders (p.354) 1lists:

(1) all methods begin by examining individual conscious
experiences (phenomena); followed by

(ii) an analysis of how meanings develop in the continuing

restructuring process of the consciousness; and

(iii) the individual’s critical reviewing of experience.

For a particular research effort, attention must be focussed on
thephenomenon of interest. Decisions must be made about what, or
rather who, to investigate and how. There are a large variety of
practices that may be labelled ‘accounting’. A useful starting
point is offered by Ijiri (1975, p.6):
Here, by accounting practice we mean not only the way in
which such information is prepared, but also the way in
which such information is used by managers, investors,
creditors and other interested parties. Institutional
systems involved in the preparation and consumption of
accounting information will also be considered a part of

accounting practice.

Ijiri went on to argue that ‘accounting’ is that which allows the
smooth functioning of ‘accountability relationships’.

‘Accounting’ in a broad sense is concerned with both (i) the
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technical procedures devised and used by accountants for
preparing and presenting information, and (ii) how this activity
reflects and partially determines who is accountable to whom and
for what. Roberts and Scapens (1985) have distinguished between
"accounting systems" as a label for the former, and "systems of

accountability"™ to refer to the latter.

In a phenomenological study of ‘accounting’ within a particular
organisational setting, the people talked with will have been
provided with ‘systems’ devised by accountants and other
professionals. Such ‘systems’ consist of a series of
requirements and procedures that are expected to generate
particular outcomes. The ‘systems’ form an integral part of the
pattern of relationships by providing organisational participants

with a sense of discipline in their individual and collective

experience.

But various actors may attach different meanings to the

are
‘systems’ . The meanings(emergent. They arise out of everyday
interactions, and often are multiple and potentially
contradictory. The way in which actors orientate their actions
is the outcome of their interpretations of, or meanings attached
to, the established formal requirements and procedures. Shared
meanings are expressed in a common language and attention to
common-sense meanings expressed in participants’ own words is
important. To understand the actors’ perception of ‘reality’,
the researcher has to try not to impose an outsider’s a priori

categories of relevance, referred to as ‘second-order’ or
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‘second-level’ concepts, which a researcher may uncritically
assume to exist in the data. The first task is to describe and
understand the actor’s ‘first-order, primary, lived concepts’.
From these, Schutz (1962) argues, we may be able to derive second

level constructs and theory which have their basis in common-

sense thinking from which social reality originates.

Chua (1987) has pointed out that the language outsiders use to
talk about organisations is not the same as that used inside
organisations. Outsiders talk of such things as ‘objectives’,
‘performance’, ‘motivation’, and ‘control systems’ but these
terms, used to talk about organisations, may not be commonly used
inside organisations. Inside people talk of specifics not
generalities. 1In approaching a study of ‘accounting’, it may be
unwise to have a firm notion in one’s mind about what

‘accounting’ is. Yet a starting point is needed. A centre of
focus for a practical investigation is needed, as well as some
kind of limit to the understanding one is attempting. Ihde

(1977) demonstrates in diagramatic form what he calls the ‘core’,
the ‘field’ and the ‘horizon’ of a researcher’s attention. The
diagram below is taken from Ihde (1977, p. 15) but has been
adapted. 1In the original version the arrows in the diagram point
towards the "I"™ but in the diagram below their direction has been

reversed since the conceptualisations seem more appropriately to

come from that position.
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Illustration 1: Core - Field - Horizon
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The following diagram depicting an ‘organisational control
system’ is taken from Flamholz (1983, p.155). Flamholz wishes to
portray the study of accounting practice as part of broader
organisational processes. Care must be exercised in viewing such
diagrams. The second-level constructs labelled ‘environment’,
‘culture’, ‘core control system’ do not exist independently of
peoples’ understanding of them. Researchers. as the outsiders,
must take care to avoid the imposition of their own understanding
of these concepts on the people in a particular organisational
setting who may attach no or entirely different meanings to such
terms. It is the participants’ understandings and not those of

the researcher that require description and expression.

