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‘Although accounting practice and research has evolved considerably, a serious and
comprehensive collection on qualitative theories and methods is undoubtedly overdue.
This volume definitively fills the void, as a thoughtful compendium of major issues
confronting the discipline and its knowledge base. Academics have long lamented the need
for a volume for teaching and learning the range of topics oftered in this compilation:
interpretive research, critical inquiry, ethnography, case study, fieldwork, and many others.
Seasoned researchers and emerging scholars alike will be grateful for many years to
come, as the editors and authors — internationally recognized innovators — have crafted
indispensable works. An assemblage of insightful and pioneering work, the book provides
a copious dividend, making our long wait worthy.’

— Professor Cheryl R. Lehman, Hofstra University, USA

‘The first comprehensive account of all you need to know about being in the world
of qualitative accounting research. The power of this book lies in its scope, covering
everything from abstract “worldviews” (or paradigms) to lived experience in the form of
“how to do it” tips from the coalface. All presented in the lively, engaging and very readable
writing style we would expect from these four editors. A “must-read” qualitative methods
book for researchers and students alike.’

— Professor Sue Llewellyn, Alliance Manchester Business School, UK

‘World-leading experts, important topics, wise advice and authentic reflections. This book

has all the ingredients for an essential guide on qualitative accounting research. I will be

keeping this one close to my desk and I'll be encouraging my students to do the same.’
— Professor Deryl Northeott, Auckland University of Technology, New Zealand

‘This wide-ranging book is an essential reference point for PhDs and young scholars
seeking to navigate the range of qualitative research methods applicable to the study of
accounting. The combination of excellent guidance on a variety of methods with personal
reflections from researchers is especially engaging. It is also a timely text that deserves
to be influential as qualitative research in accounting secures increasing prominence
internationally.’
— Professor Brendan O’Duwyer, Alliance Manchester Business School, UK and
University of Amsterdam Business School, the Netherlands
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Selecting from the wide range of research methodologies remains a dilemma for all scholars,
not least those looking to study the world of accounting. Both established and emerging
research methods are frequently advocated, creating a challengingly broad range of choices.
Covering a selection of qualitative methodological issues, research strategies and methods,
this comprehensive compilation provides an essential guide to the choice and execution of
qualitative research approaches in this field. The contributions are grouped into four sections:

*  Worldviews and paradigms

*  Methodologies and strategies

e Data collection and analysis

*  Experiencing qualitative field research: personal reflections

Edited by leading scholars, with contributions from experts and rising stars, this volume
will be essential reading for anyone wanting to undertake research in the qualitative
accounting field.
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Australia.

Lee D. Parker is Distinguished Professor of Accounting at RMIT University, Melbourne,
Australia and Research Professor of Accounting at theUniversity of Glasgow, UK.

Mark A. Covaleski is the Robert Beyer Professor of Managerial Accounting and Control at
the Wisconsin School of Business at the University of Wisconsin-Madison, USA.

Kathryn Haynes is Professor of Accounting and Dean of the Faculty of Business, Law and
Politics at the University of Hull, UK.



Routledge Companions in Business, Management and Accounting

Routledge Companions in Business, Management and Accounting are prestige reference works
providing an overview of a whole subject area or sub-discipline. These books survey the state of
the discipline including emerging and cutting edge areas. Providing a comprehensive, up-to-date,
definitive work of reference, Routledge Companions can be cited as an authoritative source on the
subject.

A key aspect of these Routledge Companions is their international scope and relevance. Edited
by an array of highly regarded scholars, these volumes also benefit from teams of contributors which
reflect an international range of perspectives.

Individually, Routledge Companions in Business, Management and Accounting provide an
impactful one-stop-shop resource for each theme covered. Collectively, they representacomprehensive
learning and research resource for researchers, postgraduate students and practitioners.

Published titles in this series include:

The Routledge Companion to Strategic Risk Management
Edited by Torben J. Andersen

The Routledge Companion to Philanthropy
Edited by Tobias Jung, Susan Phillips and Jenny Harrow

The Routledge Companion to Marketing History
Edited by D. G. Brian Jones and Mark Tadajewski

The Routledge Companion to Reinventing Management Education
Edited by Chris Steyaert, Timon Beyes and Martin Parker

The Routledge Companion to the Professions and Professionalism
Edited by Mike Dent, Ivy Bourgeault, Jean-Louis Denis and Ellen Kuhlmann

The Routledge Companion to Contemporary Brand Management
Edited by Francesca Dall’Olmo Riley, Jaywant Singh and Charles Blankson

The Routledge Companion to Banking Regulation and Reform
Edited by Ismail Ertiirk and Daniela Gabor

The Routledge Companion to the Makers of Modern Entrepreneurship
Edited by David B. Audretsch and Erik E. Lehmann

The Routledge Companion to Business History
Edited by Abe de Jong, Steven Toms, John Wilson and Emily Buchnea

The Routledge Companion to Qualitative Accounting Research Methods
Edited by Zahirul Hoque, Lee D. Parker, Mark A. Covaleski and Kathryn Haynes

The Routledge Companion to Accounting and Risk
Edited by Margaret Woods and Philip Linsley



The Routledge Companion
to Qualitative Accounting
Research Methods

Edited by Zahirul Hoque, Lee D. Parker,
Mark A. Covaleski and Kathryn Haynes

=

€ J Routledge
-1 Taylor & Francis Group
LONDON AND NEW YORK



First published 2017
by Routledge
2 Park Square, Milton Park, Abingdon, Oxon OX14 4RN

and by Routledge
711 Third Avenue, New York, NY 10017

Routledge is an imprint of the Taylor & Francis Group, an informa business

© 2017 selection and editorial matter, Zahirul Hoque, Lee D.
Parker, Mark A. Covaleski and Kathryn Haynes; individual
chapters, the contributors

The right of Zahirul Hoque, Lee D. Parker, Mark A. Covaleski
and Kathryn Haynes to be identified as the authors of the editorial
material, and of the authors for their individual chapters, has been
asserted in accordance with sections 77 and 78 of the Copyright,
Designs and Patents Act 1988.

All rights reserved. No part of this book may be reprinted
or reproduced or utilized in any form or by any electronic,
mechanical, or other means, now known or hereafter invented,
including photocopying and recording, or in any information
storage or retrieval system, without permission in writing from the
publishers.

Trademark notice: Product or corporate names may be trademarks
or registered trademarks, and are used only for identification and
explanation without intent to infringe.

British Library Cataloguing in Publication Data
A catalogue record for this book is available from the British Library

Library of Congress Cataloging in Publication Data

Library of Congress Cataloging-in-Publication Data

Names: Hoque, Zahirul, editor. | Parker, Lee D. (Lee David),
editor. | Kovaleski, Mark A., editor.

Title: The Routledge companion to qualitative accounting research
methods / edited by Zahirul Hoque, Lee D. Parker, Mark A.
Kovaleski and Kathryn Haynes.

Other titles: Companion to qualitative accounting research
methods

Description: 1 Edition. | New York : Routledge, 2017. |

Series: Routledge companions in business, management and
accounting | Includes bibliographical references and index
Identifiers: LCCN 2016044969 | ISBN 9781138939677 (hardback)
| ISBN 9781315674797 (ebook)Subjects: LCSH: Accounting--
Research--Methodology. | Qualitative research.

Classification: LCC HF5630 .R698 2017 | DDC 657.072/1--dc23
LC record available at https:/lccn.loc.gov/2016044969

ISBN: 978-1-138-93967-7 (hbk)
ISBN: 978-1-315-67479-7 (cbk)

Typeset in Bembo
by HWA Text and Data Management, London


https://lccn.loc.gov/2016044969

Mark Covaleski wishes to dedicate his effort in the writing of this
book to his wife, Martha, and his three sons — Paul, Nicholas and
Aaron - in recognition of their love and support throughout his
career. Lee Parker dedicates this volume to his wife Gloria, whose
ongoing support has been critical to this volume and to Lee’s
global research activities. Kathryn Haynes dedicates this book to
her daughters, Eleanor, Florence and Rosie, and her husband Alan
Murray, whose unwavering love and support has meant so much to
her. Zahirul Hoque gratefully dedicates this volume to Professor
Trevor Hopper for his endless support as a PhD supervisor, men-
tor and friend; and to his wife, Shirin, for her encouragement and
support in producing this book.



Taylor & Francis
Taylor &Francis Group

http://taylorandfrancis.com


http://taylorandfrancis.com

Contents

List of figures xii
List of tables Xii
Notes on editors xiv
Notes on contributors xvi
Acknowledgements Xxii

PART |
Introduction 1
1 Researching everyday accounting practice: epistemological debate 3

Mark A. Covaleski, Kathryn Haynes, Zahirul Hoque and Lee D. Parker

PART Il
Worldviews and paradigms 15

2 Social constructionist research in accounting: a reflection on the
accounting profession 17
Mark A. Covaleski, Mark W. Dirsmith and Sajay Samuel

3 Interpretive research in accounting: past, present and future 36
Kari Lukka and Sven Modell

4 Critical studies in accounting: researching the exercise of power 55
Marcia Annisette and Christine Cooper



Contents

5 Historiography in accounting research 71
Garry D. Carnegie and Christopher J. Napier

6 Grounded theory approach to accounting studies: overview of principles,

assumptions and methods 91
Andrew Goddard
7 Visual methodologies for accounting and accountability 112

Jane Davison and Samantha Warren

8 Appreciative inquiry for accounting research 129
Zahirul Hoque
PART lII
Methodologies and strategies 145

9 Ethnography, ethnomethodology and anthropology studies in accounting 147
Colin Dey

10 Case studies in accounting research 163
Bill Lee and Christopher Humphrey

11 An emergence of narrative approaches in social sciences and in
accounting research 184
Barbara Czarniawska

12 Oral History 200
Theresa Hammond

13 Autoethnography in accounting research 215
Kathryn Haynes

14 Action research in accounting 231

Timothy J. Fogarty

15 Discourse analysis in accounting research 250
Rihab Khalifa and Habib Mahama

16 An introduction to interventionist research in accounting 265
John Dumay and Vicki Baard

17 Reflexivity in accounting research 284
Kathryn Haynes



Contents

PART IV
Data collection and analysis 299
18 Mixed methods for understanding accounting issues 301

Basil Ticker and Zahirul Hoque

19 Field interviews: process and analysis 321
Habib Mahama and Rihab Khalifa

20 Participant observation at the coalface 339
Lee D. Parker

21 Content analysis 354
David Campbell
22 Focus group discussions 372

Elizabeth Gammie, Susan Hamilton and Valerie Gilchrist

23 Analysing and interpreting qualitative data in management accounting
research 387
Mark A. Covaleski, Mark W, Dirsmith and Sajay Samuel

24 Qualitative data management and analysis software 405
Fiona Anderson-Gough, Carla Edgley and Nina Sharma

25 Credibility and authenticity in qualitative accounting research 432
Martin Messner, Jodie Moll and Torkel Stromsten

PART V

Experiencing qualitative field research: personal reflections 445

26 A case study research project: personal reflections 447
Sophia Ji

27 Etics, emics and ethnomethodology in accounting research 463

Vassili Joannidés de Lautour

28 Ethical considerations in qualitative research: personal experiences from
the field 483
Esin Ozdil, Chaturika Seneviratne and Xuan Thuy Mai

29 Conducting oral history research: reflections from the field 502
Kathie Ross

Index 520

xi



Figures

6.1 Code matrix 96
6.2 Paradigm model 97
16.1 Strengths of intervention through level of change 270
16.2  Strength of intervention from focal point within an organization 271
16.3 Triangulating data into findings 278
18.1 Conceptualising the relationshp between Method and Methodology 307
19.1 Triptych of Literature Review—Theoretical Framework—Research Domain 326
19.2  Evaluating the substantive significance of findings and interpretations 337
26.1 Data analysis procedures 458
27.1 Identifying categories 473

272 Analysis template 478

Xii



Tables

8.1
16.1
18.1
18.2

18.3

18.4

18.5

19.1
19.2
221
241
242
243
24.4
27.1
272
273
27.4
29.1

Epistemologies/strategies in an Al study

An example of applying theory during interventionist research
Various ways in which mixed methods research has been defined

A summary of differences between positivist and interpretivist
methodologies

Mixed methods studies: dominant quantitative methods/interpretivist
methodologies

Mixed methods studies: dominant qualitative methods/positivist
methodologies

Typologies of research designs in terms of the chronology and dominance
of research methods

Categories of interview questions

Code types and applications

Research methods used

Common tasks of analysis supported by CAQDAS packages

Papers mentioning CAQDAS use during 2013-2015 by four journals
Reviewers’ comments

Pros and cons of CAQDAS usage — personal reflections

The ethnic insider/outsider debate in practice

Faith and Action analytical account

Witness and Collection analytical account

Faith and Donation analytical account

Participants

141
277
303

305

309

310

312
329
335
375
409
416
420
421
471
476
476
477
508

xiii



Editors

Zahirul Hoque PhD (Manchester), FCPA, FCMA is a Professor of Management Accounting/
Public Sector and Executive Director of the Centre for Public Sector Governance,
Accountability and Performance in the La Trobe Business School at La Trobe University,
Melbourne, Australia. He has held positions at Deakin University; Charles Darwin
University; Griffith University; Victoria University of Wellington; Dhaka University in
Bangladesh; Nanyang Technological University in Singapore; American International
University-Bangladesh; Babson College, USA; King Fahd University of Petroleum and
Minerals, Saudi Arabia; University of Malaya, Malaysia and Sunway University, Malaysia.
He is the Founding Editor-in-Chiet of the Journal of Accounting and Organizational Change.
His research interests include management accounting and performance management,
public sector accounting and management, accounting in developing economies, NGOs and
non-profits accounting, accountability and performance, and interdisciplinary research on
management control systems.

Lee D. Parker is RMIT Distinguished Professor of Accounting in the School of Accounting
at RMIT University, Melbourne, Australia and Research Professor of Accounting at Glasgow
University, Scotland. He has held academic posts in the Universities of Glasgow, Dundee,
Monash, Griffith, Flinders, Adelaide, South Australia, St Andrews, and London (Royal
Holloway) as well as visiting professorships in the USA, UK, Australasia, Asia and the
Middle East. His research has been published in over 200 articles and books on management
and accounting. He is joint founding editor of the ISI-listed interdisciplinary research
journal Accounting, Auditing and Accountability Journal and serves on over twenty journal
editorial boards internationally. His academic leadership roles have included President of
the Academy of Accounting Historians (USA), the American Accounting Association Public
Interest section and Vice-President International of the American Accounting Association.
His profession roles have included President — CPA Australia SA Division and Deputy Board
Chair — Australian Institute of Management, South Australia. Professor Parker is a specialist
qualitative, interdisciplinary researcher in: Strategic Management and Corporate Governance;

Xiv



Notes on editors

Accounting and Management History; Social and Environmental Accountability; Public/
Non-profit Sector; and Qualitative and Historical Research Methodology.

Mark A. Covaleski is the Robert Beyer Professor of Managerial Accounting and Control
in the Wisconsin School of Business at the University of Wisconsin-Madison. Dr
Covaleski’s research pertains to the use of accounting information for planning and
control in organizations and society. His teaching is primarily in the area of strategic cost
management, managerial accounting, and health care financial management. He teaches at
the undergraduate, graduate, and executive levels in the business school, and at the graduate
and executive levels in UW-Madison’s School of Medicine and Public Health.

Kathryn Haynes is Professor of Accounting and Dean of the Faculty of Business, Law and
Politics at the University of Hull, UK. Kathryn’s research has been widely published in
accounting and management journals and broadly relates to the role of accounting in society,
with a particular interest in sustainability, accountability and social responsibility. Her work
also addresses issues of gender and diversity; identity and its relationship with gender; the
body and embodiment within organizations; the juxtaposition of professional and personal
identities; and the conduct of the professions and professional services firms. Her research
has been funded by the UK Economic and Social Research Council (ESRC) and she is
currently Principal Investigator on a project addressing the role of Business Schools in
relation to the 2015 Sustainable Development Goals.

XV



Contributors

Fiona Anderson-Gough is a Principal Teaching Fellow in the Accounting Group of
Warwick Business School, UK. She has published widely on the accountancy profession
using qualitative methodology and used The Ethnograph for many years before CAQDAS
developed significantly. Based on that experience she wrote ‘Using Computer Assisted
Qualitative Data Analysis Software: Respecting Voices within Data Management and
Analysis’, which appears in Christopher Humphrey and Bill Lee (eds) 2004 The Real Life
Guide to Accounting Research, Elsevier Press.

Marcia Annisette isan Associate Professor and the Executive Director Student Services and
International Relations at Schulich School of Business, York University, Toronto, Canada.
She is co-editor of Critical Perspectives on Accounting. Marcia’s research interests include
accounting history, the social organization of accountancy, and globalization. She holds a
PhD from the University of Manchester, an MSc from the University of Manchester, and
is a2 Member and Fellow of the Association of Chartered Certified Accountants. Marcia is
on many editorial boards including Accounting, Organizations and Society, Accounting, Auditing
and Accountability Journal, Accounting Forum, and Journal of Accounting and Organizational Change.

Vicki Baard is a Senior Lecturer in Accounting at Macquarie University, Sydney, Australia.
Dr Baard has held senior managerial roles in banking and entertainment organizations, as
well as other related global service organizations. Dr Baard is a qualitative and quantitative
interdisciplinary researcher, in management control systems, capacity management, teams,
service organization accounting, and interventionist research. She is the Editor of Scholaris, a
student-focused research journal, and an Associate Editor (Management Accounting) for the
Australasian Accounting, Business and Finance Journal (AABFJ).

David Campbell is a Professor of Accounting and Corporate Governance at the University
of Newcastle in the UK. In addition, he is also an adjunct professor at the MDI in New
Delhi, India, and recently was visiting professor in accounting at the University of Sydney
in Australia. His research is concerned with voluntary reporting, accounting for social and

XVi



Notes on contributors

environmental impacts, and a number of issues in business ethics. He is also the examiner
for an ACCA professional paper and a member of several journal editorial boards in the
fields of accounting and business ethics.

Garry D. Carnegie is a Professor of Accounting and Head, School of Accounting at RMIT
University, Melbourne, Australia. Prior to joining academe, Professor Carnegie gained
experience in the I'T industry, professional accounting services and in the financial services
industry. His published research appears in books and monographs and also in articles in
respected journals in the fields of accounting, accounting history, archacology, companies
and securities law, economic history, librarianship, museum management and public
administration. He has been the editor (1996-2007) and is now joint editor (since 2008) of
Accounting History.

Christine Cooper is a Professor of Accounting at Strathclyde University, Glasgow,
Scotland. She is co-editor of Critical Perspectives on Accounting. Her research is concerned
with the economic, political and social impact of accounting on our everyday lives. She
holds a PhD from the University of Strathclyde and an MSc from the London School of
Economics. Christine is on many editorial boards including Accounting, Organizations and
Society, Accounting, Auditing and Accountability Journal, and Accounting Forum.

Barbara Czarniawska holds a Chair in Management Studies at GRI, School of Business,
Economics and Law at University of Gothenburg, Sweden. She takes a feminist and
processual perspective on organizing, recently exploring connections between popular
culture and practice of management, and the organization of the news production. She is
interested in techniques of fieldwork and in the application of narratology to organization
studies. Recent books in English: Social Science Research From Field to Desk (2014) and Coping
with Excess (ed. with Orvar Lofgren, 2013).

Jane Davison is Professor of Accounting at Royal Holloway, University of London, UK. She
is a chartered accountant with academic expertise in the fine arts. She is widely published in
major international journals, co-editor of several journal special issues on the visual, an associate
editor of Accounting and Business Research_Journal, co-founder of the inVisio research network,
and an associate director of the Bangor Centre for Impression Management in Accounting,.