- 56 -



Illustration 2: "Organisational Control System"

Organizational environment

Organizational culture

The importance of the diagram is that it does emphasise the need
to envisage ‘accounting control systems’ as part of a broader
field in which they are situated. The object of study is ‘field-
dependent’ and emergent as part of social interaction. The
nature of'the social interaction examined is, unavoidably, a
regulated and systematic arrangement. People working together
are aware of the rules, regulations and ‘systems’ explicitly
formulated to discipline their activities. They are a part of
some collective pursuit of commonly agreed ends, of parts
contributing to wholes. The phenomenological approach is the
means to elucidate that complex process. It may be attempted in

one organisation; or it could be attempted across several in
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order that a comparative analysis of ‘accounting systems’ reveal
further understandings. There are limits to what one researcher
can accomplish. There is in the phenomenological approach no

insistence that ‘representative samples’ be incorporated as a

necessary component of research methodology.

3.4 DESCRIPTION OF AN APPLICATION

An attempt, described below, has been undertaken to study the
development of accounting practices as part of the social life of
a particular organisation as it developed over time. The
concentration on one organisation has the support of Mintzberg
(1979) who argued that an indepth "direct"™ study of one
organisation can produce insights that are not available if the

researcher’s attention is spread across many sites.

The phenomenological description attempted is of accounting
practices as they developed and were used throughout the entire

history of a publishing company - David and Charles Publishers

plc.

Advantages offered at David and Charles were as follows:

(1) Availability and access to historical records.
There was available a unique set of personal descriptions
of the early years of the company; access was allowed to
company documents in the form of minutes of Board

meetings, management reports, consultants’ reports,
accountants’ reports.

(ii) Availability and access to staff.
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The Founder and Chairman was a champion. Not only was he
willing to be interviewed extensively and tape-recorded,
but he made possible my access to all the staff and many
management meetings.

The nature of decision making.

A publisher has to make a constant stream of product
decisions - each one depends on information about the
market, costs, prices, timing, cash flows. Many people
are involved in each decision, so there is a need for
information exchange. Potentially, there is a demand for
accounting type information for routine operations.
Creative people and technocrats have to work together.
There may be a context in which to observe conflict about
objectives, between those whose values are aestetic and
artistic such as authors and editors of books and those
whose values are more easily measureable in terms of
financial outcomes. There were possibilities of
experiencing accounting and accountability relationships

that were dynamic.

The fieldwork had specific aims but the methods used evolved as

needs arose. Simplification of a complex reality is inevitable

but an attempt was made to grapple with the complexity, with the

experience of diverse activities in the group of people with whom

the researcher interacted. 1If an opportunity arose to travel

with a salesman, it was taken. If a formal interview was

possible with tape recorder, it was undertaken. If a more

informal interview occured or a meeting attended then notes were
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written in a diary. Though at times the relevance was not clear,
the ultimate intention was to understand, in as empathetic a way

as possible, the purposive use of accounting procedures.

The three distinct phases undertaken in the research were as

follows:

(1) A longitudinal-processual study of organisational
‘culture’ - to describe and analyse the culture that
developed, and analyse the critical points of change in
cultural leadership. (See Chapter 5 for elucidation of
the terms "culture" and "cultural analysis".)

(ii) A focus on accounting practices and their impact on the
organisational culture - to describe and analyse the
various ways in which accountants’ practices and
interpretations influenced the perceptions of reality and
systems of accountability and interaction.

(iii) An attempt at phenomenological reduction - to describe and
analyse all the variations and possibilities from this
case study and relate to the theoretical understandings

about accounting practice found in the literature.

3.5 SETTING UP THE FIELDWORK

Good luck is often the term given to those times when preparation
meets with opportunity. I had been engaged in preparatory work
for research towards a D. Phil when I met the Chairman of David
and Charles plc (D&C), in 1986. At that time, the company
employed about 200 people and had annual sales of about £10

million, ranking among the top twenty publishing companies in



England. David Thomas (DT) was my landlord during a period I
spent at the University of Exeter. The house we rented had well
stocked bookshelves. Most of the books were published by David’s
company. I therefore knew something about our landlord before I
met him. I had read the booklet published on the company’s
twenty-first birthday (1981) entitled Good Books Come From Devon.
The fact, emphasised in the title of the celebratory booklet,
that this publishing company was not based in London, but in
Devon, was unusual and significant. The booklet provided some
insight into the company and its founder. On the cover was a
picture of the entire staff lined up on Newton Abbot Railway
Station. In front of D&C’s warehouse, "Carriage House", stood
some old railway carriages repainted in D&C’s colours and
carrying the D&C logo. The genesis of the company owed much to

DT’s passion for railways and his desire to preserve memories of

its colourful history.

Before that first meeting was over I had planted the seeds from
which a research effort may grow. We clearly had something in
common. I taught and he practiced the management of business
organisation. When the conversation touched on David and
Charles, DT's face brightened and his mind became sharper. He
was receptive to ideas. The ground was laid for a subsequent

meeting at which we could discuss my interest in his company.

At the subsequent meeting I suggested I write the history of
David and Charles as a series of case studies that may be used

back home as a teaching tool in entrepreneurial management.
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David Thomas was more than encouraging and was ready to be
persuaded. We met several times, each time David gave me more
documents. Within a couple of weeks two brief case studies
covering the launch and early crises of the company were written
(see Appendices I and II). David Thomas was a little surprised
that an academic could relate to his world and describe it in a

way that captured aspects of the reality that he experienced of

those early years.

When I suggested that I spend time at David and Charles for
research purposes, David Thomas was cautious but less so than if
we had not had the opportunity to establish some degree of mutual
understanding and respect. I emphasised an interest in the study
of accounting. There was a spontaneously favourable reaction as
David Thomas launched into his view of accountants and the
difficulties they had caused him. He could write a book on the
subject! David agreed to my having access to the company’s staff
and relevant documents. He suggested I write a proposal and he

would get Chris Cowen, the Associate Director Finance, to be my

contact.

Subsequently, I was allowed access to any staff, to management
meetings, and to any company records and documents that were on
file. I had a desk provided in the accounts department and by
offering to do various tasks that others were too busy to

complete I became an accepted participant in the daily routines.
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It was an opportunistic approach to organising fieldwork. One
which has received some support from Chua (1986) who suggests
that it is not uncommon for research efforts to be based on
opportunism and the taking of constructive advantage of the
chance circumstances which cannot be preplanned. The same
situation appears in some other research contexts such as field

work in social anthropology.

3.6 FIRST PROPOSAL AND MEETING AT D&C

David Thomas had requested a research proposal be written and
that I contact Chris Cowen, the Associate Director Finance, over
it. I felt that the proposal should include some mutual benefit.
I felt I had to offer something, to be viewed as a useful

resource rather than as a potentially unwelcome intruder.

I had suggested to David Thomas that I investigate the use of
accounting information and decision making procedures at D&C. A
more concrete proposal was not easy to frame. I felt that I
needed a definite pretext which would legitimate my presence and
provide an obvious practical reason for interacting with the
people at D&C. One of the practical difficulties of attempting
phenomenological research is to gain access to the people in an
organisation in a way that will not unduly affect the reality
that one wants to study. I proposed an investigation using my
accounting and business systems knowledge. The proposal was
entitled "developing a model for cash forecasting based on book

performance”.
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Such a project would offer the opportunity of entering into
dialogue with accounting, production, editorial, and marketing
people. A more ambitious project that I had discussed previously
with David Thomas was still at the back of my mind. I wanted to
talk about it with Chris Cowen and others as soon as they came to
show interest and trust. 1In the initial, introductory phase I
felt a contribution meaningful to their activities would be
appropriate. The need to legitimate my presence was mine. I
could not come to terms with the idea of arriving at the offices

of a company and conducting research that would have no apparent

use to the organisation.

I was also aware of support for the type of approach that
requires personal involvement from those who favoured ‘action
research’ (Denzin, 1983). A researcher needs to be both immersed
in and a part of the action, while occasionally becoming
distanced and detached for purposes of insight and formulation.

Each does not necessarily detract from the other.

I wrote out a proposal, hastily conceived, with six steps. It is

reproduced below.

D&C Proposal for an investigation

Model for cash forecasting based on book performance

1. Take a sample of books over the last ten years.
2. Discover a "typical" pattern of sales for a D&C book; i.e.
number of copies sold in first six months, first year,

second year
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3. Pick out "poor performers". Trace the decision process
and compare forecasts on which publication was justified
with actual sales. Investigate reasons for difference.
What proportion of books fall into this category? How
quickly can the "poor performer” be identifed from sales
below forecast?