Colin Dey is Senior Lecturer in Accounting at the University of Stirling, Scotland. Over the
past twenty years, he has investigated the social and environmental impacts of organizations,
and the means by which they account for and communicate those impacts. He undertook one
of the first critical ethnographic studies in the area of corporate social responsibility, which
also involved developing the first systematic social account produced by a UK plec. He has also
worked in conjunction with the Prince’s Accounting for Sustainability charity to explore the
development of integrated reporting, and more recently he has examined the role of accounting
in conflicts between corporations and activists in areas such as tobacco control and biodiversity.

Mark W. Dirsmith is the Deloitte & Touche Professor Emeritus of Accounting at the Penn
State Smeal College of Business, Pennsylvania, US. Professor Dirsmith is the author of over
one hundred publications, including three monographs and over seventy journal articles
in accounting, institutional economics, organizational theory, public administration, health
care administration, sociology, and strategic management journals. He serves as a member

XVii



Notes on contributors

on editorial boards and is a manuscript reviewer for several accounting and management
journals and the National Science Foundation. Professor Dirsmith has received research
grants from the United Nations, National Association of Accountants, and Society of
Management Accountants.

John Dumay is the Associate Professor at the Department of Accounting and Corporate
Governance, Macquarie University, Sydney, Australia. He worked for over fifteen years as an
independent business consultant across a wide variety of industries before joining academia
after completing his PhD in 2008. His PhD, entitled Intellectual Capital in Action: Australian
Studies, won the prestigious Emerald/EFMD Outstanding Doctoral Research Award for 2008
for the Knowledge Management category. He continues to research on the topic of intellectual
capital, sustainability reporting, innovation, research methods and academic writing,.

Carla Edgley is a Lecturer (teaching and research) in the Accounting and Finance
Section and Director of the Interdisciplinary Perspectives on Accounting Research Group
at Cardiff Business School, Wales. She initially qualified as a chartered accountant with
PricewaterhouseCoopers, after which she moved into senior management roles in industry
and the public sector. She joined Cardift Business School in 1998 and has published solo
and co-authored papers using qualitative methodology and computer assisted data analysis
software on the accountancy profession and accounting concepts.

Timothy ). Fogarty isa Professor in Accountancy at the Case Western University, Cleveland,
OH, US. Tim Fogarty focuses his research in three areas. He studies accounting regulation
to shed light on how industry standards and institutional rules control accounting and the
sharing of corporate information. Tim also explores the organizations that employ and
influence accountants’ work. His third stream of research investigates accounting education
and its role in shaping how the field is organized and controlled. Recent Courses and Syllabi
include Income Tax: Concepts, Skills, Planning, Legal Environment, Legal Environment for
Managers — M.B.A., Accounting, Finance, and Engineering Economics, Legal Environment
of Management.

Elizabeth Gammie is a Professor of Accounting and Head of Department at the Robert
Gordon University in Aberdeen, Scotland. Professor Gammie has published extensively in
the field of accounting education with a particular focus on professional education, gender,
and audit skills and competencies. Professor Gammie has undertaken several research
projects funded by bodies such as IAAER, ICAS, ACCA and CIMA. Professor Gammie also
has extensive educational board experience with appointments to boards such as the ICAS
Foundation, Qualification Board and Council, and the Institute of Directors Exam Board,
and she currently sits as an independent member of the IAESB.

Valerie Gilchrist is a Lecturer at the Robert Gordon University in Aberdeen, Scotland. A

Chartered Accountant, she recently joined the Department following a career break to have
her children.

Andrew Goddard is Professor of Accounting at the University of Southampton in the
UK. He has twenty years’ experience of grounded theory research in accounting. These
projects have mainly been undertaken in the not-for-profit sector, based in the UK and
overseas, including Germany, Malta, Tanzania, Ethiopia, Malaysia, Ghana, Indonesia and

xviii



Notes on contributors

Brunei. Topics have included the relationship between accounting, accountability and
governance; performance management and strategic management accounting in various not-
for-profit settings. Settings have included Central Government, Health, Higher Education,
Local Government, NGOs and external audit. His theoretical interests include Bourdieu,
Gramsci, Institutional theory, stakeholder theory and post-colonial theory.

Susan Hamilton isa Senior Lecturer and Course Leader at the Robert Gordon University in
Aberdeen, Scotland. Dr Hamilton’s research interests are professional accounting education
with particular focus on the development and assessment of non-technical skills, where she
has been involved in several funded research projects.

Theresa Hammond holds a doctorate from the University of Wisconsin, US, and is an
accounting professor at San Francisco State University, US. Her book, A White-Collar
Profession: African-American CPAs Since 1921, was published by the University of North
Carolina Press in June 2002. Theresa’s oral-history research on African-American CPAs and
black Chartered Accountants in South Africa has been published in several journals, including
Accounting, Organizations and Society; Accounting History; Critical Perspectives on Accounting, the
Journal of Accountancy; The State of Black America, 2002; and the NAACP’s Crisis Magazine; and
by the Association for the Study of Afro-American Life and History.

Christopher Humphrey is a Professor of Accounting at Manchester Business School, UK.
He has published a significant body of work on auditing practice and expectations, public
sector financial management systems, international financial regulation and standard setting,
accounting education and developments in qualitative accounting research. He is an editorial
board member for a number of international accounting and auditing journals. He is a
qualified chartered accountant and served for several years as a co-opted academic member
of the governing Council of the Institute of Chartered Accountants in England and Wales
(ICAEW). He currently sits on the ICAEW’s Technical Strategy Board and is a Director of its
Charitable Trusts. He recently completed his term of office as Chair of the UK’s Conference
of Professors of Accounting and Finance (CPAF).

Sophia Ji is a Lecturer in accounting at RMIT University, Melbourne, Australia. Her
research interests are qualitative research methods in accounting, social and environmental
accounting, environmental regulation, sustainability, accounting theory, and accounting
education. Sophia has published several projects in accounting and environmental law
journals. She also lectures both undergraduate and postgraduate accounting and sustainability
courses.

Vassili Joannidés de Lautour PhD (Université Paris Dauphine / Manchester) is
Assistant Professor of management control and international relations at Grenoble Ecole de
Management, France, and Queensland University of Technology School of Accountancy,
Australia, as well as vice-president and non-executive director of De Burg & Associés. He is
a section editor at the Journal of Accounting and Organizational Change. His research interests
include management control and accountability, public sector management accounting,
cultural issues in accounting, NGOs’ and non-profits’ accountability, and interdisciplinary
research on accountability. He publishes in internationally reputed journals such as Accounting,
Auditing and Accountability Journal, Critical Perspectives on Accounting, and Qualitative Research in
Accounting and Management.

Xix



Notes on contributors

Rihab Khalifa is an Associate Professor of Accounting, co-founder and current Coordinator
of the Doctorate of Business Administration program (DBA) at the United Arab Emirates
University, as well as the co-founder and Director of a UK-registered charity that deals
with issues of Micro-Finance, with the aim of alleviating poverty in the Sudan. She earned
her PhD from the University of Manchester, UK, and has previously held positions at
the University of Manchester, London School of Economics and Political Sciences (LSE),
and Warwick Business School. Her publications have appeared in leading journals such
as Accounting, Organizations and Society, Critical Perspectives on Accounting, European Accounting
Review and Accounting, Auditing and Accountability Journal. She is also on the editorial boards
of leading journals such as the International Journal of Auditing, the Journal of Management and
Governance, and the Journal of Economics and Administrative Sciences.

Bill Lee is a Professor of Accounting and Head of the Accounting and Financial Management
Division at the University of Sheffield, UK. He has published on a broad range of topics
across the accounting, management and related disciplines including articles on the
relationship between accounting and technological change, the professional socialization
of junior auditors and the origins and history of qualitative research in accounting. He is
a Vice Chair and member of the Executive of the British Academy of Management and
a member of the Executive of the Committee of Professors in Accounting and Finance.
He is also an associate editor for Qualitative Research in Organizations and Management: An
International Journal and for the European Management Review. Bill recently became an editor
— in conjunction with Professors VK Narayanan of Drexel University in the US and Mark
Saunders of Surrey University in the UK — of a series of books on research methods for Sage
publications.

Kari Lukka is Professor of Accounting and the Head of the Department of Accounting and
Finance at the University of Turku, Finland. His research interests as well his international
publication record cover a wide range of management accounting as well as accounting
theory and methodology topics. He also is a Professor at the EIASM. In that context, he
organizes and chairs, jointly with Professor Michael Shields, the biannual conference on
New Directions in Management Accounting and is the coordinating faculty member of the EDEN
doctoral course on Case-based Research in Management Accounting. Kari is an Associate Editor
of Qualitative Research in Accounting and Management and is a member of the Editorial Board
of Accounting, Organizations and Society as well as several other accounting research journals.

Habib Mahama is a Professor of Accounting and Chair of the Accounting Department at
the United Arab Emirates University. He earned his PhD from the University of New South
Wales (Australia) and has previously held positions at the University of Southampton, UK,
the University of New South Wales, Australia, and the Australian National University. His
publications have appeared in leading journals such as Accounting, Organizations and Society,
Contemporary Accounting Research, Management Accounting Research, Behavioral Accounting Research,
Ceritical Perspectives on Accounting, Accounting, Auditing and Accountability Journal, Australian Journal
of Management, Accounting and Finance and Australian Accounting Review. He currently serves on
the editorial boards of Behavioral Research in Accounting, Meditari Accountancy Research, Qualitative
Research in Accounting and Management, and Journal of Accounting and Organizational Change.

Xuan Thuy Mai is a Lecturer in Accounting at the School of Accounting and Auditing of
the National Economics University, Viet Nam and is currently pursuing her PhD degree in

XX



Notes on contributors

Accounting at La Trobe University, Melbourne, Australia. She obtained her bachelor degree
in accounting from Monash University (Australia), and her master degree in accounting
and finance from Manchester University (UK). She was awarded with ‘The best graduate
in Accounting Award’ from Monash Faculty of Business and Economics in 2007, and “The
best performer in MSc Accounting and Finance Award’ from Manchester Business School in
2009. Her research interests include application of management accounting techniques and
behavioural issues in performance measurement and evaluation practices.

Martin Messner is a Professor of Management Control at the University of Innsbruck,
Austria. He is particularly interested in performance measurement systems, questions of
accountability and in different approaches to planning.

Sven Modell is Professor of Management Accounting at Alliance Manchester Business
School, University of Manchester, UK, and the Norwegian School of Economics, Bergen.
His research interests pivot on the social, political and behavioural aspects of accounting
and control. He has explored these aspects across a broad range of empirical contexts, most
recently in state-owned enterprises in East Asia. He has also written extensively about diverse
methodological issues associated with qualitative and mixed methods research in accounting.
He serves as Associate Editor of Accounting and Business Research and Qualitative Research in
Accounting and Management and sits on the editorial boards of a number of other accounting
journals

Jodie Moll is Senior Lecturer in Accounting at the Manchester Business School, UK. She
holds a PhD in Accounting from Grittith University, Australia. Her research interests lie in
the social and organizational aspects of accounting. She serves as Associate Editor of Journal
of Accounting and Organizational Change.

Christopher ). Napier is a Professor of Accounting at Royal Holloway University of
London. After qualifying as a Chartered Accountant, he held positions at the London School
of Economics and the University of Southampton before moving to Royal Holloway. His
research covers aspects of financial reporting, including accounting for retirement benefits,
accounting for intangible assets and fair value measurement, accounting history, Islamic
accounting and finance, and corporate governance. He has been a member of the Council of
the Institute of Chartered Accountants in England and Wales, and he was co-editor (2009—
2012) of Accounting Historians Journal.

Esin Ozdil is a lecturer in Accounting in the Business School of La Trobe University,
Melbourne, Australia. Her PhD thesis examined the performative effects of strategy and
management control system practices and discourses in a public university. Esin was
the highest university ranked candidate by the Higher Degrees Committee (Research)
scholarship selection for her PhD degree. She was awarded the Dean’s Commendation
and Medal in recognition of her academic excellence in her Honours degree in 2012. Her
research interests include strategy, management control systems and organizational change
in the public sector.

Kathie Ross is a Chartered Professional Accountant (CPA, CGA) in Canada and is a PhD
Candidate in Accounting at Newcastle University in the UK. She is interested in issues of
gender and diversity in professions, particularly accounting. Her current research utilizes oral

XXi



Notes on contributors

history interviews to explore the interaction between continuing professional development
(CPD) and identity for women professional accountants in Canada. She is an experienced
online instructor and curriculum developer in accounting and finance courses. Her background
prior to academia spans public practice and government and includes tax and auditing.

Sajay Samuel is a Clinical Professor of Accounting at the Penn State Smeal College of
Business, Pennsylvania, US. Professor Samuel is working on the political significance
of administrative agencies (e.g., SEC) and professional associations (e.g., Accounting
Profession) in liberal democratic politics. His research published in scholarly journals aims
at clarifying some of the foundational assumptions of management thought and practice.
Parallel to these researches on management and accounting he also studies political
philosophy and history. He has presented the early fruits of this work in France, Italy,
Germany and England.

Chaturika Seneviratne is a Senior Lecturer in Accounting at the Faculty of Management
Studies and Commerce of University of Sri Jayewardenepura, Sri Lanka and is currently
pursuing her PhD degree at La Trobe University, Melbourne, Australia. She is a merit holder
and gold medallist in her Master of Business Administration at University of Colombo.
She is passed finalist of CIMA-UK. Her research interests include management accounting,
performance management and control systems.

Nina Sharma is a Lecturer in Accounting at Cardiff Business School, Wales. She is currently
(with Fiona Anderson-Gough and Carla Edgley) undertaking a funded project into diversity
in the accountancy profession and is utilizing NVivo to manage the qualitative data that
is being generated for the project. She was the Secretary of the Executive Board for the
Auditing Special Interest Group (ASIG) of the British Accounting and Finance Association
(BAFA) from 2008 to 2013. She has prior experience of using qualitative methodologies, and
NVivo, for previously published research on public sector auditing and audit methodologies.

Torkel Stromsten is an Associate Professor at the Department of Accounting, at Stockholm
School of Economics, Sweden. He holds a PhD from Uppsala University. His research
focuses on the roles accounting and governance play in inter-organizational networks.

Basil Tucker is a Lecturer in the School of Commerce, Uni SA Business School, Australia.
He received his doctorate which investigated the relationship between management control
and strategy in the not-for-profit sector in 2008. His research interests focus on the relevance
of academic research, and in particular, the research—practice ‘gap’ in management accounting,
management control and how it supports and influences corporate strategy, how management
control systems combine with informal modes of control, and social network theory, and in
particular, how informal control is transmitted and maintained within organizations.

Samantha Warren is Professor in Management at Essex Business School, University of
Essex, UK. She has been writing on the visual and sensory dimensions to organizations and
management since 2001 and is co-founder of the inVisio research network, and co-editor of
The Routledge Companion to Visual Organization. Her interest in accounting stems from her
study of the presentation of self-enacted by accountants, particularly under ‘hyper-visual’
contemporary conditions.

xXii



Acknowledgements

The contributors and we (the Editors) have been equal partners in the compilation of this
book. We are grateful to the contributors whose chapters are presented here. We would also
like to thank Terry Clague (Publisher, Routledge: Business, Management and Accounting)
and Izzy Fitzharris (Editorial Assistant, Business, Management and Accounting, Routledge,
UK) for their support. We are also grateful to the reviewers for their constructive feedback
on the chapters. Last, but not least, we also thank Shirin Hoque and Thiru Thiagarajah
(Department of Accounting, La Trobe Business School of La Trobe University, Australia) for
their assistance in producing this book.

XXiii



Taylor & Francis
Taylor &Francis Group

http://taylorandfrancis.com


http://taylorandfrancis.com

Part |

Introduction




Taylor & Francis
Taylor &Francis Group

http://taylorandfrancis.com


http://taylorandfrancis.com

1

Researching everyday accounting
practice

Epistemological debate

Mark A. Covaleski, Kathryn Haynes, Zahirul Hoque and
Lee D. Parker

Introduction

A major challenge confronting accounting researchers engaging in the methodological field
is deciding which research method is most apt for gathering and analysing empirical data on a
research topic (Hoque, 2006). The research methodology literature generally advocates both
traditional (i.e., well acknowledged) and emergent research methods for studying accounting
phenomena and practice in society, institutions and organizations. Both traditional and
emergent research methods ofter diftering insights into organizational phenomena and have
their unique foci, scope and limitations. Together they provide the potential to increase our
knowledge and understanding about a phenomenon or phenomena.

The aim of this edited collection of chapters is to provide an informative reference work
on qualitative research methods in accounting that offers students and researchers a critical
overview of current and emerging scholarship in this methodological field. To this end, the
book focuses on the following aspects: 1) worldviews and paradigms, 2) methodologies and
strategies, 3) data collection and analysis, and 4) reflections on qualitative field research.

In thisintroductory chapter, we aim to synthesize the issues addressed in this edited collection.
The intention of this book is to provide a comprehensive guide to the methodological choice
and execution of qualitative research approaches to studying an organizational phenomenon
such as accounting. At present there are very few research texts on the state of accounting
research methods that offer such a comprehensive guide to research students and academics
on the subject of qualitative accounting research methodology, and none that primarily
focus on the qualitative tradition. The book will assist a wide range of readers: a) students
and researchers in a wide range of accounting, auditing, corporate governance, management
control and allied disciplines; b) emerging scholars and students seeking convenient access to
qualitative methodologies; and ¢) established researchers secking a single repository on the
current state of knowledge, current debates and relevant methodological literature.

The remainder of this chapter summarizes the key issues addressed in each chapter under
the four broader themes as outlined above. The final section of this chapter provides some
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concluding comments to embark the reader upon their voyage through the rich collection
of readings that follow.

Theme 1: Worldviews and paradigms

The chapters appearing under this theme cover worldviews and paradigms that display
fundamental ideas about life and society and important aspects that merit exploration.
This collection examines how a host of worldviews and paradigms have been deployed in
understanding everyday accounting practice in broader socio-economic and political contexts
and in suggesting directions for future accounting research. This theme contains eight topics
(Chapters 2-8), each oftering unique perspectives in understanding accounting practice.

Chapter 2 initiates the presentation of how alternative worldviews inform our
understanding of research topics in accounting when Covaleski, Dirsmith and Samuel review
the theoretical principles and assumptions underpinning our social constructionist research
programme pertaining to the accounting profession. Reflecting upon much of their prior research
they argue that social reality is constituted through social interactions. The authors argue that
their research agenda has been informed through the examination of the accounting profession
as reflected in the perceptions of individuals and formed by their interactions with each other
in the formulation of structural and social change. More specifically, their three-decade social
constructionist research programme pertaining to the accounting profession was motivated by a
diverse set of organizational and social theories enabling critical insight to three social dynamics
within the accounting profession: 1) the role of non-formalized, non-bureaucratic, non-rule
oriented approaches employed in public accounting firms to effect control; 2) the roles of
MBO and mentoring in the exercise of control in professional organizations; and 3) the
dramaturgy of exchange relations among the Big Five public accounting firms, the American
Institute of Certified Public Accountants (AICPA), the Institute of Internal Auditors (I1A),
and the Securities Exchange Commission (SEC) with respect to the outsourcing of internal
audit services to international external audit firms. Critical to informing these crucial dynamics
within the accounting profession were the research methods chosen. Their research was informed
primarily by conducting analyses in a largely inductive, descriptive manner. Their reliance on
a social construction approach and broad spectrum of qualitative methods guided them through
the execution of such research efforts to observe divergent opinions, contested positions, and
complex social dynamics at play around the accounting profession.

Lukka and Model address a related topic in Chapter 3 when they seek to track the
development of the interpretive paradigm in accounting research by reviewing its evolution
over time, and the central debates and likely future directions of research within this
paradigm. This chapter maps out central ideas and debates evolving since the emergence
of this paradigm in the 1970s to the present day by adopting an essentially chronological
approach. Here the authors argue that the emphasis has been placed on issues of ontology
and epistemology and their implications for theoretical and methodological choices within
this paradigm. The authors also pay some attention to the positioning of this paradigm in
relation to other genres of accounting research, both opposing and related ones, especially
the functionalist paradigm and research informed by various critical theories.

Annisette and Cooper in their critical studies in accounting (Chapter 4) extend the social
construction and interpretive paradigm by examining how power within an organization is
exercised. The authors cleverly use their two previously published works (Annisette, 2000;
and Cooper, 2015) to illustrate two methods used in critical accounting research that are
concerned with capitalism. This chapter shows how their respective studies and related
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rationalities position theory differently in the research process and employ different research
methods. Annisette’s inductive study is concerned with how capitalism’s rationalities are
diffused through global accounting bodies, and to this end, they focus on how interviews
are used to develop the article’s main arguments. Cooper’s deductive approach illustrates the
continued relevance of Marx’s theorizing in explaining the significant failures of accounting
in the recent banking crisis. While contrasted in terms of their respective inductive and
deductive approaches, the authors come together in this chapter and focus on the core
message — that through desk-based research, a wealth of secondary data was obtained to
illustrate how the globally diffused rationalities and technologies of accounting alter and
shape our worlds in both a material and an ideological way.

Chapter 5 by Carnegie and Napier explore historiography as a paradigm in the writing
of history. Historiography, as the authors define it, is generally understood to relate to the
analysis of bodies of historical writing, often on common themes. Historiography addresses
issues such as the explicit or implicit theories of historians, the methods they use, and their
ontological and epistemological assumptions. The question ‘how can we know the past?’
is fundamental not only to historiography but to accounting, which claims to report in a
true and fair manner the past transactions of individuals and organizations. In this chapter
Carnegie and Napier address the extent to which historical research and research grounded
in the social sciences are similar and yet different. In particular, the chapter explores the roles
of theory in historical accounting research. Principal theories, in particular those grounded in
neo-classical economics (such as agency theory and transaction cost theory), and those based
in socio-political thought (such as institutional theory, governmentality and labour process)
are examined and exemplified. The epistemological presuppositions of these theories are
also discussed and the research methods appropriate to specific epistemologies identified.

Consistent with the notion of the importance of a host of worldviews and paradigms being
used in everyday accounting practice within broader socio-economic and political contexts,
Goddard provides an illuminating discussion in Chapter 6 on how grounded theory (GT)
provides a coherent set of methods to develop theories from data when studying accounting
in its social context. The chapter commences with an outline of the various approaches taken
to GT by researchers in other disciplines. This is followed by a practical example of the use
of GT in an accounting research project to illustrate the methods used. The author also
presents a discussion of some issues and debates which are emerging from GT approach
using his own personal experiences of GT in the field.

In Chapter 7, Davison and Warren introduce visual methodologies for accounting
research. This novel chapter covers interpretive approaches based in the humanities, such
as visual rhetoric, visual semiotics and drama theory; mixed approaches based in sociology,
such as impression management, actor—network theory, visual elicitation; and experimental
content analysis methods from psychology. The chapter also provides a rich bibliography
together with text boxes of key resources: visual-related papers from the field of accounting;
foundational writers in the area; general visual handbook references; and suggestions for
further reading and research.

Hoque provides the closing discussion in Chapter 8 on the theme of the importance
of a host of worldviews and paradigms when he introduces a fresh, new idea, Appreciative
Inquiry (Al), to accounting research. Hoque argues that an Al approach has the potential
to construct useful knowledge in our everyday accounting practice that may not normally
be gained through focusing only on ‘negative’ issues surrounding accounting/organizational
processes. Inspired by Reed’s (2007) work, Hoque reinforces the essential message of an Al
study — ‘it is useful in everyday life to focus on understanding what works well in a particular
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setting’. Through this chapter, the author invites accounting researchers to engage in this
approach as it involves a different mode of engagement from other traditional methods.

In summary, Theme 1: Worldviews and paradigms presents seven topics that offer unique
perspectives in understanding accounting practice. The first two topics in this section will
make the case for the insights and benefits derived in accounting research from a social
constructionist research programme in examining the accounting profession (Covaleski,
Dirsmith and Samuel) as well as from an interpretive paradigm and the central debates and
directions of research within this paradigm (Lukka and Model). Annisette and Cooper then
shift the worldview to more historical and critical accounting research in examining how
power is exercised within an organization. Carnegie and Napier extend the theme of the
importance of historical research in accounting in the following chapter. We will then be
reminded of the importance of grounded theory in the development of theories from data
when studying accounting in its social context (Goddard). The final two chapters in this
section offer novel worldviews and paradigms to consider in their respective presentations of
visual methodology in accounting research (Davison and Warren) and appreciative inquiry
as a social construction approach to accounting research (Hoque).

Theme 2: Methodologies and strategies

The second major theme of this text covers nine specific methodologies and strategies
(Chapters 9-17). For each, their definition, orientation and scope are examined, as is their
manner of implementation in the research process. This array of chapters on research
methodologies and strategies should provide stimulating and informative insights to the
research of everyday accounting practice.

Chapter 9 provides Dey the platform to focus on three widely used methodologies in social
science research: anthropology, ethnography and ethnomethodology. The author stresses the
importance of recognizing a variety of other related qualitative field study approaches, such
as grounded theory, auto-ethnography, and action research, in the context of interpretive
accounting research. Consistent with the author’s call for recognizing the importance of
these alternative methodologies, these approaches are examined in detail elsewhere in this
book. The focus of Dey’s chapter is to highlight the intellectual roots and essential defining
characteristics of anthropology, ethnography and ethnomethodology. Here he reviews the key
features of a number of seminal early field studies and explains the various difficulties that
confound any attempt to systematically delineate or review the application of these approaches
within the accounting literature. Then he examines the subsequent emergence of a number
of supporting theoretical perspectives within qualitative field research studies in accounting,
with a particular emphasis on the presence (or absence) of criticality within these studies,
and the potential for what is termed ‘critical ethnography’. This is developed in the context
of social and environmental accounting practice, where its potential to help democratize
organizational accountability has been mooted. His final section concludes with a reflection
on the past contribution and on the future health of ethnographic studies in accounting.

In Chapter 10, Humphrey and Lee use the 1996 conference, Beneath the Numbers;
Reflections on the Use of Qualitative Methods in Accounting Research and their subsequent edited
book (Humphrey and Lee, 2004), The Real Life Guide to Accounting Research: A Behind-the-
Scenes View of Using Qualitative Research Methods to provide ‘behind the scenes’ views or
‘insider accounts’ of what it is like to actually conduct qualitative accounting research. This
behind-the-scenes perspective offer the types of lessons that people providing the accounts
gained from that experience, rather than offering prescriptive, ‘textbook” accounts of how to
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do qualitative research. This chapter allows the authors to provide a reflective, joint account
about the development and use of case studies up to 1996, through the intervening years and
their potential in the future.

Related to this theme of the richness of perspective gained from experience, Czarniawska
(Chapter 11) critically discusses the application of a narrative approach to accounting in a
number of possibilities. First, there are narratives about accounting, where the images of
accounts and accounting in popular culture are especially worth attention. Second, there
are attempts to apply narratological tools in accounting research. Third, there are attempts
to exploit the knowledge about narratives in academic reports. Fourth, there are efforts to
launch a narrative approach in the practice of accounting. Czarniawska makes a compelling
case that it is likely that these various attempts to apply a narrative approach to accounting
research will multiply in the future.

Using her past twenty-five years of experiences, Hammond in Chapter 12 discusses
the contribution of oral history in accounting research. Here Hammond argues that in
the 1990s, as the use of qualitative research methods in accounting gained momentum,
several researchers made the case for incorporating oral history research into the accounting
literature (e.g. Collins and Bloom, 1991; Hammond and Sikka, 1996). Her chapter draws on
literature in oral history and accounting as well as her experiences conducting some projects
with her co-authors. This chapter includes discussions of the history and purpose of oral
history, methodological issues, a literature review of oral history research in accounting, and
a brief conclusion. Consistent with other chapters in this Companion, Hammond stresses the
critical need to recognize that accounting is not an objective, quantifiable area of study and
that — to truly advance our understanding — one must look at its social implications.

In Chapter 13 Haynes introduces the notion of autoethnography (which is prominent
in qualitative social science research) to accounting research. Autoethnography enables
researchers themselves to form a subject of lived inquiry within the social context of
accounting and its environs. This chapter outlines what autoethnography is, as both a
research process and a product of research. As such the chapter explores the ontological,
epistemological and methodological issues arising from such an approach. Furthermore,
Haynes offers a rich discussion of the various forms that autoethnography takes, outlines ways
of writing autoethnography, and illustrates how it has been used in contemporary accounting
research. Importantly, the chapter closes with a discussion of some of the dilemmas and
tensions involved, and evaluates its future possibilities in accounting research.

Chapter 14 by Fogarty offers an insightful presentation of the potentials of action research
in accounting. In this chapter, Fogarty has eschewed much in the way of philosophic
background and theoretical grounding. Here Fogarty argues that if action research is anything,
it is eminently practical. His chapter leans heavily upon his appreciation for the accounting
literature. The first part of this chapter offers a set of propositions that collectively triangulate
the meaning of action research. The second section continues the vexing eftort to nail action
research down with a set of questions that were not directly asked in the first section, but
were implicitly suggested. A third section gravitates toward accounting by considering the
case for action research in this discipline, and on an a priori basis, evaluating its potential
contribution. The fourth section of Fogarty’s chapter adds a more inductive inquiry as he
takes a closer look at what has been published in accounting.

Chapter 15 allows Khalifa and Mahama to provide an overview of discourse analysis in
the social sciences and the accounting literature and discusses key considerations for users
of discourse analysis. The authors argue that accounting research has mainly used discourse
analysis to question the role and logic of accounting, trace the historical emergence of
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accounting discourses, study some of the ways in which accounting discourses can facilitate
particular programmes of action, and explore particular interfaces between accounting and
other disciplines. A key practical implication of the authors’ analysis of the use of discourse
analysis in accounting research is that the particular methods and approaches chosen within
discourse analysis depend on the particular research questions and the research context.

Chapter 16 by Dumay and Baard introduces interventionist research (IVR) and its
peculiarities to accounting researchers (who may not be familiar with this research approach)
by presenting reflections and examples from the authors’ interventionist research projects
and IVR in accounting literature. From these reflections and examples, the authors outline
the future of IVR for accounting by addressing skills development for a new generation of
accounting academics. Furthermore, Dumay and Baard make the important point that the
use of theory is an essential component of IVR that separates it from consultancy. Finally, the
authors ofter insights to publishing IVR project results, and how IVR can help bridge the gap
between research and practice.

The theme of research methodologies and strategies is aptly closed in Chapter 17 by
Haynes, where she introduces the concept of reflexivity, which has been widely used in
social science qualitative research methods for a number of decades. She states that broadly,
reflexivity refers to the process in which the researcher reflects on data collection and its
interpretation. This can occur at a number of levels and from a number of perspectives,
as discussed in this chapter, in an active process. Reflexivity relates to all research, whether
qualitative or quantitative, since all researchers should arguably adopt a reflexive approach
to their data. However, despite qualitative methods becoming more prominent and more
accepted within accounting research, Haynes argues that they still operate in a context
‘dominated by hypothetico-deductive quantitative methodologies that essentially are reified
as “hard”, factual and objective, consonant with the accounting world of numbers’ (Parker,
2012, p. 59), where reflexivity is less often applied. This suggests that the significance of
reflexivity as a concept is all the more relevant to contemporary qualitative accounting
research, since it is central to consideration of the nature of knowledge. Questions about
reflexivity are part of debates about ontology, epistemology and methodology. Ontology
represents the researcher’s way of being in the world or their worldview on the nature of
reality; epistemology represents the philosophical underpinnings about the nature or theory
of knowledge and what counts as knowledge in various research traditions; and methodology
represents the overarching research strategy and processes of knowledge production,
concerned with methods of data collection and forms of analysis used to generate knowledge.
Haynes seeks to reflect on those debates, the meaning and application of reflexivity, strategies
for reflexive awareness and processes of reflexivity, reflexive research in accounting, and
future possibilities for reflexive accounting research.

In summary, Theme 2: Methodologies and strategies presents nine topics each differing in
definition, orientation and scope, as well as their manner of implementation in the research
process of everyday accounting practice. The opening article in this section by Dey focuses on
three widely used methodologies in social science research: anthropology, ethnography and
ethnomethodology. A unique ‘behind-the-scenes’ view is then oftered to gain insight as to
what it is like to actually conduct qualitative accounting research (Humphrey and Lee, 2004).
Related to this theme of the richness of perspective gained from experience, Czarniawska
will then critically discuss the application of a narrative approach to accounting in a number
of possibilities. These first three topics are followed by a pair of stimulating and somewhat
novel methodological approaches when Hammond discusses the contribution of oral history
in accounting research, and then Haynes introduces the notion of autoethnography (which
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is prominent in qualitative social science research) to accounting research. Fogarty moves the
theme of research methodologies and strategies in accounting research into the potentials
of action research in accounting. Khalifa and Mahama follow with an overview of discourse
analysis in the social sciences and the accounting literature. The final pair of chapters in
this section are oftered by Dumay and Baard who introduce interventionist research (IVR)
and its peculiarities to accounting researchers, and Haynes who makes a compelling case
for the relevance of the concept of reflexivity (which has been widely used in social science
qualitative research methods for a number of decades) to accounting researchers.

Theme 3: Data collection and analysis

The third theme that binds Chapters 18-25 together has a strong focus upon qualitative
data collection and analysis. This collection of readings reflects the diverse approaches to
qualitative data collection and analysis that have been deployed in understanding everyday
accounting practice in broader socio-economic and political contexts. These diverse
approaches to qualitative data collection and analysis are in certain ways consistent with,
and a result of, the first two themes of this Companion, which addressed the important
role of alternative worldviews and paradigms (Theme 1) and the contributions of various
methodologies and strategies (Theme 2).

Tucker and Hoque use Chapter 18 as a platform from which to consider the contributions
of mixed research methods in accounting in terms of generating a rich set of data to inform
the research study. Here they provide rationales for the types of accounting research most
predisposed to a mixed methods approach, why mixed methods research is important,
the relationship between methodology and methods, and the challenges associated with
undertaking mixed methods research. Using six mixed methods studies published in
reputable accounting journals, Tucker and Hoque aim to illustrate the ways in which this
genre of research may contribute to the accounting research agenda.

In a similar fashion Mahama and Khalifa in Chapter 19 discuss the process and analysis
of field interviews. Although the method generally is characterized as qualitative research, it
may (and often does) include quantitative dimensions. However, this chapter addresses field
interviews from qualitative perspectives. To this end, they draw on the existing qualitative
field research methods literature and their own experiences of the field to describe the
processes of designing and conducting qualitative field interviews and to provide some
guidelines on how to analyse field interview data. Specifically, Mahama and Khalifa examine
three main themes: the nature of qualitative field interviews, the processes of preparing and
conducting field interviews, and analysing interview data.

In Chapter 20 Parker offers a comprehensive account and evaluation of participant
observation and its potential application in accounting research. Set in the historical
ethnographic context of the methodology’s development, this chapter explores participant
observation’s identity and characteristics, observer role options, field site entry and exit
strategies, the processes of observation and recording, researcher field experiences and
relations. The chapter concludes by reflecting on a contemporary sample of accounting
research studies employing participant observation. Parker’s overriding message is that
participant observation offers the researcher the opportunity to live among the actors in the
field, accessing otherwise hidden insights into their world and offering an insider view of
actors’ behaviour, conversations, language and meanings.

The discussion of diverse approaches to qualitative data collection and analysis certainly
necessitates a presentation of content analysis, which is provided by Campbell in Chapter
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21. Here Campbell discusses how content analysis has been employed in a number of areas,
including in accounting studies. Campbell argues that content analysis is a research method
used to identify signals in blocks of text and convert them to numerical values, which can be
used to gain replicable findings which enable the understanding of the quality and quantity
of reports and other narratives.

Chapter 22 offers a presentation by Gammie, Hamilton and Gilchrist on a particularly
novel approach to qualitative data collection and analysis in accounting research. Here the
authors provide an insightful and in-depth discussion on the topic of focus group discussion
methodology. In doing so, they offer a core definition of focus group discussion methodology
as well as the key attributes of this methodology. They then elaborate on the development
and use of this method. Finally, Gammie et al. provide a helpful and balanced discussion of
the strengths of focus group discussions as a research method as well as the drawbacks of the
technique whilst also articulating ways to mitigate these challenges and providing practical
guidance on convening focus group discussions.

Covaleski, Dirsmith and Samuel (in Chapter 23) review the manner in which qualitative
research methods have been mobilized, and how related data has been analysed and interpreted,
in three major management accounting research projects undertaken in their careers. In this
chapter they explain their choice of qualitative research methods embedded in their research to
reflect upon (compare and contrast) their lineage of work and the related issues and debates. More
specifically, their research agenda pertaining to the use of management accounting information
was applied to three major projects: 1) budgeting and nursing administration to examine the
budgeting process as a source and form of power and politics in organizations; 2) the study
of budgeting as a symbol, but one used asymmetrically to stimulate various budgetary actors
to take wide-ranging actions in a university budgeting setting; and 3) understanding the ways
in which institutions may incorporate historical experiences and socio-political-economic
pressures into their rules and organizing logics embedded in budgeting and a state welfare
programme. A concluding section is then offered to summarize and integrate their research
efforts with a particular focus on the importance of the choice of qualitative research methods
to derive the insights drawn from their research projects pertaining to the use of budgets in
organizations and society.

Chapter 24 by Anderson-Gough, Edgley and Sharma asks the reader to consider the
place of Computer Assisted Qualitative Data AnalysiS software in accounting research. This
chapter provides a brief overview of the development of CAQDAS, and a summary of some
of the most popular software packages and the functions they offer. This information is
set within a review of the reported usage of CAQDAS in recent accounting journals, and a
discussion of different experiences of using CAQDAS, its place in mediating the relationship
between researcher and data, and the impact on members of research teams.

The closing article in this section on the theme of qualitative data collection and analysis
is offered in Chapter 25 by Messner, Moll and Stréomsten, who express concern about the
credibility and authenticity of qualitative accounting research. In this chapter, the authors
define what these terms (credibility and authenticity) mean. Following these thoughtful and
core definitions, they then revisit some of the different strategies that accounting scholars
have used to produce credible and authentic accounts of the use of everyday accounting
practice.

In summary, Theme 3: Data collection and Analysis presents eight topics that offer a
strong yet diverse focus upon qualitative data collection and analysis in the research of
everyday accounting practice. Tucker and Hoque first consider the contributions of mixed
research methods in accounting in terms of generating a rich set of data to inform the
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research study. In this spirit of considering diverse research methods, Mahama and Khalifa
then discuss the process and analysis of field interviews, and in the following chapter Parker
offers a comprehensive account and evaluation of participant observation and its potential
application in accounting research. The next pair of chapters provide a robust discussion
of how content analysis has been employed in a number of areas, including in accounting
studies (Campbell), followed by a presentation of a particularly novel approach to qualitative
data collection and analysis in accounting research, i.e., focus group discussion methodology
(Gammie et al.). The final three chapters on this theme of data collection and analysis focus
on the application of qualitative data to inform research analysis. Covaleski et al. present the
manner in which qualitative research methods mobilized data to inform their management
accounting research projects. Anderson-Gough et al. then present a novel idea on data
collection in their discussion and analysis of Computer Assisted Qualitative Data AnalysiS
software in accounting research. Finally, the closing chapter in this section by Messner et
al. reflects upon the important issues pertaining to data collection and analysis by raising
the issue of credibility and authenticity of qualitative accounting research, and the different
strategies that accounting scholars have used to produce credible and authentic accounts of
the use of everyday accounting practice.

Theme 4: Experiencing qualitative field research: personal reflections

The final theme (Theme 4) comprises four chapters, focusing on a number of researchers’
personal reflections on obstacles and issues in developing and executing particular qualitative
research methods in research studies. More specifically, the reflective chapters seek to
address the following areas: 1) what the researcher did; 2) how the researcher did it; 3) why
the researcher did it that way; 4) what the experience was like; 5) any problems/challenges
they faced and how they managed them; 6) reflections on benefits and insights from the
methods the researcher used. These chapters provide a unique experiential insight into the
inner workings, motivations, emotions and experiences of the qualitative research process,
as told by researchers themselves.