4. Pick out "good performers". What proportion of books fall
into this category? What are the distinguishing features
of books in this category?

5. Set up model of expected performance - flexible after
first years results for each book.

6. Integrate into cash forecasts: a model that can be
adjusted for
* general buoyancy in the market

* particular book performance.

The end result would be a forecasting model which could be
flexible and easily adjusted according to early indications of
individual book performances. It was typical of the approach of
a system’s person who viewed the problem from the perspective of
a ready made solution. One did not need an intimate knowledge of
social interactions, merely a quantified model based on past

product performance.

I went to the D&C offices for a preliminary discussion with Chris
Cowen. Chris did not dismiss my proposal out of hand, but he
suggested the proposal be amended. It did touch on some of the

points at the heart of their concerns, but needed to focus on the
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stage of development of their administrative procedures. He
explained that new approaches and structures were being developed
and it would be useful to have an objective view of the changes
that were being made. It was an opportune time for me to see
change in structure and decision procedures. The aim of the
changes being introduced was to have a ‘market led’ rather than

‘production based’ decision process.

The problem as he saw it was that the editorial staff had always
been supported, cushioned, surrounded by others and had never
been held responsible for commercial success. There had been no
formalised monitoring of performance, no specific targets, no

accountability.

Since editorial staff had never been held responsible or
accountable for the commercial success of the books that were
published, they never jumped up and down when production or sales

delayed printing or failed to promote books.

They relied on DT to initiate the majority of new titles and to
push them through the production and sales process. Editors
would wait for manuscripts to land on their desks. They did not

go out to search for and initiate new titles.

Over the last six months, Chris explained, changes had been
introduced to decision making. Before, there had been a
triumvirate consisting of the Chairman and two associate

directors, Nigel Hollis and David Porteous. These three took all
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major publishing decisions at a "Commitment Meeting". Decisions
to publish and quantities to produce were made on the basis of

hunches, guesswork, gut feelings. There was no tracking of

performance.

The aim of the changes recently introduced was to ge£ the
decisions delegated, or spread to those in close contact with the
market place. Decisions at the "Commitment Meeting" should
merely rubber stamp decisions arrived at in "pre-commitment
meetings" between editorial, production and sales people. All
the detailed preparatory work, including market research, should
be carried out before any decision about commitment to

publication were made by directors.

Chris’s explanations were to allow me to appreciate that a new
‘finance model’ had been developed as part of the change in the
organisational arrangements and interaction. Through this means,
notions of accountability and responsibility would hopefully be
introduced. Records of forecasts, decisions and outcomes would

be maintained for individual books.

It seemed that Chris had the answers already worked out. Why
would he be interested in an opinion from me? Apparently, David
Thomas had reservations about the suggested changes. When Chris
had suggested these redistributions of responsibility for
decision making and accountability, the Chairman had not been
totally convinced that they offered a solution to the problems he

identified in the organisation.
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Reflecting later on the conversation I had had with Chris, and
with the benefit of knowledge gained through many conversations
with others, I came to realise that Chris’s proposed solution
(the ‘finance model’) to the problems he identified would involve
complex social changes that some people, including DT, were
unable to accept willingly. I sensed at the time that the new
arrangements being proposed were not entirely the result of
Chris’s ideas. Through subsequent discussions and reflection I
found that everyone, including DT, had contributed to them. I
felt I had to understand how the social relationships had evolved
before I could appreciate the significance of what was being
proposed. Reflecting on the experience of the early conver-
sations with DT and Chris Cowen, I became convinced that I needed
to study the history of the company from the beginning in order

to come to terms with the current position and state of affairs.

I subsequently learnt that the whole operation had grown out of
DT’'s drive to offer the world something different, something non-
standard, something personalised and something not dictated by
the herd instinct which he felt resulted in standardisation and
mediocrity. At the time of beginning my investigation, I was
ignorant of the antecedents which had led to the situation I
entered. I had to act in a way that would allow me to uncover
them. My initial response was to devise a second proposal for

Chris to consider.
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3.7 THE SECOND PROPOSAL

Between my first and second proposals I had had time to reflect
on what Chris had said and time to have read Roberts and Scapens’
article entitled "Accounting systems and systems of
accountability - understanding accounting practices in their
organisational contexts™ (1985). Influenced by both experiences,
the second proposal placed more emphasis on interpersonal

relationships. It is reproduced below.