The purpose of Ji’s Chapter (26) is to provide first-hand reflections on a case study research
project from methodological choice through to data collection and analysis. The researcher
explicitly reveals ‘behind-the-scene’ decision-making processes and experiences from the
project. These experiences include the identification, explanation, logical justification and
execution of the chosen research methods; the associated challenges; and the management
of these challenges. Readers may find that the researcher’s experiences reflect the complex
and ‘no-single-recipe’ nature of case study. This chapter also offers comments and
recommendations that readers may apply to their own research projects.

Joannides, in Chapter 27, sets out to present practical issues at stake when conducting
an ethnomethodological accounting research project. Under this purview, he borrows from
his own experience, i.e. his PhD dissertation which was on accountability and ethnicity in
a church setting, focusing on the case of the Salvation Army. More specifically, he wanted
to study and understand how churchgoers practice accountability to God in their day-to-
day life through the most basic daily activities. His reflections provide invaluable research
practice insights into how such research can be implemented and navigated.

Ozdil, Seneviratne and Xuan Thuy use Chapter 28 to present three separate accounts
detailing their personal ethical experiences and reflections during their qualitative study of
an Australian, Sri Lankan and Vietnamese University. The authors each showecase the diverse
ethical considerations and challenges faced at various phases of their research. They provide
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overarching ethical principles for future qualitative researchers in the higher education
field and conclude by proposing the need to take a holistic approach to ethics in qualitative
research. Finally, the authors suggest that ethical guidelines should not be treated merely as
mechanical frameworks, since the ability to address certain situations arising in the course of
a research project will require the moral judgement of the everyday researcher.

Finally, Chapter 29, on the theme of personal reflections on experiencing qualitative and
field research, is presented by Ross who provides a detailed practical example of conducting
oral history interviews through the author’s experience of conducting an oral history study.
After providing some background, the chapter focuses on the how to’ of the oral history
process including keeping a journal, contacting participants, determining equipment, the
ethical review, conducting the interviews, transcription and analysis. The chapter concludes
with a suggestion on how to evaluate the research. The chapter therefore offers an invaluable
practice guide to this methodology.

In summary, Theme 4: Experiencing qualitative field research: personal reflections,
presents four chapters that focus on researchers’ personal reflections on obstacles and issues
in developing and executing qualitative research methods in research studies. The first
chapter on this theme (Ji) provides first-hand reflections on a case study research project,
from methodological choice to data collection and analysis. Joannidés then presents practical
issues at stake when conducting an ethnomethodological accounting research project.
Extending this theme of personal reflections on qualitative and field research, Ozdil et al.
present three separate accounts detailing their personal ethical experiences and reflections
and the diverse ethical considerations and challenges they faced at various phases of their
research. The closing chapter on this theme (Ross) provides a detailed practical example of
conducting oral history interviews through the author’s experience of conducting an oral
history study.

Conclusions

The intent of this introductory chapter has been to provide a comprehensive guide to the
methodological choice and execution of qualitative research approaches to studying an
organizational phenomenon such as accounting. The notion of a ‘comprehensive guide to
the methodological choice and execution of qualitative research approaches’ is challenging
along several dimensions. As such the goal of this introductory chapter has been to articulate
our perception of the multiple and inter-related themes that constitute a meaningful and
comprehensive guide to the understanding of methodological choice and execution of
qualitative research approaches. The roadmap presented in this introductory chapter is
intended to explain not only the logic behind each of the themes embedded in methodological
choice and execution of qualitative research but also to indicate the depth and variety of
offerings this guide provides within each theme.

To this end, this chapter has presented the manner in which this book addresses the
challenging nature of capturing the diverse set of dimensions associated with offering a
comprehensive guide to the methodological choice and execution of qualitative research
approaches. It has revealed that our approach to this challenge has been to structure this book
across four major themes: 1) worldviews and paradigms, 2) methodologies and strategies, 3)
data collection and analysis, and 4) reflections on qualitative field research.

The chapters under the first theme cover worldviews and paradigms that display
fundamental ideas about life and society and what aspects merit exploration. This collection
examines how a host of worldviews and paradigms have been deployed in understanding
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everyday accounting practice in broader socio-economic and political contexts and in
suggesting directions for future accounting research. The second major theme of this book
presents specific methodologies and strategies that have been deployed in addressing these
world views and paradigms. For each of the specific methodologies and strategies presented
in this section, their definition, orientation and scope are examined, as is their manner of
implementation in the research process. The chapters in the third theme of this book have
a strong focus upon qualitative data collection and analysis, reflecting the diverse approaches
to qualitative data collection and analysis that have been deployed in understanding everyday
accounting practice in broader socio-economic and political contexts. Finally, the fourth
theme ofters some insightful reflections from researchers’ personal experiences of issues and
challenges in developing and executing particular qualitative research methods in research
studies. We are confident that this thematic logic and the rich set of readings within each theme
will serve the reader in providing a single repository on the current state of our qualitative
methodological knowledge, current debates and relevant methodological literature.
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Social constructionist research in
accounting

A reflection on the accounting profession

Mark A. Covaleski, Mark W. Dirsmith and Sajay Samuel

Introduction

The purpose of this chapter is to present our social constructionist research programme
pertaining to the accounting profession, which emphasizes that social reality is constituted
through social interactions. Here we elaborate upon three specific research projects which
embody our social constructionist research programme: 1) the study of the role of informal
communications in public accounting firms; 2) the roles of management by objectives
(MBO) and mentoring in the accounting profession; and 3) the battle of knowledge experts
within the auditing profession. A common thread and intellectual base for our social
constructionist research programme has been the early work of Berger and Luckmann
(1966) who reasoned that social reality is constituted through social interactions. This explicit
acknowledgement that social reality is constituted through social interactions has been a key
source that has shaped the conceptual framework in our own research pertaining to the study
of the accounting profession (Covaleski and Dirsmith, 1990; Covaleski, Dirsmith, Heian
and Samuel, 1998; Dirsmith and Covaleski, 1985b; Dirsmith, Heian and Covaleski, 1997).

Our research approach has been to examine certain facets of structural and social change,
and resistance to this change vis-a-vis the control practices deployed by the Big 6/5/4 public
accounting firms, the profession, regulators, politicians and the press, using the language
of the participants and conducting analyses in a largely inductive, descriptive manner.
More specifically, the central concern of our research agenda has been to understand how
professionals are managed, who, because of their very professional status, believe that they are
simply above that sort of thing, and that being managed would compromise their autonomy
and expert judgment in serving the client. In this perspective, the perceptions of individuals
are formed by their interactions with each other. When social interactions settle into habitual
patterns through repetition and stable expectations, the social world takes on an ‘objective’
form, appearing as a structuring force ‘out-there.” This overall perspective has influenced our
choice of the theories we used to help interpret the substantive domain of interest.

To guide our work early in our career, Anthony Hopwood suggested Foucault’s Discipline and
Punish (1979), as well as deconstruction (e.g., Derrida, 1976a, 1976b) and symbolic interaction
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(e.g., Strauss, 1993; Hall, 1997) would help illuminate our work with auditors; Mayer Zald
suggested that Abbott’s System of Professions (1988) would forever change the way we looked at
professions; and David Cooper suggested we apply Giddens’ (1984) structuration framework
to unpack our field observations. Thus, informed by our fieldwork, we continually re-read key
scholarly works to sharpen our theoretical insights, and then re-read field notes to cast our
observations into clearer conceptual relief in a process that Van Maanen (1988) describes as
‘tacking back and forth between the study participant and academic worlds.” Since the substantive
world of auditors has remained dominant in guiding our work, our use of differing theoretical
perspectives to interpret that world is perhaps aptly explained by Alvesson (2003, p. 14):

I propose a reflexive pragmatism view... This approach means working with alternative
lines of interpretation and vocabularies and reinterpreting the favoured lines of
understanding through the systematic involvement of alternative points of departure.

The interaction between our choice of theoretical perspectives and research methods has
included prolonged engagement with the auditing substantive domain, triangulation across
sources of evidence, interviewer debriefing upon exiting the field, separation of evidence-
gathering from its interpretation, member checks with participants to ascertain if they agreed
with our interpretations of their lived experiences, and separating first order interpretations
(those of participants) from second order interpretations (those of the researchers). We have
focused on examining certain facets of structural and social change, and resistance to this
change using the native language of the participants and conducting analyses in a largely
inductive, descriptive manner. Our reliance on qualitative methods to serve our social
constructionist approach has also seemed appropriate given the uncharted waters we were
embarking upon. The profession has been undergoing fundamental transformation and
the various qualitative methods that we have utilized are open-ended and therefore lend
themselves to exploring emergent phenomena. Moreover, the broad spectrum of qualitative
methods permitted us to enrich our social constructionist efforts to observe divergent opinions,
contested positions, and complex social dynamics at play.

The remainder of the paper is structured around the three major research projects that
represent our social constructionist research programme 1) the role of non-formalized, non-
bureaucratic, non-rule oriented approaches employed in public accounting firms to effect
control; 2) the roles of MBO and mentoring in the exercise of control in professional
organizations; and 3) the dramaturgy of exchange relations among the Big Five public
accounting firms, the American Institute of Certified Public Accountants (AICPA), the
Institute of Internal Auditors (IIA), and the Securities Exchange Commission (SEC), as it
concerned the outsourcing of internal audit services to international external audit firms.
Within each of these three research projects we will highlight: a) the relevant theoretical
issue of the project; b) the research methods chosen in this project to inform the relevant
theories; and ¢) a summary of the insights drawn from our social constructionist approach to
each of the three respective projects. A concluding section is then offered to summarize and
integrate our social constructionist research efforts to understand the accounting profession.

Informal communications within public accounting firms

Our initial social constructionist research project embarked upon examining informal
communications within public accounting firms and the manner in which some of the
non-formalized, non-bureaucratic, non-rule oriented approaches were employed in public
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accounting firms to effect control (Dirsmith and Covaleski, 1985a, 1985b, 1987a, 1987b). Here
we sought to understand the possible roles of informal and non-formal communications and
mentoring in coordinating and controlling members of large public accounting firms. The
core notion that motivated this research project was that control is important within public
accounting firms for at least three reasons. First, within the US, the individual practitioner is
required by the American Institute of Certified Public Accountants’ first fieldwork standard
to supervise assistants (AICPA, 1978). Second, at an organizational level, public accounting
firms are required to have quality control standards which ensure that firm members comply
with auditing standards, such as the first fieldwork standard (AICPA, 1978). Importantly,
if either the supervision or quality control standard is violated, then the audit is judged to
be substandard with regard to conforming to generally accepted auditing standards. Thus,
auditors have a professional obligation to eftect good control. And third, as profit making
entities, public accounting firms need to exert control from a business standpoint. Despite
the importance of control, however, the guidance provided by generally accepted auditing
standards is itself quite general in nature, being limited to four paragraphs.

Theoretical issues

The driving theoretical issue pertains to how members of public accounting firms are
controlled. Perhaps naively, it may be presumed that the exercise of control lies in monitoring
conformity with formal audit programmes. However, as suggested by various sociological and
organizational theory views of control (cf. Larson, 1977; Ridgeway, 1983; Ouchi and Maguire,
1975; Ouchi, 1977) it may well be that the inherent complexity of what auditors do, expressed
in terms of task uncertainty, task inter-dependencies among audit team members, and a
possible lack of determinacy of relevant knowledge bases, serves to question the sufficiency
of a bureaucratic, rule-oriented, formalized approach to effecting control. With this in mind,
we reasoned that perhaps focus must be shifted to less formalized, more interpersonal,
context dependent approaches. Within the accounting literature, this shift in approach to
exercising control is most closely reflected by Boland’s discussion of control ‘over’ vs. control
‘with’ (Boland, 1979). Control ‘over’ is related to hierarchically structured, bureaucratically
operated processes in which orders and rules flow from the top of an organization down, and
performance reports and exception conditions flow up. Control ‘with’ is related to shared
realities that are the result of social interaction processes with the result of socialization into
a clan where values and beliefs that are shared serve as a basis for coordinated action without
orders and adjustment and without exception reports (Boland, 1979, p. 263).

Concerning the work processes of professions in general, Larson (1977, esp. Chapter 4; see
also Mintzberg, 1979, especially Chapter 19) took a similar position, stating that professions
selectively define those areas or tasks that are amenable or not amenable to standardization and
formalized communication, with those areas judged not so amenable dominating actual practice.
Jamous and Peloille (1970) also held that professions are characterized by a high ‘indetermination
technicality’ ratio, where technicality involves the tasks that can be mastered and communicated
in the form of rules, and indetermination involves those tasks not able to be committed to rules
which concern the individual’s talent or the personal charisma of the practitioner.

Research methods

Given this backdrop as to the importance of understanding the notion of control within
public accounting firms, a social constructionist approach to understand this issue through
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naturalistic/qualitative methodology was employed to examine informal communications in
large public accounting firms (for an extended debate on the use of naturalistic/qualitative
methods in accounting research, see Tomkins and Groves, 1983; Abdel-Khalik and Ajinkya,
1983; Morgan, 1983a, 1983b). The intent of our social constructionist approach was to
preserve some of the complexity and integrity of the phenomenon under study from the
viewpoint and using some of the language of the subject in a largely inductive, descriptive,
interpretive manner (Van Maanen, 1979a, 1979b; Edie, 1962). Typical of such studies, our
analysis essentially involved: (a) eliciting views and recounted experiences of participants
concerning informal communications, (b) analysing how these experiences impacted upon
the subject in their own terms; and (c) critically examining these experiences and perceptions
in an interpretive manner (Sanders, 1982; Garfinkel, 1967; Glaser and Strauss, 1967
Lazarsteld, 1972). The basic questions asked of all interviewees during the first phase of our
research included the following:

* Do informal communications exist in public accounting?

*  What is their nature?

*  Are they related to the performance of audit tasks, socialization, and the management of
power and politics?

*  How are these relationships manifested?

During the course of the interviews, no attempt was made to retain consistency in
the questions asked beyond those stated above. Rather, information gathered in previous
interviews was selectively shared with participants to engender further reflection and
discussion concerning issues thought to be critical by the participants. In addition, as the
study progressed, there was a tendency to emphasize the latter, more complex questions
as a consensus emerged concerning the simpler issues. As the study progressed, researcher
interpretations were shared with selected participants in order to elicit their views as to their

applicability.

Insights drawn from the research project

Based on our analysis of a variety of literatures, it became evident that informal
communication was a multi-theoretical construct, which is more complex than any one area
suggested. Ironically, based on the initial phase of our research, it also appeared to be limited
in understanding the role of informal communication in public accounting firms. That is,
it appeared to be at one end of a continuum, with formal communications at the other
end. The middle region appeared to be the domain of non-formal communications, which
seemed to have some degree of organizational sanction or at least recognition. One analogy
which proved to be useful was that formal communications are used to convey organizational
rules and laws, while non-formal communications convey and enculture people to conform
to organizational norms, while informal communications instruct as to organizational and
group mores. This observation led us to suggest that future research should seck to examine
the relationships among these three forms of communication.

More specifically concerning the relation between informal and formal systems, we
also questioned the prevailing view that informal and formal control systems are useful
compliments to one another and that they tend not to contlict (cf., Clancy and Collins,
1979). Our social constructionist research approach revealed, for example, that the informal
communication of salary information suggested that its inaccuracy, combined with the

20



Social constructionist research in accounting

interpretation that relative salaries communicate organizational values, might motivate
aberrant behaviour by organizational members. Another implication emerging from our
social constructionist approach was that the concepts of politics, power and paradox have
long remained unexamined by accounting researchers. Focusing on the basic definitions of
politics as being ‘sagacious in promoting policy’ and of power as having ‘the ability to get things
done’ (Websters), we questioned the wisdom of researchers ignoring the complex processes
that underlie the promotion and implementation of audit and practice management policies
(see Blau, 1964; Pfeffer, 1981 for useful discussions). In particular, we found the numerous
paradoxes that our inquiry touched upon (e.g. the profession vs business of auditing, cf.
Larson, 1977, the dramatized and documented vs the backstage and amorphous aspects of
the auditing craft, Meyer and Rowan, 1977) to be intriguing areas for future research. In
addition, we argued that the apparent ‘structuration’ (DiMaggio and Powell, 1983) of these
paradoxes, wherein their dialectic interplay is artificially contained by forcing the appearance
rationality (e.g. management of the ‘right’ numbers) on an essentially irrational situation, to
be worthy of future research.

In summary of our initial research project mobilizing a social constructionist research
approach to examine informal communications within public accounting firms, these
adopted research methods proved fruitful in identifying the complex and rich manner in
which some of the non-formalized, non-bureaucratic, non-rule oriented approaches were
employed in public accounting firms to eftect control.

Consistentwithasocial constructionistapproach we were able to reveal the mannerinwhich
such non-formalized, non-bureaucratic, non-rule oriented approaches were constructed
and employed in public accounting firms. The meaning of such informal approaches to
control became shared, thereby constituting a taken-for-granted reality. As observed in our
research project, these taken-for-granted realities of informal communications within public
accounting firms became cultivated from interactions between and among the individuals in
these public accounting firms who participated in the construction of their perceived social

reality.

The roles of MBO and mentoring in public accounting firms

The objective of our second social constructionist research project was to examine the roles
of MBO and mentoring in the exercise of control in professional organizations, specifically
the Big Six public accounting firms (Covaleski, et al., 1998; Dirsmith, et al., 1997; Dirsmith,
Samuel, Covaleski and Heian, 2005; Dirsmith, Samuel, Covaleski and Heian, 2009). In
contrast to MBO, mentoring, as an explicit managerial technique, isarelatively new ‘discovery’
of an ancient phenomenon (Mentor was the instructor of Ulysses’ son, Telemachus), for
‘in recent years there has been an explosion of interest in mentoring’ (Blackwell, 1996, p.
36). Sometimes also called coaching or counselling, it has gained support since the early
1980s as ‘part of an increasing tendency in employee development ... to move away from
centralized training programmes to individually tailored development’ (Townley, 1994, p.
123). Mentoring is driven partly by the ‘need to meet an organization’s goals,” including ‘the
need to develop effective leaders’ and ‘to extract full potential from all employees’ (Burgess,
1994, pp. 439, 445). It involves relations between senior managers and junior employees,
in which the latter can ‘become interwoven into an organization’s culture’ by efforts of the
former, who, embodying the ‘core values that best promote desired organizational culture,’
‘help frame the inculcation process’ as well as ‘help cultivate desired norms and values’
(Townley, 1994, p. 125).
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Theoretical issues

Mentoring appears as a technique by which junior members absorb, imbibe, and interiorize
the more subtle, tacit, and non-codifiable aspects of an organization’s goals, which are
embodied in superiors and with which they develop their new identities as firm members
(Kanter, 1977; Kram, 1983; Noe, 1988; Ragins, 1989). In addition, it has been held that the
relationship is interdependent in that both the mentor and the protégé engage in greater self-
disclosure of privileged information and take personal and career risks as the relationship
deepens; thus, mentoring predominately relies on a bi-directional discourse between the
protégé and mentor (Burgess, 1994). Research to date has generally tended to focus on key
phases and attributes of effective mentoring relations, examine its impact on the protégé’s
career and organizational performance, and explore differential access to mentors by women
and minorities (Kram, 1983). Research has stopped short of probing mentoring’s relation to
the power-resistance dynamic, the constitution of identity by organizational members, and
the mutual constitution of formal organizational practices and idiosyncratic social processes
(Townley, 1994).

The complex theoretical issues pertaining to managing professionals in formal
organizations are not new. The sociology of professions literature has long questioned
whether bureaucratically oriented control practices may be eftectively applied to such
professionals as doctors, lawyers, and university professors or whether control resides within
the individual as a consequence of a long-term process of socialization. Generally, it has been
concluded that because practitioners should have internalized the norms and standards of
a profession, the imposition of bureaucratic procedures is not only unnecessary, but it may
lead to professional-bureaucratic contlict and dystunctional behaviour (ct. Wilensky, 1964;
Raelin, 1986; Benveneste, 1987; for a critique, see Abbott, 1988; Fogarty, 1992). With the
purportedly widespread advent of the ‘knowledge professional’ (Zuboft, 1988; Peters, 1992),
this position on professional-bureaucratic conflict is also found in the more popular business
literature, with Drucker (1993, p. 279), for example, observing that knowledge professionals
are self~motivating, self-directed, and self-supervising by virtue of the fact that they are
professionals. Such an interpretation of controls either residing in a bureaucratic structure
or in the professional fails to recognize the potential interpenetration of mutual constitution
of forms of control in contemporary organizations, an interpenetration evident in the quotes
that opened this paper.

Foucault’s work was usetul in complicating our understanding of MBO and mentoring in
contemporary organizations. Regarding Foucault’s notion of the calculated, Townley (1993,
p. 526) theorized that human resource management (HRM) provides measurement of both
physical and subjective dimensions of labour, oftering a technology that renders individuals
and their behaviour predictable and calculable by providing performance appraisal systems
that bind individuals to a measuring system with which they may come to define their
organizational reality and their own identities. Townley specifically identified MBO
(1993, p. 532; 1994, pp. 67-73) as one form of disciplinary technology that secks to render
individuals recordable, visible, and calculable by comparing an individual’s documented goal
achievements with organizational norms. She theorized that MBO renders time and activity
productive, as in Foucault’s (1979, p. 160) ‘capitalization of time,” wherein certain objectives
are to be achieved within specified time limits using a productivity rating index that performs
a panoptic surveillance function. When applied to such judges of normality as professional
accountants, MBO may be seen as a form of judging the judges (Foucault, 1979, p. 295; see
also Rose, 1988; Knights, 1992).

22



Social constructionist research in accounting

Regarding the notion of avowal, Townley (1994, 1995) theorized that HRM practices
may be seen as forms of technology of the self-embodied by a series of discursive practices
by which subjects come to be tied to their identity (see also Ashforth and Mael, 1989).
Identifying mentoring as one specific form of technology of the self, she emphasized the
techniques by which people are urged to talk about themselves and thus recognize and
become tied to the ‘truth’ of what they say. According to Townley (1993, pp. 531-537),
mentoring infuses the protégé with the norms and values of the organization and absorbing
these values leads to the protégé’s identity as an organizational subject who may exert self-
discipline within organizational coordinates. Moreover, she agreed with Rose (1990, p. 240),
who stated that ‘in complying, persuading and inciting subjects to disclose themselves, finer
and more intimate regions of personal and interpersonal life come under surveillance and are
opened up for expert judgment and normative evaluation, for classification and correction.’
Mentoring is linked to Foucault’s conception of technologies of the self in that it involves
a relation between two persons in which the protégé verbalizes the intimate details of his
or her life to the mentor, who interprets them and guides the protégé, thus transforming
the protégé’s subjectivity. In so doing, the mentor also verbalizes his or her own values and
intentions, seeking to offer an exemplar of subjectivity rooted in organizational imperatives
— subjectivity that duplicates the organization.

Using Foucault’s theorizing, our purpose was to demonstrate that both MBO and
mentoring, as managerial programmes differentially aimed at constituting the subjectivities
of organizational members, involve relations of power that are linked with regimes of
knowledge. MBO, insofar as it requires a careful drafting of goals and calibration of
performance measurements, embodies elements of disciplinary techniques that render
partners calculable, fit them into a grid in which they are compared with peers, and thus
subject them to forces of normalization. In addition, insofar as it also requires yearly
counselling sessions between supervisors and subordinates, MBO contains elements of
a formal system of avowal, as partners must talk about the details of their performance,
emphasizing their failings and remedies for overcoming them, thus adding to the force of
normalization. Mentoring, insofar as it relies primarily on an intimate, bidirectional, ongoing
discourse between mentor and protégé, is predominately a form of avowal in which the
subject partner is discursively constituted. Moreover, we demonstrated that it is through
the partially conflictual, partially complementary inter-relationship between MBO and
mentoring that power and resistance are exercised in the Big Six firms. More specifically,
we were able to examine the role of mentoring along three main, interdependent axes:
(1) the application of formal bureaucratic or, in Foucault’s terms, disciplinary techniques
to render partners calculable; (2) the adoption of techniques of the self (in particular the
process of avowal), which involves a discourse between a ‘novice’ and a ‘guide’; and (3) the
emergence of conflictual and complementary interrelations between these techniques that
involve the exercise of power and its resistance, in which disciplinary techniques and avowal
become intertwined and the identities of partners are forged. Generally, it is theorized that
it is at the intersection of these techniques of discipline and the self that the individuals
objectified and transformed into a manageable and self-managing subject. Here, we seck to
describe how ‘power seeps into the very grain of individuals, reaches right into their bodies,
permeates their gestures, their posture, what they say, how they learn to live and work
with other people’ (Foucault, 1979, p. 28). In doing so, we intended not only to show how
contemporary managerial programmes of control are directed at constituting the subjectivity
of partners as duplicates of the organization, but also able to provide some conceptual tools
useful in developing a critical theory of organizations.
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Research methods

Anchored in the social world of auditing practice, we began our fieldwork on this project
with neither any particular theoretical perspective nor research method in mind. In order
to better understand our field observations, we immersed ourselves in diverse theoretical
literatures including the work of Foucault (for further discussion of how Foucault has been
used in accounting research, see Gendron and Spira, 2010), the sociology of professions (e.g.,
Abbott, 1988, referred to earlier in the paper), symbolic interaction (e.g., Strauss, 1978; Hall,
1997), structuration (e.g., Giddens, 1984), and deconstruction (e.g., Derrida, 1976a, 1976b),
especially as applied by Frug (1984). While each of these theoretical perspectives brings into
sharp relief differing facets of substantive domains, they share a common focus of emphasizing
the interplay between social/interpersonal actions and structural/organizational forces. For
instance, Foucault emphasized how ‘disciplinary power’ (the structural/organizational) works
through the action of the norm exemplified by such surveillance techniques as examinations,
dossiers and what he called the ‘capitalization of time’ in which objectives are to be achieved
within specified time limits using a productivity rating index (MBO in our case); this is
set against ‘pastoral power’ (the social/interpersonal) in which the individual who speaks
to a guide (the mentor in our case) identifies with and avows what is being said, thereby
constituting his/her self-identity.

Similarly, symbolic interaction focuses on the constitution of social realities in and
through such interactional strategies as negotiation, conflict, manipulation, coercion,
and power brokering (the interpersonal), which are influenced by existing rule systems,
norms, laws, and societal expectations (the structural); in turn, it examines the interplay of
applying power by individuals (the social and refers to the control of resources, including
information, by individuals), and meta-power (the structural and refers to those strategic
activities that establish or modify the rules of the game by which social actors have to play
to attain their ends). Within the structuration account, focus is placed on examining the
production, transformation, reproduction, and dissolution of social institutions by specifically
incorporating both the concepts of structure (such as the codes, rules and standard operating
procedures) that influence and are influenced by social actions of organizational actors in their
day-to-day activities. Here, the social and the structural are intertwined with one another
such that structures are understood to inhere in social relations that are at once constrained
and promoted by organizational routines; according to this perspective, structure, broadly
construed, influences the social interactions, even the sanctioned language forms used (e.g.,
in public accounting, a focus on ‘realization rates’), taking place within organizations, which
are nevertheless transformed through the social actions of individuals, who, in applying facets
of formal organizational structure, subtly modify them over time.

The empirical portion of this study may be described as an ethnographic, interpretive
field study (Van Maanen, 1988; Lincoln and Guba, 1985; Agar, 1985; Giddens, 1984). We
intended to examine certain facets of structural and social change, and resistance to this
change vis-a-vis the control practices deployed Big 6 firms, using the language of the
participants and conducting analyses in a largely inductive, descriptive manner. We identified
the formal control practice of MBO and the social process of mentoring as important in
the firms during the first phase of the study, as opposed to being a priori foci (Dirsmith and
Covaleski, 1985a, 1985b). We developed the categories differentiating them during fieldwork
as first order interpretations (Lincoln and Guba, 1985, pp. 347-351). Furthermore, during
this first phase of the study, begun in 1980, our intent was to reveal the forces shaping the
application of organizational control from the perspective of the practitioner component.

24



Social constructionist research in accounting

Interviews ranged from one to six hours, and averaged more than two hours. They
featured individuals representing, in ascending order, statt members, seniors, managers and
partners, predominantly from five eastern cities and one mid-western city. We shared our
interpretations pertaining to MBO and mentoring with participants so as to refine those
interpretations and develop further, participant-oriented questions (see also Dirsmith and
Covaleski, 1985a, 1985b; Van Maanen, 1988).

During the second phase of the study, we shared formal reports pertaining to the first
phase with the participants and with other firm personnel. Following the distribution of
these reports, a number of partners and managers contacted us in order to discuss our initial
findings; describe how our results affected their own views of management control; and
place their experiences subsequent to the first phase into context using our interpretations to
illuminate their lived experiences. These partners and managers encouraged us to extend our
study to help them better understand the evolving nature of management control as related
to change within the firms and to ascertain whether other individuals in their own teams,
and at other firms were experiencing similar challenges. We focused the second phase of
our study mainly on understanding management control and efforts in use to effect change,
primarily from the perspective of the administrative component.. We attempted to maintain
some distinction between those two components, as symbolized for us by two distinct
data analysis phases, in order to derive added insights into their interrelationships. In this
second phase of the study, we interviewed individuals from all ranks, although managers
and especially partners within the administrative component of the firms predominated.
Individuals participating in this phase of the study included such administrative partners as
international office personnel up to and including the rank of international firm directors and
deputy directors of accounting and auditing, national office personnel up to and including
the rank of two recently retired senior managing partners, and managing partners at the
senior, deputy, regional and practice office levels.

Following ethnographic prescriptions, we took a number of steps to ensure the
trustworthiness of the study. First, we used multiple sources to corroborate pertinent
observations and examined and reconciled inconsistent observations. Second, the functions
of data collection and interpretation were partially segregated. Third, we returned transcripts
of life history narratives for editing by participants. Fourth, we performed extensive member
checks by sharing interpretations with participants to ascertain whether they considered
how we described their lived experiences appropriate, and we distributed formal reports
and interim publications to those expressing an interest in the ongoing study. Fifth, we
paid attention to ensuring the ‘auditability’ of our field notes and transcripts. And sixth, the
researcher conducting the direct observation portion of the study kept a daily journal of his
fieldwork and was interviewed as a subject to reflect on his research as a lived experience
(Lincoln and Guba, 1985; Van Maanen, 1988; Manning, 1995; Knights, 1996). Foucault
(1983) observed that turning real lives into written texts is itself a technique of objectification
and subjection.

Insights drawn from the research project

In summary of the insights drawn from our social constructionist approach to our analysis of
MBO and mentoring, we were able to discover that MBO is one of an array of disciplinary
techniques in public accounting firms whose involvement in the social construction of
subjective reality is beginning to be explored in the accounting literature (Arrington and
Francis, 1993; Hopwood, 1996). Although accounting as a disciplinary practice itself has
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been examined in prior research (e.g., Miller and O’Leary, 1987; Rosenlender, 1992), other
surveillance techniques applied within public accounting firms include audit engagement
time budgets (McNair, 1991; Coftey, 1994; Dirsmith, et al., 1997), audit sampling (Power,
1997), audit risk assessments (Haskins and Dirsmith, 1991), expert systems (Fischer, 1996;
Rosen and Baroudi, 1992; Sakolsky, 1992), materiality judgments (Carpenter, Dirsmith and
Gupta, 1994; Brunsson, 1993), and peer review (Fogarty, 1996). In addition, MBO may be
melded with techniques such as budgeting (Drucker, 1976) and total quality management
(TQM) (Emerson, 1996). Similarly, mentoring joins such other techniques of the self as
formal training programmes and socialization practices (Fogarty, 1992), formal counselling
sessions for staft auditors (Grey, 1994), and formal mentoring programmes for staff auditors,
especially for women and minority group members, for whom informal mentoring
may be less available (Townley, 1994, p. 125; KPMG Peat Marwick, 1996). Such a social
constructionist approach to the role of MBO and mentoring provides an analysis that
contrasts with the predominant research in the accounting literature, which is represented as
authoritative accounts of an objective reality.

Furthermore, we were able to identify that the firms, deriving from the benefits to protégés
and mining the nature, extent and consequences of mentors, benefitted by non-formal
communications and mentoring on having better educated members who possessed the
conduct of the audit. That is, the firms were able to focus on how auditing is done — the process
rather than the technology of auditing. As noted earlier, their impact on performing audit tasks
characterized by high variety and audit surveillance activities appear to be particularly fruitful.
The second front is more concerned with coordinating and controlling organizational members
from a control theory standpoint. Consistent with the reasoning advanced by Mintzberg
(1979) and Ouchi (1977) it appeared that coordination and control within public accounting
firms resided largely in the individual rather than through the external and formal application
of bureaucratic rules, sanctions and rewards. As discussed by Larson (1977) the person rather
than the task is programmed to think and do in a certain manner within a profession. This
programming appears to have involved the broad socialization of the individual into the
profession. Consequently, a major implication derived from our social constructionist project
was to underscore the need to examine the socialization process in the public accounting
profession that, in part, involves mentoring relationships. In short, it is noteworthy to point out
that the processes of conducting audits and managing a practice are co-mingled, and that it may
therefore be necessary to examine practice management philosophies and techniques in order
to fully understand auditing as a discipline. Consistent with a social constructionist approach,
we were able to reveal the manner in which MBO and mentoring were constructed and
employed in public accounting firms. The meaning of MBO and mentoring became shared,
thereby constituting a taken-for-granted reality. As observed in our research project, these
taken-for-granted realities of MBO and mentoring within public accounting firms became
cultivated from interactions between and among the individuals in these public accounting
firms who participated in the construction of their perceived social reality.

The battle of knowledge experts within the auditing profession

Our third major research project was anchored in the sociology of professions, institutional
theory, and outsourcing literatures, and mobilized a social constructionist approach to
examine the accounting profession and the dramaturgy of exchange relations among the
Big Five public accounting firms, the American Institute of Certified Public Accountants
(AICPA), the Institute of Internal Auditors (IIA), and the Securities Exchange Commission
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(SEC), as it concerned the outsourcing of internal audit services to international external
audit firms (Covaleski, Dirsmith and Rittenberg, 2003; Rittenberg and Covaleski, 2001).
By probing this professional field, we were able to address the following central research
question:

What is the nature of the jurisdictional dispute/ dramaturgy of exchange relations among
the international public accounting firms, the AICPA, the IIA and the SEC concerning
the outsourcing of the internal audit function to external auditors?

Theoretical issues

The core theoretical argument that served as a basis for inquiry into the accounting profession
was that an organizational professions’ basic power strategy and corresponding legitimating
discourse lies in obtaining and displaying appropriate credentials that support the individual
practitioner’s claim to esoteric knowledge (in the case of internal auditors, this would entail
passing the Certified Internal Auditor, CIA, examination administered by the IIA). The
second legitimating discourse lies in developing a knowledge base and repertoire of skills that
are specific to serving the particular organization within which the professional is housed.
Such development, while pertinent to the organization by definition, is localized in nature
and hence is not able to be committed to abstract, generalized codification that can be applied
to other settings (for related empirical support in non-professional settings, see Burris, 1993;
Casey, 1995; Greenwood, Suddaby and Hinings, 2002; Hinings, Brown and Greenwood,
1991). Reed (1996, p. 588) hypothesized that ‘Organization specific expertise may become
increasingly problematic as an effective power base when movements within the wider
international political economy seem to push inexorably towards generality, mobility and
flexibility’. The result is a legitimation crisis for the organization and in consequence for the
organization-based profession which, as stated above, was the core argument that motivated
our research project.

Furthermore, shaping the jurisdictional disputes of organizational professionals is an
institutional environment, that Reed (1996, p. 586) characterized as being comprised of
the ‘state, political ideologies and policies highly suspicious of, if not downright hostile to,
professional power.” Such an environment of suspicion tends to lead to both fragmentation
among professionals and dramatic jurisdictional disputes. Reed (1996, p. 582) theorized that
‘[ T]he ‘technologists of control’ may become even more divided amongst themselves as they
struggle to come to terms with the radical organizational and institutional changes which
they have played such a vital role in creating.” It is within such an institutional environment
of jurisdictional disputes that we examined the forces at play in the accounting profession.

Most importantly as it concerned our analysis, Meyer (2002; see also Meyer, Boli and
Thomas, 1997) applied institutional theory to examining the expansion and standardization
of ‘proper’ organizational practices across nations and social structures, as well as addressing
the question of ‘how globalization produces a world of argentic empowered, and managed
organizations that function as rational and dramatic actors.” He reasoned that with
globalization come new forms of nagging uncertainty. This uncertainty, knowledge experts
contend, may be rationalized in a manner that enables responsible, progressive organizations
to treat uncertainty as an opportunity rather than a threat, thereby creating a ‘risk society’
wherein risk may be scientifically managed (this treatment of risk, in turn, blends nicely with
attempts to introduce the ‘risk audit’ as a new form of ‘value added’ professional service by the
Big Five firms; Beck, 1992; Fischer, 1996; Power, 1997, 2000). Thus, ‘not only technologies,
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but also sovereign decision making capabilities, and coordination and control systems, need
to be upgraded in the globalized world” (Meyer, 2002, p. 34). With this enlightened, liberated
view, however, comes the destruction of old practices, provided in part by the state that once
oftered security and constraint.

Another theoretical tradition that guided our project was the outsourcing literature, where
the primary rationale for outsourcing organizational functions has been predominantly
characterized in economic terms: within a ‘new competitive landscape’ demanding a
reduction in costs, organizations can manage their capacity more efticiently and enhance
their flexibility by focusing on their ‘core activities’ and outsourcing their ‘non-core
activities’ to external contractors. The company thus averts the high costs of recruiting,
training and paying an internal workforce, though it incurs both a higher marginal cost of
paying contingent workers and a potential cost of giving up the advantage of utilizing unique
local knowledge in advancing the firm. Moreover, organizations may gain access to a wider
range of publicly available information, though it may also ‘leak’ proprietary information
to contingent workers, thus impacting the organization’s competitive advantage (Berman,
Down and Hill, 2002; Davis-Blake and Uzzi, 1993; Nonaka, 1994).

Research methods

Consistent with a social constructionist approach, evidence in this research project was
gathered through a latent content analysis of archival material supplemented with a limited
number of discussions with prominent actors from these groups to elicit their guidance
on accessing relevant material. According to Berg (1989, p. 107), latent content analysis
represents an ‘interpretive reading of the symbolism underlying the physically presented
data’ and thus focuses on ‘the deep structural meaning conveyed by the message’. Although
there are dangers inherent in the drawing of inferences from such symbolism, it nevertheless
serves as a very useful approach in examining archival material complicit in the exercise of
power and exertion of influence (Merton, 1968, pp. 366-370). These dangers may, however,
be mitigated by incorporating independent, corroborative techniques to methodologically
triangulate on the phenomena of interest, as well as including detailed excerpts from material
examined to substantiate interpretations (Berg, 1989, p. 107).

Within our work, we attempted to ensure the trustworthiness of findings in several
ways. For example, we had at least two researchers interpret the same archival material until
an agreement was reached as to its meaning; after following this protocol, there were no
disagreements on any of the material examined. Multiple sources of archival material were
also examined whenever possible (e.g., not only were SEC member speeches examined, but
also press coverage of these speeches). Information within institutions examined were used
whenever possible to guide us to especially important material as well as to ascertain if the
manner in which we ‘bracketed’ archival material made sense to them. We also felt that it was
important to include within this paper exact, relatively lengthy, quotes from archives in order
to avoid the potential flaw of quoting out of context and substantiate interpretations. Finally,
we examined archival material until a point of evidential saturation was attained (Lincoln and
Guba, 1985; Van Maanen, 1988).