Proposal For Investigation

1. Objective:
Review the system of accountability at D&C, and the role
of the accounting system in determining or reflecting
accountability relationships.

2. Research questions:

Who is responsible - who takes what decisions?

How are people held responsible - accountable?

What is the role of the accounting system?

* by design?

* in actual use?

How has the present system of accountability developed?
* How may it change in the future?

3. Research approach:

* Observe present formal reporting and decision making
procedures (what data collection and reporting take

place)
* Discuss the procedures and use of them with

- accounting staff
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- production staff
- editorial staff
- marketing staff
- sales staff
- senior staff (and observe at formal management
meetings)
* Describe the different conceptions of accountability

held by different groups in the organisation.

4. Research report:

* Describe actual use of accounting system in system of
accountability
* Suggest ways in which the accounting system may support

peoples’ need to be accountable

3.8 CONTINUING AND INTENSIFYING FIELDWORK

On my second visit to D&C a week after the first, I was to be
taken into the accounting department. I felt as nervous as I had
on my first day at work some twenty years before. Chris Cowen,
was busy and I had to wait for a very long ten minutes. Finally
Alan Stanbury, Assistant Company Secretary, fetched me. Chris

Cowen was still engaged in a meeting.

I was led along a narrow corridor. Through a door on the right
was Carriage House, the warehouse and despatch centre which had
once housed the steam engines of the Dartmouth Valley Railway.

On the left were the newer buildings erected at various times as
money and necessity dictated which collectively were named Brunel

House. The accounting department occupied offices at the far
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end, just before the mainframe computer installation. There was
an open office with semi-partitions of filing cabinets. The
accounting staff, typical of all accounting staffs I have
encountered, did not seem to notice a stranger had arrived.
Heads down they continued with their busy paper work and no
introductions were made. Chris had an office in the corner,
partitioned off from the open space, though hardly private as the
upper half of the wall was of glass. The design was meant to
allow a senior person privacy while at the same time allowing
constant surveillance of the staff. Some have said that an
accounting system performs the same sort of function (e.g.,

Mouritsen J., 1987).

When Chris returned from his meeting, we went into his office. I
explained that I had revised my original proposal and presented
him with the second version. I could see as he read it that he
preferred the first. He looked slightly puzzled. He said that
if I had presented this proposal at the first meeting he would
have wondered what on earth I was on about. He suggested that as
far as the others in D&C were concerned we should stick with the
earlier, more practical project. He seemed now to think my first

proposal was "a good marketing or selling device".

I felt I had perhaps overinterpreted what Chris had said about my
first proposal. His comments had been taken to contain more than
was said. Perhaps what he had said was that he did not want an
outsider coming in with a different set of forecasting and cash

budgeting procedures to the ones in which he had already invested
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much of his time. It might be better to direct my attention to
concentrating and giving constructive comment on his procedures,
rather than come up with something that might threaten them. I
got the definite impression that I could not have gained entry on
the basis of my second proposal. It was not "functional" enough.
My original thinking had been correct when I drew up a systems
proposal as a means of facilitating my access, even if my
intention had been an attempt at the second, less tangible
objective. Now I was assigned to his care for weeks, possibly
months, it crossed both of our minds that we had to find ways of
ensuring that the use of my time and energies would not interfere
with his purposes. More generally, I began to conclude that the
problem had to be faced about what to do with my time so it did

not interfere with everybody else’s.

I suggested that I should study the sort of reports that were
produced at the present time. Chris agreed and apologised
because one of them, a newly introduced review of financial
performance of individual titles, had not been completed yet

because the person who was to do it was off sick.

Happy coincidence! I suggested that I could be of some help if
he showed me how to complete the forms. I could feel useful. I
had a function. My presence was legitimised at least while these
forms were being completed. Chris agreed it would be useful and
also explained that it would provide an opportunity for me to go
to people in accounting, production, editorial, and sales and ask

questions. He justified it in terms of my project. I had



justified it in terms of his. Chris explained that the purpose
of this form was to record and compare the projections used to
justify publication with the actual results. The ‘finance model’
attempted to measure the performance of a book at various points
in its life - after three months, six months, a year. One could
see, if one accepted the figures as appropriate approximations,
how the expected contribution compared with the actual
contribution to the firm’s prosperity. Chris’s idea was to
convince the editorial staff that such a procedure for tracking

performance was an essential tool for them to use in their jobs.