Archival material took the form of both public and private records (Denzin, 1978;
noteworthy was the striking consistency with public and private knowledge in outsourcing
expert services) as well as business press coverage of the events examined (Herman and
Chomsky, 1988; Zelizer, 1992). Public material included: IIA exposure drafts of proposed
standards and definitions of internal auditing; AICPA audit guides, ethics code rulings and
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Public Oversight Board Reports, professional accounting association meetings pertaining to
the XYZ credential; speeches by Big Five firms’ members, IIA officers and SEC officials; SEC
enforcement and ‘no action letter’ correspondence with regulatees; and IIA standards and
information pertaining to its history, membership, and functioning. Private material included
IIA board meeting minutes, memoranda, and correspondence files of key social actors. Press
coverage involved minutes of CNBC, CNN and C-Span broadcasts, and articles, editorials,
and advertisements appearing in the Wall Street Journal, Fortune, Business Week, Public Accounting
Report, New York Times, Journal of Accountancy, Internal Auditor, and Accounting Today.

Insights drawn from the research project

This array of theories, methods, and data embedded in our social constructionist approach
to these sensitive social dynamics amongst the professions provided results that pointed to
the ability of a prominent, resolute component of a profession being able to temporarily
overcome the coercive force of government (DiMaggio and Powell, 1983), in part by
co-opting its professional adversary, the IIA, in the jurisdictional dispute. Reminded by
the Big Five that they comprise five of the ten major members of the IIA and provided
a very significant portion of the IIA’s financial support, the rhetoric of resistance quickly
became infected by the rhetoric of ‘knowledge speak’, as the coercive force of the Big Five
engendered mimetic isomorphism on the part of the IIA (DiMaggio and Powell, 1983).
The IIA, too, spoke of a concern with internal audit services being ‘world class’, being
subject to the discipline of ‘market forces’, ‘adding value to the client’, being intimately
linked to the ‘client’s value chain’, all the while ‘co-opting organizational knowledge’, and
being redefined as a ‘consulting activity’, wherein CPAs are really ‘affiliates’ of the internal
auditing profession rather than adversaries. But then, faced with an IIA membership petition
encouraging members to not re-elect the board members, the IIA leadership once more
reversed itself to cautiously oppose outsourcing in SEC hearings.

Meanwhile, from the SEC’s perspective, given an expanding set of issues to be addressed
with a dwindling resource base and Congressional philosophical quandaries as to regulation
in a knowledge era, as well as campaign contributions to strategically important members of
Congress by the profession, external auditors went from a status of potentially ‘losing their
souls’ to once more become ‘the noblest of professions’ guarding the ‘sanctity and purity of
numbers’ in the ‘emerging information age’. The rhetoric of confrontation became replaced
by rhetoric of appeasement (Dacin, 1997; Oliver, 1991, 1997) as the jurisdictional boundaries
became re-drawn to hopefully become once more taken for granted. But then, external
events in the form of Enron’s bankruptcy compelled reconsideration of barring internal
audit services and increasing the intensity with which the SEC monitored the profession
(New York Times, 2002).

We also found the marketization or ‘monetization’ of the two codes of ethics to be complicit
in the transformation of professional endeavour (Abbott, 1988). The AICPA’s Code of Ethics
proved to be elastic enough to merely need an interpretation to temporarily at least grant
CPAs the jurisdiction of performing internal audit services for external audit clients, subject
to such provisos that the management of such services would remain within the client; such
provisos, however, may also prove elastic as the CPA as ‘knowledge professional’ ascends
the ‘value chain’ to render new ‘platforms of services’ where they ‘implement and manage
audit control systems’, and marketing brochures promise to ‘assist management in planning
and executing the internal audit process’. Meanwhile, the IIA’s code proved to be less elastic
in that a mere interpretation would be insufficient, but still malleable in that an exposure
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draft would, for example, drop the concept of independence as not applicable to human
internal auditors. Thus, independence appeared to have become at least partially obsolete in
legitimating the profession as is traditionally held — at least until the Enron debacle when an
apparent lack of independence caused a major diminishment of the profession’s credibility.
Instead, consistent with Abbott’s (1983) position that crafts attain ‘professional heroism’ not
so much by having codes of ethics, but by ‘confronting the charismatic disorder of clients’,
we found that ‘independence’ may be ultimately replaced by the concept of ‘value-added’,
deemed more relevant for the new ‘information age’ by both external and internal auditors.

Finally, our results vibrantly corroborate the theorizing found in the sociology of
professions area (Abbott, 1988; Freidson, 1994; Reed, 1996), that the transformation of a
jurisdiction should be accompanied not only by conflict, but also by modification of both
codes of ethics, as above, and the profession’s abstract system of knowledge. Indeed, through
our social constructionist approach, we found that the profession of knowledge work was
highly abstract and reliant on a series of societally prized, though vaporous, even mythical
concepts. We were able to provide insight as to the transformation of jurisdiction within
the accounting profession and the manner in which such jurisdiction was constructed and
employed. The meaning of the profession’s abstract system of knowledge became shared,
thereby constituting a taken-for-granted reality. As observed in our research project, these
taken-for-granted realities of an abstract system of knowledge within the profession became
cultivated from interactions between and among the individuals in the various critical actors
and agencies identified in this project that participated in the construction of their perceived
social reality.

Concluding discussion on a social constructionist approach to
accounting research

Much of our social constructionist approach to accounting research has drawn on
Burrell and Morgan’s (1979) analysis of the ontological and epistemological assumptions
underlying organizational theory (e.g. Tomkins and Groves, 1983) as well as Bernstein’s
(1976, 1983) critique of hypothetico-deductivism (e.g. Chua, 1986a, 1986b). The sources
of our inspiration for social constructionist research, however, have tended to dwell on the
philosophical underpinnings of various research perspectives rather than on the conduct of
empirical research per se. We have focused, by contrast, on our efforts to empirically probe
a subjective, indeterminate social reality in field settings. The adoption of such a subjectivist
ontological stance was, in turn, seen as necessitating our epistemological position enabling
us to gain an in-depth understanding of the meanings attributed to the social dynamics in
the accounting profession. To access such meanings, we needed to primarily use qualitative
research methods involving close engagements with the research subjects and intensive field
observations. The dominant theme throughout our three major research projects was that to
understand the accounting profession we needed to study the inter-personal and linguistic
interactions of the social actors who inhabit the profession.

For example, one approach we have found usetful in doing our field research is dialectic
analysis. In contrast with the traditional perspective in which reality is seen as objective,
empirical and rational, and where attention is directed at better knowing and representing
it, the emergent perspective sees reality as subjective, ill structured, complex, anomaly-
filled, fluid, and socially constructed. This latter stance is consistent with ontological and
epistemological assumptions of idealism and existentialism, respectively. The existentialist
stance assumes that reality is too complex and ill structured to be meaningfully represented
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by any one set of data, theoretical perspective or patterned explanation, no matter how
comprehensive they may appear. As such this existentialist perspective uses conflict and
tension among difterent data sets, propositions, and social actors to acquire new knowledge
by means of creating a tension or dialectic opposition among the conflicting elements.
In short, they juxtapose a thesis in the form of, for example, a theory or data set, and its
antithesis, in the form of, for example, a competing theory or different data set that may
refute the original thesis.

The result of this dialectic process is a synthesis that may seck a resolution between the
conflicting elements or even an entirely new conception of the phenomena of interest that
would, in turn, serve as a thesis in subsequent iterations. But here, the synthesis produced
by the dialectic process is not one of rational debate. Rather, it emphasizes subjectivity and
introduces the individual and the individual’s values as a necessary ingredient for assessing
tension. Thus, synthesis comes about as a social process wherein subjectivity inheres
in the process, thus the importance of a social constructionist approach to our research
agenda. Synthesis should result in a neutral conception of reality that represents a higher
understanding of the problems, issues, premises, and assumptions confronting the subject
and researcher. This process tends, therefore, to be nonprogrammable and non-routinizable
in nature, and any resulting internal consistency and consensus invite scepticism: too much
agreement across theoretical perspectives, data sets, individuals, etc. invites the researcher to
think that the complexities and indeterminacies of the phenomena under investigation are
insufficiently understood and to initiate deeper probes; too little agreement implies the need
for more general probing and deeper penetration into the phenomena under study.

To the extent that the social construction of reality is generally a long-term, gradual process, our
research strategy has been to build upon a knowledge of context, both historically (for example,
by reviewing archival material concerning the organization and its external constituents) and
for the contemporary organization — societal context (for example, by conducting interviews
with both organizational members and external constituents and by reviewing relevant
documentary material). The relevance and benefits of our choice to use qualitative, naturalistic
research methods was better appreciated as we immersed ourselves in the substantive domain
of the public accounting firms. Our general body of research may be described as interpretive
fieldwork within which we implemented a full array of strategies. Accordingly, the combination
of the three rich and inter-related research projects pertaining to the social dynamics of the
accounting profession, as captured by our social constructionist research approach, entertains
the possibility that ‘professionalism’ is an idea whose time has passed, or never existed.
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Interpretive research in accounting

Past, present and future

Kari Lukka and Sven Modell

Introduction

Over the past thirty-odd years a broad and rather diverse research tradition known as
interpretive accounting research (IAR) has evolved and made significant contributions to our
understanding of accounting as an organisational and social practice. This research tradition
has provided room for a multitude of voices reflecting the diversity and richness of what is
understood as falling under the IAR label (see e.g., Ahrens ef al., 2008). But in doing so it has
also defied straightforward definition and, at times, accounting scholars seem to find it difficult
to agree on the characteristic features of IAR and its distinctiveness as a coherent research
programme. Adding to these difficulties of unequivocal delineation, IAR partly overlaps and
is sometimes equated with other categorisations such as ‘qualitative’, ‘alternative’ or ‘inter-
disciplinary’ accounting research (see e.g., Baxter and Chua, 2003; Ahrens and Chapman,
2006; Parker, 2012). In this chapter, we seck to bring some clarity to the issues of what may be
seen as the core consequential features of the interpretive research tradition in accounting and
how our understanding of this topic has evolved over time. We pay particular attention to the
underlying philosophical premises of this research tradition and discuss how researchers have
conceived of the ontology and epistemology underpinning IAR. We also discuss the over-
riding methodological implications of these premises, although a more detailed treatment of
the specific research techniques associated with IAR is beyond the scope of our discussion and
will be more extensively covered in other chapters in this volume.

We start by outlining the foundations of IAR as they evolved in the 1980s, and then map
subsequent developments and illustrate how this research tradition has evolved into a set of
somewhat different strands of scholarship, with distinct foci and emphases, whilst still retaining
key philosophical and methodological elements associated with this tradition. This provides
a reasonably comprehensive overview of the historical development of IAR and what may be
described as its current state. Throughout this discussion we mainly focus our attention on
central debates featuring in leading research journals associated with the interpretive tradition.
Having reviewed these historical developments, we then reflect on what might constitute
future trajectories and challenges for IAR before concluding our discussion.
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The foundations of interpretive accounting research

What has come to be known as IAR started to develop into a more distinct research tradition
in the first half of the 1980s. However, the advent of IAR should be understood as part of
a longer development whereby academic research on accounting was gradually redirected
from being dominated by a largely technical and normative emphasis to understanding
the roles of accounting practices by considering their psychological, organisational and,
somewhat later, societal context. Starting with Argyris’ (1952) seminal study of the effects of
budgets on human behaviour, a growing body of behavioural accounting research drawing
on psychology and social psychology evolved in the 1960s and 1970s. Notable advances
in this vein include the studies of budgeting by Stedry (1960) and Hofstede (1968) and
culminated with Hopwood’s (1973) classic work on how different budgetary performance
evaluation styles affect managerial attitudes and behaviours. In the 1970s, this strand of
accounting research evolved further by borrowing heavily from organisational contingency
theory to examine how the design and eftectiveness of management accounting and control
systems vary with differences in organisational environments, structure and technology (see
Otley, 1980). It is worth noting that whilst these early works certainly paved the way for the
subsequent emergence of IAR, their ambition was also to distance accounting research from
purely normative, ‘armchair’ theorising by advancing empirical research. In doing so, they
challenged the view of accounting as a purely technical exercise by opening doors towards
management studies and a wider range of social science disciplines.

Parallel to the continued growth in behavioural and contingency theory-based research,
accounting scholars began to engage with emerging trends in sociology and political
science inspired by the social constructivist turn in the philosophy of science (e.g., Berger
and Luckman, 1967). A key outlet for much of this research was the journal Accounting,
Organizations and Society, which was founded by Anthony Hopwood in 1976 and which has
continued to be one of the premier outlets for IAR to the present day. Following calls in this
journal for expanding research to explore the wider roles of accounting in organisations and
society (Burchell et al., 1980) and for behavioural accounting research to pay greater attention
to social aspects (Colville, 1981), accounting researchers started to apply research approaches
inspired by broader notions of rationality (e.g., Cooper et al., 1981), institutional theory (e.g.,
Covaleski and Dirsmith, 1983) and structuration theory (e.g., Roberts and Scapens, 1985) to
name but a few novel perspectives. In contrast to research inspired by contingency theory,
these approaches extended the conception of the context in which accounting operates to
include a broader range of cultural and socio-political aspects and fostered more innate
concerns with how accounting is implicated in mediating power struggles and settlements
between contflicting interests in and around organisations. This development coincided with
growing recognition of the possibilities offered by qualitative research methods and the
use of case studies as a legitimate strategy of inquiry (e.g., Higg and Hedlund, 1979) and
dovetailed into the fledgling IAR tradition. The first major, programmatic statement putting
such research more firmly on the map was provided by Tomkins and Groves (1983) and was
followed by similar attempts to locate accounting research within different paradigms by
Hopper and Powell (1985) and Chua (1986) over the following years.

To Tomkins and Groves (1983, p. 364) the key concern was to break with the long-
standing tendency of the social sciences (and much accounting research) to emulate the
natural sciences and compel accounting researchers to ‘acquire an intimate knowledge of
. The pursuit of such a ‘naturalistic’
approach was seen as particularly useful when the accounting phenomena of interest are
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the relevant human behaviour “in its natural setting
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viewed as socially constructed or a product of highly subjective projections of the human
mind. The adoption of such a subjectivist ontological stance was in turn seen as necessitating
an epistemological position enabling researchers to gain an in-depth understanding of the
meanings attributed to accounting practices by those involved in, or aftected by, their use.
To access such meanings, Tomkins and Groves (1983) advocated the use of qualitative
research methods involving close engagements with research subjects and intensive field
observations, such as grounded theory, ethnomethodology or various phenomenological
approaches. Similar portrayals of IAR can be found in Hopper and Powell (1985) and Chua
(1986). To the best of our knowledge the term IAR was first used by Hopper and Powell
(1985). Drawing more explicitly on Burrell and Morgan’s (1979) influential classification
of organisational sociology into distinct and incommensurable paradigms, both Hopper and
Powell (1985) and Chua (1986) located IAR towards the subjectivist end of the paradigmatic
spectrum as opposed to the objectivist position guiding functionalist accounting research
dominated by contingency theory and economics-based approaches. They also distinguished
it clearly from critical accounting scholarship informed by a more politically engaged agenda
aimed at imbuing research with radical social critique and an explicit ambition to further
human emancipation.

What is noteworthy about these early attempts to define IAR, however, is that they all
sought to distance themselves from the most extreme forms of subjectivism often associated
with Burrell and Morgan’s (1979) characterisation of interpretive research. Tomkins and
Groves (1983) expressed scepticism concerning the usefulness of ‘pure’ phenomenological
approaches, exclusively concerned with individuals’ subjective imaginings of the world, as a
basis for empirical accounting research. Similarly, Hopper and Powell (1985) cautioned against
adopting an essentially solipsist position whereby social reality is reduced to nothing more
than individual consciousness. Chua (1986) also emphasised the need to conceive of reality as
constituted by collectively negotiated (or intersubjective) meanings that, over time, become
objectified and imbue accounting with reasonably stable though not immutable properties.
This shows how some consensus around a view of the world as a socially constructed space —
a space in which researchers are interested in people’s subjective meanings and intentions but
also in their ability to communicate and collaborate with others — emerged at an early stage of
the evolution of IAR. The advances reviewed above were also in agreement about the need to
combine such an ontological position with an epistemology geared towards unravelling the
context-specific meanings of social actors through the adoption of a pronounced ‘insider’,
or emic, view as opposed to a more distanced, etic, perspective on accounting practices
(ct. Pike, 1954; Denzin, 1983; Headland, 1990). The nurturing of such a position requires
researchers to pay careful attention to the interests and intentions of human beings as socially
embedded agents in order to develop an in-depth understanding of how accounting becomes
meaningful and consequential in specific instances of time and space. The methodological
imperative typically associated with such an epistemological stance is to adopt intensive,
qualitative research methods that enable researchers to produce rich accounts, or ‘thick
descriptions’ (Geertz, 1973), of how accounting operates in its natural context. It is through
such textual practices that researchers demonstrate an intimate familiarity with accounting
as a lived experience and convince readers of the veracity of their field observations (see e.g.,
Baxter and Chua, 2008a; Lukka and Modell, 2010).

Another notable feature of the early attempts to define IAR, which was significantly
inspired by Burrell and Morgan (1979), is their ambition to position it as a distinct ‘alternative’
to especially ‘mainstream’ accounting research falling within the functionalist paradigm (see
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especially Chua, 1986). This tendency to define the interpretive tradition in opposition
to more functionalist approaches has continued to the present day (see e.g., Ahrens et al.,
2008; Ahrens and Chapman, 2006; Parker, 2012) and has contributed to its distinctiveness,
but also to a lack of dialogue and exchange of insights across what appears to be a rather
firmly established paradigmatic divide (Lukka, 2010; Modell, 2010; Richardson, 2012).
However, the possibilities to clearly distinguish IAR as a separate research tradition have
been exacerbated by its close affiliation with the notion of ‘inter-disciplinary’ accounting
research. Roslender and Dillard (2003) provide an insightful historical account of how
this affiliation came about and offer some suggestions for how to avoid conflating the two
categorisations of accounting research. The ‘inter-disciplinary’ label, they argue, was partly
invented in the mid-1980s in response to political pressures to tone down the radical flavour
of much accounting research evolving outside of the mainstream and subsequently provided
a home for accounting scholars with interpretive as well as more critical inclinations. Over
the following years, however, critical accounting research primarily inspired by Marxist
and Habermasian approaches increasingly came to be seen as a distinct sub-genre within
the ‘inter-disciplinary’ community. Whilst sharing the preference for qualitative research
methods, these approaches were distinguished by a clearly articulated emancipatory intent as
opposed to the ostensibly value-neutral and less politically engaged position underpinning
IAR. This development was buttressed by the formation of two additional research journals
— Accounting, Auditing and Accountability Journal (in 1988) and Critical Perspectives on Accounting
(in 1990) — where especially the latter was specifically dedicated to promoting the critical
research agenda. This contributed to the establishment of critical accounting research as
distinct from IAR. Yet it is not always easy to separate these research traditions as a result
of similarities in research methods, variations in the extent to which the emancipatory
intent of critical studies is explicitly articulated and the tendency to occasionally refer to
both interpretive and critical research under the labels ‘alternative’ or ‘inter-disciplinary’
accounting research (see e.g., Baxter and Chua, 2003; Llewellyn, 2003).

A final definitional distinction being warranted by the early development of IAR is that
vis-a-vis more general conceptions of qualitative accounting research. Apart from constituting
a common basis for IAR and most critical accounting research, qualitative research methods
also gained some traction within more functionalist strands of accounting scholarship in the
late 1980s and 1990s. Following the endorsement of such methods by influential accounting
academics such as Kaplan (1986), a rather substantial body of research started to probe into
the design and implementation of novel management accounting techniques and advance
theoretical frameworks based on single or comparative case studies (see Keating, 1995;
Merchant and van der Stede, 2006). However, much of this research was guided by an
ontology leaning towards naive realism, with little attention being paid to how accounting is
implicated in creating and maintaining socially constructed meanings, and an epistemology
where etic, theoretically informed insights often dominate over the provision of richer, emic
accounts (cf. Ahrens and Dent, 1998; Jénsson and Lukka, 2006). Hence far from all qualitative
research on accounting emerging since the 1980s can be said to fall under the IAR label. In
what follows we concentrate our discussion on research that has preserved core characteristics
of the interpretive tradition, such as a conception of reality as a socially constructed space,
the nurturing of a distinctly emic perspective including an interest in people’s subjective
meanings and intentions and the employment of research methods that seck to make sense of
socially embedded meanings and actions in their natural context. However, we also illustrate
how our understanding of IAR has evolved through some rapprochement with ideas that are
perhaps more closely associated with other strands of accounting scholarship.
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Current debates on interpretive accounting research

Established variants of interpretive accounting research

When approaching the present day, we notice that IAR has become an established and
distinctive type of research in accounting, characterised by the key features outlined in
the previous section. However, IAR displays some internal variation. One variant draws
on the idea of grounded theory (Glaser and Strauss, 1967) and stresses the ethnographic
aspects of such research. Such research frequently sets aside the possibilities that existing
theory (literature) could offer as the point of departure for the analysis. In this stream of
IAR, research is to a notable extent equated with empirical fieldwork and the meticulous
analysis of the collected materials, which of course does not contradict the key features of
IAR. Whilst the original intention of Glaser and Strauss (1967) was certainly not to entirely
dismiss existing theory as a basis for scientific knowledge, but rather to help researchers
to avoid becoming overly bound by them (Suddaby, 2006), in practice this variant of IAR
tends to be very empirically tuned (Parker and Roffey, 1997; Gurd, 2008; Elharidy ef al.,
2008). Whilst the foreshadowed objective of this kind of research may indeed be to develop
a new (grounded) theory in a certain field, these strongly empiricist tendencies often lead
to highly descriptive studies and, at times, to notable ambiguity regarding the contribution
of research in relation to prior knowledge. Accounting research applying ‘pure’ grounded
theory now seems to be in decline and features less frequently in research journals such
as those identified in the foregoing. As a highly empirical research approach, its popularity
has been overtaken by actor-network theory (see Justesen and Mouritsen, 2011; Lukka
and Vinnari, 2014), which is at times almost routinely viewed as representing IAR (e.g.,
Roslender, 2015). However, actor—network theory tends to pay limited attention to people’s
subjective meanings (arguably as they are difficult to observe empirically) and it is based
on an explicit rejection of the social constructivist ontology associated with the interpretive
tradition in the social sciences (Latour, 2005). Hence, in our view, it does not fit neatly with
the key characteristics of IAR and we refrain from further engagement with it.

Another variant of established IAR is research that makes more explicit use of various
method theories (theoretical lenses). This type of research typically draws heavily on a
certain social theory which forms the lens through which research into particular research
questions or accounting issues, representing the domain theory selected by the researcher
(Lukka and Vinnari, 2014), is interpreted. The process of ‘making sense’ of an issue, which
tends to be the focal point in IAR, is thus directed (and also restricted) by the nature and
contents of the method theory employed. Apart from the continued use of established
method theories, such as Giddens’ structuration theory (e.g., Granlund, 2001) and different
versions of institutional theory (see Covaleski and Dirsmith, 1990), accounting researchers
have taken increasing interest in organisational practice theories, such as those of Bourdieu
(e.g., Baxter and Chua, 2008b) and Schatzki (e.g., Ahrens and Chapman, 2007), and theories
of various kinds of control modes like that of Adler and Borys (1996) (e.g., Jorgensen and
Messner, 2010).! Whilst studies representing this variant of IAR rely much more heavily on
established method theories than those informed by grounded theory and actor-network
theory, conducting profound empirical work at the emic level still remains a necessary and
important part of this kind of research.

Parallel to this growth in the range of method theories employed, a more general
discussion has emerged about the role of theory and theorising in IAR. An early notable
paper in this regard was that by Ahrens and Dent (1998), which was largely inspired by the
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quarrel between Eisenhardt (1989, 1991) and Dyer and Wilkins (1991). The central issue in
this debate was the role that case research can play from the viewpoint of theory development.
In short, Eisenhardt (1991) suggested a kind of ‘formula method’ for generating theory
from (preferably) a multiple case study design, whilst Dyer and Wilkins (1991) criticised
Eisenhardt’s approach for being overly focused on ‘rigorously’ developing constructs and
for downplaying other important aspects of case studies — especially communicating the rich
context and the feature of story-telling. Ahrens and Dent (1998) mostly sided with Dyer
and Wilkins, but also clarified their message, particularly regarding the process of theorising.
They especially stress the distinction between ‘story telling’ as in artistic fiction writing and
that involved in interpretive research. Whilst the former means ‘making things up’, the latter
instead refers to ‘making things out’ (cf. Geertz, 1988, p. 140). In particular, Ahrens and Dent
(1998) emphasise the seeking of patterns from the richness of data. An even stronger and
more developed argument for the need and possibilities to develop qualitative research (or
IAR) towards being more theoretical, and not only empirical, was advanced by Ahrens and
Chapman (2006). Their notion of ‘positioning data to contribute to theory’ was the key to
their argument, paving the way and inspiring other qualitative and interpretive accounting
researchers to take further steps towards theoretical problematisations and ambitions in their
studies. In this paper, stressing the importance of using the rich qualitatively tuned empirics
for theoretically motivated purposes, is embedded the crucial idea that IAR does not need to,
and actually even should not, limit itself to being rich regarding analyses of the emic domain,
but that even more important advances of knowledge can be developed by combining the
etic and the emic perspectives in such studies (cf. Jonsson and Lukka, 2006).

Explanatory interpretive accounting research

Related to the increasing concerns with theorising outlined above, yet another variant of IAR,
labelled explanatory IAR (Kakkuri-Knuuttila et al., 2008a; Lukka and Modell, 2010; Lukka,
2014), has recently emerged. This stream of thought not only stresses, but also opens up the
anatomy of, the largely omitted possibility of explicitly having explanatory purposes in IAR,
rather than mainly providing descriptive catalogues of people’s subjective understandings.
Whilst the scholarly purpose of explaining various accounting issues is indeed mentioned
in, for instance, Ahrens and Dent (1998) and Ahrens and Chapman (2006), deeper probing
into what explanation actually could mean in IAR has remained a largely unexplored issue
until quite recently.

This new direction in IAR is notably informed by a relatively radical turn in the theory
of causality in the philosophy of science (Lewis, 1973; Ruben, 1990; Woodward, 2003),
which has already reached some areas of the wider social science literature (e.g., Morgan and
Winship, 2007). This turn in the thinking about causality strongly denies the exclusivity of
the Humean notion of causality as well as the related covering law model and brings forth
the so-called counterfactual definition of causality, which is also in line with the manipulation
theory of causality (e.g., von Wright, 1970). The counterfactual account of causality states:
‘An eventY depends causally on a distinct event X if and only if both X and Y occur, and if X
had not occurred, then Y would not have occurred either’ (Lewis, 1973, p. 9). Accordingly,
explanatory factors are the things that make a difterence to the phenomenon being explained
and, in this line of reasoning, causality refers to such dependency relations (Ruben, 1990;
Woodward, 2003). The counterfactual approach to causality builds on a systematic analysis
of ‘what-if” questions that compare the factual observation with a counterfactual conditional
in order to test whether or not the putative causal relationship holds. In actual research
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practice, this means running a set of thought experiments, since the counterfactual can
obviously never occur simultaneously with the actual.? In this notion of causality, which
does not negate the correlation of events as an indication of causality, a constant conjunction
of events is perceived neither as a sufficient nor a necessary condition for its manifestation
(e.g., Kakkuri-Knuuttila, 2006). Accordingly, in contrast to Hume (and his followers), this
notion of causality does not require regularity and is therefore, in principle, applicable when
exploring relatively unique situations, as is typical in IAR. The conceptual move from the
regularity perspective to the counterfactual account of causality is a most significant step with
regard to how we consider causality and its potential in the context of interpretive research
(Lukka, 2014).

This relatively new form of causality thinking opens up novel avenues for expanding the
idea of causal explanation. For IAR, and also for qualitative research in general, this opens
the possibility of setting explicitly explanatory purposes for studies and thereby locates IAR
studies in the typical landscape of human behaviour: people tend to arrange their thoughts
and actions through schemes that not only include their subjective aspirations, but also
their conceptions of the things and states of affairs in the world and their relationships.
The outcome is a ‘license’ for interpretive researchers to develop their causal arguments
in a somewhat clearer form than that which has been typical for the two more established
variants of IAR outlined above, and advance what we have termed ‘thick explanations’ (Lukka
and Modell, 2010). A characteristic feature of ‘thick explanations’ is the capacity to combine
information from the emic and the etic domains in order to discover the causal mechanisms
at work in specific situations (Lukka and Modell, 2010; Lukka, 2014).

In producing ‘thick explanations’, explanatory IAR seeks to capitalise on one of the
strongholds of interpretive research; the typical focus on responding to ‘how’ type of
questions, which specifically concern how the alleged explanatory factors work in producing
the outcomes in a certain situation (Weick, 1989; Morgan and Winship, 2007; Tsang
and Ellsaesser, 2011). In this regard, IAR differs from many other kinds of research (for
instance, surveys and archival research) in which analysis of processes is typically difficult,
if not impossible. In doing this, interpretive studies can progress over and above the mere
description of associations between variables to exploring the processes and mechanisms by
which they are generated and thereby looking profoundly at the linkages (i.e. the ‘arrows’)
between the elements of the explanatory scheme (Lukka, 2014; cf. Ahrens and Chapman,
2006; Durand and Vaara, 2009). Such analyses can show how the processes of interest,
including causal linkages, work out from conditions to outcomes in relation to the explored
phenomenon and can thereby reveal which particular causal mechanisms are at work.
This is actually precisely what interpretive researchers in accounting often seek to achieve
in their typical endeavours to ‘make sense’ of what they have observed in their fieldwork.
Hence it can be argued that the explanations that can be produced in interpretive studies are
particularly informative and strong (Lukka, 2014).

As the development of ‘thick explanations’ in IAR is frequently kicked off by an
empirical surprise, researchers often employ the abductive mode of reasoning, which entails
a process of iterating between the emic and the etic domains (Dubois and Gadde, 2002;
Lukka and Modell, 2010; Timmermans and Tavory, 2012). Abduction differs from both
deductive and inductive modes of reasoning. Studies based on the inductive mode aim at
generating new theoretical insights from empirical data, whilst deductively tuned studies
focus on empirical testing of hypotheses derived from extant theories. As abduction is about
developing theoretically informed explanations of new, and often surprising, empirical
observations, it differs from the deductive mode in that it starts from the empirical findings,
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not from theory, but does not deny the role of prior theoretical knowledge in providing a
background to the search for the most plausible explanation (hereby employing ‘inference
to the best explanation’). Abductive and inductive reasoning again have a similar starting
point (empirical observations), but whereas induction implies a kind of semi-automatic
generation of theoretical generalisations or patterns from data, abduction proceeds through
a skilful development of theoretical explanations with the help of everything that is known
empirically and theoretically about the question being examined (Hanson, 1958, 1961,
Peirce, 1960; Dubois and Gadde, 2002; Lukka and Modell, 2010). As these explanations
include the etic element, it is also possible to consider their wider applicability in the spirit
of analytical (contextual) generalisation which has sometimes been seen as problematic in
IAR (cf. Lukka and Kasanen, 1995). It is worth noting that combining the emic and the etic
perspectives is consistent with many of the typical method theories employed in IAR, such as
structuration theory and institutional theory, as well as with the notion of reality as a socially
constructed space, as long as such research is not stretched to the most subjectivist extreme
(Berger and Luckmann, 1967; cf. Kakkuri-Knuuttila ef al., 2008a).

As emphasised and elaborated upon by Lukka (2014), another important resource offered
for explanatory IAR by the contemporary philosophy of causality is contrastive thinking. This
implies a careful selection of the target of the explanatory analysis to avoid attempts to explain
overly broad sets of phenomena, which could easily produce a risk of weak and ambiguous
argumentation. The employment of contrastive thinking can be a particularly helpful method
to focus explanatory analyses in the context of IAR so as to produce particularly meaningful
results. Most notably, the appropriate order of proceeding in explanatory IAR goes from first
choosing an interesting and feasible target for analysis by careful employment of contrastive
thinking, and only thereafter asking counterfactual questions in order to evaluate the plausibility
of the explanatory candidates and thereby applying the idea of testing with counterfactual
conditionals. That said, the maintenance of a thoughtful balance between analytical and holistic
aspects needs to be constantly considered in IAR. Contrastive thinking sits well with abductive
reasoning, underlining the need to ensure the empirical surprise kicking off the abductive
process is defined in a sufficiently focused manner (Lukka and Modell, 2010; Lukka, 2014).

Explanatory IAR challenges the strong juxtaposing of paradigms posited by Burrell and
Morgan (1979) and suggests a ‘milder’ distinction between them (Kakkuri-Knuuttila ef al.,
2008a, 2008b; Ahrens, 2008; cf. Hopper and Powell, 1985). It also argues that interpretive
research, whilst it takes subjectivity seriously and places it in the focus of analysis, needs
not, and actually cannot, omit the objective aspects of the world, including things that have
become objectified through processes of social construction (Hines, 1988). Whilst such
objectified phenomena are, in principle, changeable, people tend to treat many of them as if
they were bare ‘facts’ in practical decision-making situations (Kakkuri-Knuuttila et al., 2008a).
Whilst, in line with the core agenda of the interpretive paradigm, interpretive accounting
researchers also seek to understand how people receive, develop and send meanings in social
contexts, they can and do tend to mobilise such meanings when attempting to explain the
phenomena to which these meanings pertain. In fact, following Wittgenstein’s (1953) line of
reasoning, the case can be made that not even a highly subjectivist conception of interpretive
research can entirely distance itself from explanation. This is so since in order to be able
to communicate with other people, we need the ability to understand what kinds of causal
beliefs, meanings and intentions drive the actions of others and simultancously consider how
our actions, fundamentally driven by similar factors, are read by others. People’s meanings,
which are realised in their actions, become part of the causal linkages of the world and can
(and tend to) have considerable causal power (Lukka, 2014; cf. Kakkuri-Knuuttila et al.,
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2008a; Lukka and Modell, 2010). Taking this Wittgensteinian communication aspect into
consideration inevitably also fuses the emic and the etic perspectives together in the analysis,
given that the target is not to just list the subjective understandings of individuals.

Although we see considerable potential in the pursuit of explanatory IAR, we recognise
that it has not been free from criticisms. Indeed, there are some signs of defensive reactions
from the IAR community towards any rapprochement with other strands of research that
bear resemblance to what has come to be viewed as a functionalist position. For instance, it
is obviously possible that variants of IAR which allow for an explicit quest for explanations
— especially causal ones — may be routinely deemed as featuring signs of ‘functionalism’ or
‘positivism’ and therefore be dismissed out-of-hand. These worries can have a connection to
the — in many ways significant — distinction between ‘subjectivism’ and ‘objectivism’ at the level
of assumptions of the nature of social science, which plays a key role in Burrell and Morgan
(1979). It is conceivable, for instance, that researchers emphasising the subjective position
up to a fairly extreme point would like to dismiss explanatory IAR by arguing that there is a
paradigmatic tension between the pursuit of explanations and ‘true’ IAR.? The worries of Lowe
and De Loo (2013, p. 19) seem to exemplify a position of this kind as they defend the ‘orthodox’,
highly subjectivist take on IAR, which, in their view, denies the possibility of research being
involved in the development of a ‘coherent body of knowledge’ that signifies ‘positivistic
research’. Parker (2012, p. 61) also worries that attempts to bridge the objectivist-subjectivist
divide, as explanatory IAR seeks to do, might lead to a development where ‘the uniqueness of
the potential qualitative knowledge contribution is at first ignored and subsequently jettisoned’
in a world where ‘mainstream’, economics-based accounting research allegedly dominates.

Whilst concerns such as those outlined above should perhaps be seen as an attempt to
preserve the distinctiveness of the IAR tradition as an ‘alternative’ to the ‘mainstream’, we
believe that they are somewhat exaggerated. Our view of explanatory IAR emphasises the
inclusion of all key features of interpretive research suggested in the previous section (i.c., a
conception of reality as a socially constructed one; interest in the distinctly emic perspective
including people’s subjective meanings; and the employment of research methods that seek
to make sense of socially embedded meanings and actions in their natural context). The
apparent division of views might actually be quite easily resolved, if only wider circles of the
IAR community would familiarise themselves with the counterfactual turn in the philosophy
of causality, which is of vast significance overall and especially for researchers conducting
field research. Greater appreciation of these strands of thought might lead interpretive
accounting researchers to view the development of ‘thick explanations’ as a more integral
part of their potential repertoire. As argued by Lukka and Modell (2010) and Lukka (2014),
IAR pieces already tend to include (causal) explanations in their efforts to make sense of their
empirical findings, but as this typically happens only implicitly and without using the clearest
possible vocabulary, the message remains, at times, unnecessarily obscure and thereby weak.
Moreover, it is worth recalling that the original attempts to articulate the IAR agenda, such as
those emerging in the 1980s (Tomkins and Groves, 1983; Hopper and Powell, 1985; Chua,
1986), all expressed their reservations against conceptions of it as entailing little more than
description of subjective meanings (see also Ahrens, 2008). Hence there should definitely be
scope for extending IAR along the lines outlined in this section.

The future of interpretive accounting research

Turning now to the issues of how IAR may be further developed and how we see this
research tradition progressing, it is worth emphasising that this in no way means abandoning
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the core characteristics of such research which have been outlined in the previous sections.
This implies the adoption of an ontology which stresses the centrality of socially constructed
meanings of subjects, although attention is also being paid to how social structures become
objectified, and the inherently situated nature of accounting as a social practice. This needs
to be matched with an epistemology geared towards engendering in-depth, emic insights
into the meanings and intentions that underpin people’s actions and the development of
accounting in particular social contexts. Plainly, if research does not have these emic qualities
it is difficult to see how it can qualify as being interpretive in nature. We see merit in all the
types of IAR discussed in the previous section. However, in this section we will focus our
attention on the most recent one (i.e., explanatory IAR) and discuss how it might be further
developed. We think there is considerable scope for crystallising the explanatory element
and applying the principles of causal explanation outlined in the previous section in a more
systematic manner than has been the case in much IAR. More to the point, we see the use
of abduction, combined with a careful focusing of the analysis based on contrastive thinking
and the employment of counterfactual reasoning, as a useful means of first developing and
then testing the plausibility of the suggested explanations. As explicated below, this may be
helpful in the process of adjudicating between multiple and possibly competing explanations
of the evolution of accounting practices and their effects in organisations and society.

Employing the potential of explanatory interpretive research

Given the complexity of the phenomena of interest in IAR, empirical observations are likely
to throw up a range of potential explanations, which often first need to be elaborated and
sharpened through contrastive thinking. However, not all of these explanations will be
equally plausible. Abduction entails a process of working ‘backwards’ from the empirical
observations chosen as the focus of the analysis towards the ‘best’ explanation and it is here
that counterfactual reasoning forms a vital part of both the generation and testing of causal
explanations (Lukka and Modell, 2010; Lukka, 2014). Whilst abduction relies on the possibility
of identitying theoretically informed explanations, the resources of the contemporary notion
of causality guide the researcher to first focus his/her efforts through contrastive thinking
and then to test their plausibility through counterfactual conditionals. Instead of merely
producing a naked list of explanatory variables, the development of a plausible explanation
centres on the identification of the mechanism which is at work in producing the observed
outcome in the particular empirical setting under examination. Hence causal analysis sheds
light on how the ‘arrow’ between the explanatory factors and the phenomenon to be explained
works (Lukka, 2014). In a case-study setting, for instance, this means following the chains of
dependency relations causing the phenomenon of interest to emerge and then to the use of
counterfactual conditionals for testing the plausibility of the suggested explanation.