The editors I later spoke with had not come to terms with this
viewpoint. The organisation they worked for they felt did not do
things that way. It never had and it was difficult to see why it
should in the future. Editors were editors. They were experts
in book design and production, in the judging of the content,
size and quality necessary to make a good book. DT, they
thought, understood this point of view. He did. He also
understood Chris’s. Both seemed to be right. The tension
between the rational economic and the creative human capacity had

for many years been part of his life.

The following chapters attempt to capture parts of that tension.

3.9 APPROACH TO PRESENTATION OF FIELDWORK
The next chapter gives some ‘objective’ histories of David and
Charles written by firms of professional accountants. Also are

provided some background on the industry, and on the relative
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size and financial performance of David and Charles and on

developments in the industry generally.

A more detailed interpretive history follows. The method of
presentation of this history is described below, beginning with

an emphasis on the ‘cultural’ leaders.

To understand accounting and accountability at D&C it is
necessary to understand the dominating influence of David Thomas,
the founder and chairman of the company. There was a brief
period in the mid-1970s when his influence was removed. He was
then displaced as Chief Executive by Eric Spencer who set about
transforming the information systems and management style. David

Thomas regained a dominant position, but in a changed structure.

Pettigrew (1979, pp.570-1) illustrates how such points of
leadership succession can be used to form episodes of social
drama in a longitudinal-processual study of organisational
cultures. Other significant points of structural change,

identified by participants as critical events, may also be taken

up. This enquiry usefully identifies distinct social dramas as a
means of bringing order and sequence to the presentation of an
otherwise massive volume of data. Such a technique has been
followed here. The major dramas that the participants in the
company and I, the researcher, have identified are shown in the

figure below.
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Figure 1: Social Dramas And Episodes At D&C

Establishing a culture

- Birth and partnership (1960)

- Charles is removed(1964)

- Hambros Bank buys equity (1970)
- Readers Union acquired (1971)

- The Accountants Report (1973)

Ignoring the culture - management by accountants

- Hambros intervention (1974)
(replacing David Thomas with Eric Spencer)

- Managing with accountants

Reinstating the cultural leader

DT regains control (1976)

Developing organisation

Acquisition of Nationwide (1984)
- Agreement to sell to Readers Union (1985)

(the end is nigh)

Searching for a new culture

- Now and what next (1987)

(rediscovering self)

Using the separate episodes that occurred within the distintive

points of change that participants themselves spoke of or come to

recognise from my analysis of events allows the opportunity to
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study continuous processes, in this case accounting systems, as
they emerged and were transformed in social interaction. Here

accounting events, which, inevitably, involve other people as

well as accountants.

Schein (1985) has provided tools for analysing the underlying
cultural assumptions. The approach he advocates requires a
cooperative effort between insiders and an outsider (researcher).
A researcher, co-operating with insiders, tries to uncover the
assumptions which provide a way of seeing and interpreting
situations. Prior to the arrival of the researcher the insiders
engaged in interpretations of events. The arrival of the
researcher and awareness of his unique purpose may have affected
the established processes of interpretation occuring prior to
that advent. Whether the processes were enhanced, diminished or
altered in some other way cannot be ascertained. In the event as
described above, I attempted to be useful to those with whom I
had to engage as a researcher, to be sensitive to their
situations and interpretations and to indicate from the start the
purpose of my project. Their organisation had taken on a quality
of its own that I was anxious to learn about. I hoped to create
among all insiders an understanding of what I wanted to achieve.
Judging by their friendly disposition and openness in the way
they expressed their thoughts to me, I can only conclude the
interpretations that emerged, and that form the substance of this
thesis, do provide something faithful to the experiences and the
intentions of those who worked in and for David and Charles over

a period of nearly thirty years.
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Distinct but unequal periods are used to present the reported
interpretations. There was available a history of David and
Charles up till 1973 written by a firm of accountants in
preparation for a public issue of shares. This history, and the
unfortunate, unintended repercussions that followed on from its
preparation, form the first period used for presentation. The
period of leadership under Eric Spencer forms the second. Though
relatively brief, it was in this period that accounting
information and reports were used in the transforming of the
company and were used more extensively in the running of it. The
last two sections cover the remaining years including the time
the researcher spent in collecting evidence from within David and

Charles.

I returned to New Zealand in 1987, but maintained contact with
David Thomas who visited us in May 1989. I again met up with him
in September 1989 while I was on leave in England. Much time has
been taken in drafting, analysing and reviewing the overall
interpretation of events. The nexg chapter gives an indication
of the different ways in which ‘factual’ information may be
presented, prior to the more detailed ‘cultural’ analysis in

chapters five to nine.
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CHAPTER 4

SETS OF APPEARANCES - HOW WE OBJECTIFY

REALITY

4.1 OBJECTIFYING THE REALITY OF ORGANISATIONS

Reified descriptions of ‘organisations’ appear in all kinds of
publicly available documents - legal documents, accountants’
reports, newspaper articles and in academic research papers. In
law, a company is a separate legal entity existing in its own
right independently of its owners or managers. The legalistic
conception is the basis for accounting principles, procedures and
reports. In accounting texts companies are commodities that can
be valued and the ownership of which can be bought and sold. The
use of accounting procedures and information inside organisations
reinforces the view that there is an entity with goals and
objectives which may be separate from those of the people who
manage and work in it. This legalistic view is essential for the

practice of a market economy.

Yet our experience of organisations, including legally
constituted companies, is that they are more than economic
commodities. People work in them and endow them with cultural
values. People have emotional and symbolic attachment to the
places where they work. A personal embarrassing experience

taught me something of the strength of feeling people have for
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their businesses. For some years I was employed as a project
officer responsible for conducting inter-firm comparisons for
members of trade associations in New Zealand. The comparisons
were of economic performance reflected in accounting statements
of income and assets. At a seminar to discuss the results of one
trade association one year I said that the average return on
assets was so poor that most of the industry participants would
be better off selling their firms and putting their money in the
Post Office. The reaction was more hostile than I could possibly
have imagined. What I said was intentionally provocative, to
dramatise the point that economic performance could be improved.
But the people took offence at the suggestion that they were in
business just to make money. No, it was their way of life. What
could they do with their lives if they sold their businesses?
They were all in favour of finding ways to improve economic
performance but to suggest that that was their sole or indeed

primary objective was insulting.

Accountants, like policemen, tend to see only one aspect of life,
and there is a danger of becoming blind to the richness of human
life. By concentrating attention on the measurable economic
aspects of organisations, accountants may be encouraging the
perpetuation of an unbalanced, one-sided view of organisational
life. They are often commissioned to give intentionally factual
reports on organisations, but their descriptions must be partial.
In this chapter I present:

(1) a series of ‘factual’ descriptions written by accountants

of the company named David and Charles,
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(ii) some interpretive comments on their form and content,
(iii) quantitative (comparative statistical), and
(iv) qualitative descriptions of some of the other

participants in the publishing industry.

The reason for this chapter is, first, to indicate that our
understanding may be helped by impersonal ‘factual’ descriptions,
but also to emphasise that what we usually take to be impersonal
and factual descriptions are nontheless fictional; the histories
are always constructed by the author(s). The ‘objective’
descriptions are rather ‘objectified’ (made available to common
sense through certain accepted procedures). The intention and

ability of accountants to be ‘objective’ are by no means taken

for granted.

4.2 DAVID AND CHARLES - DESCRIPTIONS OF HISTORY AND BACKGROUND
As indicated in the previous section, a company has a legal
status independent of the people who form the entity and act in
its name. This apparently obvious fact causes a difficulty which
is not so obvious until one attempts to write a history of the
company. The personalities who form and develop the culture
which characterises a ‘company’ must somehow be distinguished
from the company, an entity which has a separate legal existence.
The accountants’ descriptions reproduced below cannot avoid
reference to the dominant personalities involved, but the
references themselves are presented as unproblematical ‘facts’.

Facts and opinion become almost inseparable.

.
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The first ‘history’ is taken from a prospectus issued by the
Guidehouse Group Plc in 1985. Until 1985, the company named
David and Charles was a private company. Initially registered
with an issued share capital of £100 divided into a hundred
shares of £1 each, the company remained a private company for
twenty years despite a dramatic increase in size and <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>