To illustrate how these key ideas of explanatory IAR work, an observation of a particular
accounting practice being widely adopted by organisations may form the starting point for
abductive theorising and may, at first sight, suggest that forces of institutional isomorphism
are at work (cf. DiMaggio and Powell, 1983). However, for this theoretical explanation to
be a plausible one, the researcher needs — after first making sure that the explanandum is
sufficiently focused in the spirit of contrastive thinking — to demonstrate empirically that
actors with the power to exercise institutional pressures (e.g., regulatory bodies, professions)
are indeed present, and unpack how this materialises whilst ruling out competing
explanations (e.g., rational choice explanations). To this end, thought experiments based on
the mobilisation of counterfactual conditionals may be useful and may enable researchers
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to argue that without the existence of such institutional pressures, the observed adoption
of an accounting practice would not have occurred (cf. Lukka, 2014). In case this kind of
analysis does not lead to a plausible explanation, the researcher would need to extend the
abductive process and look for alternative theoretical resources which might offer a better
avenue for making sense of the empirical material. This renders theory an indispensable
part of research and requires researchers to entertain a broad range of possible theoretical
explanations (Timmermans and Tavory, 2012). But it also forces researchers to ground
explanations empirically and be more explicit about why some causal explanations are ruled
out whilst others are accepted. As such, explanatory IAR imposes a certain element of rigour
on the research process and can prevent researchers from drawing premature conclusions
as to what causes accounting practices to evolve in a particular way. We see particular merit
in this type of reasoning where certain theories become ‘fashionable’ or various research
communities have a strong interest in policing the boundaries around particular types of
research, as we occasionally see evidence of in accounting academia (cf. Lukka, 2010; Modell,
2015a). Such tendencies can cause researchers to take particular theoretical explanations too
much for granted — this needs to be counterbalanced by a healthy dose of critical reflexivity.

Such reflexivity regarding the issue of what constitutes plausible explanations can also
be extended to the process of formulating novel research questions based on a strategy
of problematisation. Following Alvesson and Sandberg (2011), this approach builds on a
profound questioning of established theoretical knowledge of a particular phenomenon and
entails deliberate attempts to advance radically new and arguably more interesting insights.
This differs markedly from the allegedly more common strategy of gap-spotting, whereby
researchers mainly search for unexplored areas in extant literature as a way of complementing
prior research and, as a result, leave the assumptions underpinning such research largely
unquestioned. Abduction can be an integral part of exciting problematisations, as it often
builds on empirical surprises which are not well-explained by extant theories and therefore
raise new questions begging alternative explanations. The outcome may be radically new
explanations that make a significant contribution to our understanding of the phenomenon
under examination and challenge conventional wisdoms. However, for this to be feasible,
researchers need to nurture an acute awareness of what alternative, but hitherto untapped,
theoretical resources are available for examining particular issues. This in turn necessitates a
research environment that is open to a multitude of ways of theorising accounting practices.
The pursuit of explanatory IAR thus speaks directly to the need for theoretical pluralism,
which has long been celebrated as the hallmark of the broader inter-disciplinary accounting
research project (see e.g., Lukka and Mouritsen, 2002; Baxter, and Chua, 2003; Llewellyn,
2003; Lukka, 2010), but which is arguably a much rarer feature in ‘mainstream’, economics-
based accounting research (Hopwood, 2007; Parker, 2012).

Whereas much of the debate around the merits of theoretical pluralism has focused on
its contribution to knowledge as an outcome of the research process, the discussion above
suggests that it is also necessary to conceive of such pluralism as a vital precondition for the
ability of researchers to do innovative and exciting research. To a degree, it also means that
theorising in explanatory IAR needs to be seen as an ongoing process which lacks a natural
end-point, although it is conditioned by the theoretical choices available to researchers
at any given time (ct. Modell, 2015a). As such, it constitutes an effective bulwark against
excessive aspirations to advance ‘grand’, infallible theories which sometimes feature in
especially economics-based accounting research (e.g., Zimmerman, 2001). As explicated
below, the nurturing of theoretical pluralism can also help in extending the boundaries of
the interpretive research tradition in accounting.
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Extending the boundaries of interpretive research

One type of work that could become more prominent in future studies following the tenets
of explanatory IAR is interventionist research. Whilst much of the existing interventionist
research in accounting tends to predominantly fall within the functionalist paradigm (e.g.,
Wouters and Wilderom, 2008; Wouters and Roijmans, 2011) there is no reason whatsoever
to omit the interpretive possibilities. The starting point for nurturing such a variant of
interventionist research is to take seriously the opportunities of ‘engaged scholarship’
(van de Ven and Johnson, 2006) embedded in the emic mode of inquiry which forms the
cornerstone of interpretive research. As argued by Jonsson and Lukka (2006), if the aim
of interventionist research is to eventually produce significant theoretical contributions
alongside, for instance, supporting organisational change projects, the central stronghold of
employing the interventionist approach in research relates precisely to gaining deep emic
understandings of people’s everyday lives. In interventionist research, this typically occurs by
collaborating with an organisation’s participants in their daily activities and change processes.
The abductive research process, which is so central in explanatory IAR, is also applicable in
interventionist research and deep probing into the emic domain is a typical feature of such
research (Jonsson and Lukka, 2006). When applied in tandem, these features of IAR can
open up vistas which inspire entirely new research questions with the potential to produce
notable theoretical advances (e.g., Suomala et al., 2014). Such a development would offer
notable phronetic* opportunities for accounting researchers and can thereby be involved
in the broader project of producing ‘social science research that matters’ (Flyvbjerg, 2001;
Lukka and Suomala, 2014).

We see no inherent conflict between these efforts to make the explanatory element of IAR
more explicit and the need to nurture rich, emic accounts of accounting practices. However,
itis worth bearing in mind that abduction entails an element of abstraction from the empirical
details of the field and that the scope of abductive inquiries is conditioned by the theories
available to researchers at a particular point in time. This may imply a risk of researchers
producing overly ‘thin’ explanations that do not do the complexity of accounting practices
full justice. An effective antidote to this is to ensure that abductively developed explanations
are embedded in richer empirical narratives that preserve a sense of the often indeterminate,
or ‘messy’, character of social life and that account in some detail for the serendipitous
evolution and effects of accounting practices. According to Lukka and Modell (2010), this
can be accomplished, in particular, by retaining a pronounced interest in the voices of the
‘Other’. Such a perspective may lead researchers to recognise that whilst explanatory IAR is
a notable possibility, it does not imply that there would be only one definite explanation of
a given phenomenon. In contrast, depending on the viewpoint(s) adopted in the analysis,
there can be several plausible explanations.” As demonstrated by Covaleski and Dirsmith
(1986), theoretically informed explanations which may not yet be fully accepted by the wider
research community can be developed by appealing to the need to give voice to the ‘Others’
who remain under-represented by established theories. By framing such explanations in an
abductive mode of reasoning, and contrasting them with more entrenched explanations,
researchers may allow for multiple ‘truths’ to emerge whilst clearly demonstrating how such
‘truths’ are not only theory-related, but are also dependent on whose interests, intentions
and meanings are being represented. Paying attention to the potentially marginalised
‘Others’ can thus imbue explanatory IAR with a more holistic sense of whose voices matter
— a traditional virtue within the interpretive paradigm (e.g., Ahrens ef al., 2008) — as well
as enable researchers to mobilise different (and perhaps even competing) explanations and
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thereby stress the eventual relativity of scientific knowledge claims. Such multi-voicing
may also inform the process of problematisation described above and may thus give rise
to new research questions worthy of exploring in greater detail and ultimately generating
‘new’ theory (cf. Alvesson et al., 2008). Finally, to the extent that IAR informs interventionist
research projects, greater concerns with multi-voicing can prevent such projects from being
overly dominated by powerful stakeholders and may thus sensitise researchers to issues of
broader relevance in organisations and society (cf. Lukka and Suomala, 2014).

Nurturing an interest in the voices of the ‘Other’ may also imbue IAR with more innate
concerns with how marginalised interests may be furthered and thus bring it closer to
critical accounting scholarship. In recent years, concerns have been raised that some of the
theories dominating IAR, or the pursuit of such research in general, have tended to privilege
social elites, such as managers and other powerful stakeholders, and have thus rendered the
interpretive project politically naive, if not impotent (e.g., Modell, 2015b; Roslender, 2015).
We believe greater concern with the ‘Other’ may go some way in addressing such criticisms,
as it compels researchers to engage with a broader range of interests and actors in and around
organisations and ask critical questions as to how marginalised interests may be better served.
However, in doing so, we emphasise the need to maintain the relatively open-ended approach
to theorising associated with explanatory IAR and argue that this provides a counterweight to
the theoretical orthodoxies occasionally associated with the critical accounting project. From
time to time, critical accounting researchers have waged ‘turf wars’ over what constitutes the
most effective road to a truly emancipatory research project, with some writers advocating a
return to Marxist thought (e.g., Neimark, 1990; Tinker, 2005) whilst others have sought to
defend post-structuralist approaches (e.g., Grey, 1994; Hoskin, 1994), but without grounding
such debates in deeper empirical engagements. By contrast, we see potential for explanatory
IAR to evolve into studies that are not wedded a priori to any particular theoretical explanations
of how accounting may hamper or facilitate emancipation, but rather let such explanations
emerge from the abductive process whilst staying true to the emic field experience. This may
take the form of critiques that are more contingent on the particular social context in which
research is conducted and the possibilities of emancipation embedded in such contexts (cf.
Modell, 2015b, 2017). Abduction together with the employment of fresh theoretical resources
may form a useful starting point for identifying the multitude of ways in which accounting
can become a source of marginalisation, whilst the combination of such reasoning with
counterfactual conditionals may enable researchers to ask critical ‘what if” questions as to what
might happen if alternative, emancipatory contingencies were in place in particular contexts.

Explanatory IAR may thus stimulate critical reflections on how things could be different,
which are often seen as the hallmark of critical accounting research (cf. Roslender and Dillard,
2003; Modell, 2017). However, for this to materialise there needs to be some critical intent
on the part of researchers. Without a willingness to consider and investigate explanations
suggesting that accounting plays an important role in marginalising particular interests, it
is difficult to envisage how such research may have emancipatory potential. This brings us
back to the question of what conditions the theoretical choices of researchers, and what
broader value systems and authority structures underpin such choices. These are important
epistemological and political questions which remind us that no research should ever be
seen as a value-neutral endeavour. Coming full circle, it is worth recalling how Burrell and
Morgan (1979) espoused a political ambition to establish interpretive and critical research as
distinct alternatives to functionalism, and how this may have led them to exaggerate some
paradigmatic division lines (see Kakkuri-Knuuttila ez al., 2008a). Throughout this chapter
we have drawn attention to how accounting scholars have long sought to nuance some
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of these distinctions by conceiving of IAR as more than a matter of documenting purely
subjective meanings. However, we recognise that the paths of further development outlined
above may not be universally shared by the IAR community and we have already seen signs
of them provoking critical counter-reactions. We cannot exclude the possibility that these
criticisms are, at least in part, politically motivated by a desire to preserve the distinctiveness
of the interpretive paradigm and we have noted how some of them are grounded in a highly
subjectivist conception of interpretive research similar to that associated with Burrell and
Morgan (1979). But as we hope to have demonstrated in this chapter, this is only one way
in which interpretive research can be conducted and it does not preclude the incorporation
a more pronounced explanatory element in IAR. Instead, we prefer a view of explanatory
IAR as building on a long and distinguished research tradition, which has made significant
contributions to accounting thought, whilst incorporating insights from relatively recent
developments in the philosophy of science that affirm, rather than negate, the value of
qualitative inquiries as a basis for advancing causal explanations.

Conclusions

In this chapter, we have mapped the development of philosophical and methodological
thought in what has become known as IAR. Over the past thirty-odd years, this research
genre has grown into a substantial and vibrant area of accounting scholarships and it continues
to evolve through the employment of an expanding range of method theories and research
approaches. We have paid particular attention to one of the most recent strands of thought
— explanatory IAR — and have discussed how it may be further developed. The cornerstone
of such research is the combination of the traditional emphasis on emic understandings of
subjective meanings in interpretive inquiries with a more etic, theoretically informed notion
of causal explanation. Drawing on recent advances in the philosophy of causality, we have
elaborated on how causal explanations can be advanced through a combination of the idea
of abduction with the principles of contrastive thinking and the counterfactual approach to
explanation. Through the use of abduction, a broad range of theories may be mobilised in
the quest for possible explanations. Contrastive thinking provides a valuable complement
to abduction by sharpening the focus on what is to be explained (i.e., the explanandum)
and mitigates the risk of advancing overly broad and ill-specified explanations. Finally, the
adoption of a counterfactual approach enables researchers to adjudicate between multiple,
and possibly competing, explanations by systematically exploring ‘what if” questions as to
which mechanisms are most likely to be responsible for the observed phenomenon until
they arrive at the most plausible explanation. The outcome of such analyses should ideally
be so-called ‘thick explanations’, which are grounded in researchers’ emic understandings
of how accounting operates in particular social contexts, whilst also entailing a strong,
theoretically informed sense of what might constitute valid explanations. We have argued
that IAR has much to gain from making the advancement of such explanations a more
integral and explicit part of empirical research. We also see opportunities for extending such
research such that it comes to inform interventionist research projects and build bridges to
critical accounting scholarship imbued with a more explicit, emancipatory intent. However,
we have emphasised that explanatory IAR is only one way in which interpretive research can
be conducted and we welcome further debate on how to advance such research. Hence we
close this chapter with a call for accounting scholars to explore the possibilities of explanatory
IAR as part of their empirical work as well as continuing the conversation about what might
constitute alternative avenues for advancing the interpretive research project in accounting.
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Notes

1 It is worth noting that in the cases where these kinds of method theories are applied, it is
especially important to be clear where the theoretical ambition of the paper lies — not least to
avoid just repeating the key arguments of the method theory (see Humphrey and Scapens,
1996). This underlines the need to mobilise the distinction between method theory and domain
theory in those studies, as suggested by Lukka and Vinnari (2014).

2 Not even the so-called controlled experiments can actually overcome this immutable fact of
life, even though their research designs tend to represent the closest proxies of doing so (see
Lukka, 2014, pp.560-561).

3 Lukka and Modell (2010) call this kind of position the ‘subjectivist archetype’.

4 ‘Phronetic’ deals with ethically practical wisdom and knowledge of how to behave appropriately
in each particular circumstance, see Flyvbjerg (2001).

5 This is related to the fact that whilst the plausible explanations produced in a given context or
from a certain perspective are technically of the ‘necessary’ type, in a broader picture they tend
to be of ‘sufficient’ nature, allowing for other explanations to exist as well (Lukka, 2014, p.560;
Mackie, 1974).
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Critical studies in accounting

Researching the exercise of power

Marcia Annisette and Christine Cooper

Introduction

We live in an era which has been variously described as neo-liberal, financialized, liberalized,
advanced capitalist, or a mixture of all of these. Depending on the definition, 2016 could
be usefully characterized by each of them, and, in any case, society is constantly evolving
and changing. From the perspective of researching into the exercise of power, there are
continuities and discontinuities and material/economic as well as ideological/superstructural
dimensions. The material continuities lie in the substance of the material conditions of
exploitation — capitalism. There are requirements that are integral to capitalism. These
include the imperatives to make a profit, to cheapen labour, to expand into global markets, of
economic growth, of constant renovations in production (in a period of financialization, this
includes innovations in financial products) and so forth (Brown 2015).

However, aside from these economic imperatives which impact upon people’s lives, capitalism
dominates the human beings and human worlds it organizes in other ways. Capitalism gives
shape to human worlds — to the constitution of our subjectivities, to our rationalities and ways of
understanding the world, to our priorities and our social relations and arrangements. Moreover,
it shapes and creates global institutions and social structures. Cederstrom and Fleming (2012)
argue that if the superstructure is omitted in the theorization of power we will not grasp the
intricate dynamics between political rationality and the economic constraints, and we will also
not grasp the extent and depth of capitalism’s power in making this world and unfreedom
within it. In short, research into the exercise of power, in the broadly Marxist/critical tradition
is concerned with both the material conditions of exploitation as well as what might be broadly
described as its social understandings, rationalities or ideologies and its institutions.

This chapter will take two critical research articles as examples of two of the methods of
research in critical accounting — Annisette (2000) and Cooper (2015). Each is concerned with
capitalism and its rationalities. Annisette (2000) is concerned with how these rationalities are
diffused through global accounting bodies (in particular Association of Chartered Certified
Accountants — ACCA). Cooper (2015), demonstrating significant failures of accounting in the
recent banking crisis, is concerned with how the globally diffused rationalities and technologies
of accounting alter and shape our worlds in both a material and an ideological way. Thus each
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paper is concerned with the global accounting complex. The methods employed in the two
articles are different. Annisette (2000) uses interviews, backed by archival research. Cooper
(2015) 1s desk based, and adopts a deductive, theoretical approach. While their methods and
theoretical approaches are difterent, both place capitalism and its rationalities and animators
(especially interest) at the centre of their research. Indeed, any research into the exercise of
power from a critical perspective should take capitalism into account. We turn first to Annisette
(2000) which details how the capitalist context is important in terms of understanding the
global significance and spread of an accounting institution — ACCA.

Researching the exercise of power through the accounting profession —
Annisette (2000)

Professionalism is generally understood within the context of a general theory of domination
(Murphy 1988). Thus, the organizations which represent the accounting profession are rich
research sites for studying the links between accounting and the exercise of power. Much of the
critical accounting work on the profession has focused on how practitioner based organizations
(professional associations and practising firms) in pursuit of the collective mobility of its
members, participate in exclusionary practices denying ingress to social constituencies on the
basis of gender (Kirkham and Loft 1993, Anderson-Gough et al. 2005), class (Jacobs 2003),
race (Hammond 1997, Hammond and Streeter 1994, Hammond et al. 2012, Annisette 2003),
disability (Duft and Ferguson 2007, 2011) and components of culture such as language (Spence
and Brivot 2011) and religion (Annisette and O’Regan 2007). Theoretically, much of this work
is grounded in the Weberian concept of social closure which, being undergirded by themes of
domination and monopolization of work, highlights the accountancy profession’s exercise of
power within the confines of the societies in which the profession is located. In other words,
much of the extant work on the accountancy profession is framed within the context of the
nation state (Kirkham and Loft 1993, Anderson-Gough et al. 2005, Duft and Ferguson 2007,
Hammond 1997, Hammond and Streeter 1994). But accountancy is an occupation that has
long been involved in cross-national phenomena. Its development and growth in many national
jurisdictions has been influenced by non-local factors, and contemporary worldwide practice
is known to be dominated by powerful accountancy mega firms which have wide networks of
international operations (Annisette 2010: 171). It has therefore become increasingly difficult
to study professional accounting activities in any nation state without adopting a supranational
perspective. Critical researchers on the accountancy profession have incorporated this
supranational perspective largely by employing the analytical lenses of imperialism (Annisette
2000, Chua and Poullaos 2002) or globalization (for example Caramanis 2002, Cooper et al.
1998, Annisette and Trivedi 2013). In what follows, we briefly discuss how the analytical lens
of imperialism has typically been used in studies of the accountancy profession to capture this
supranational perspective and the exercise of power on the global scale. We then turn our focus
onto the particular conceptualization of imperialism adopted in Annisette (2000) and discuss
the relationship between the theoretical choice adopted in that paper and its use of interviews
as a research method.

Capturing the global exercise of power: researching imperialism and
accountancy

The insights of British sociologist Terry J. Johnson have been central to the positioning of
imperialism in much of the extant body of work on the development of accountancy in
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former British colonies (see Poullaos and Sian 2010). In a series of articles, Johnson (1982)
showed how the professionalization of accountancy in many of Britain’s erstwhile colonies
were not autonomous local phenomena, but were part and parcel of activities taking place
within the wider British Empire with its impetus coming from the professionalization of
accountancy in Britain. Johnson’s major aim was to illuminate the symbiotic relationship
between profession formation and state formation. In the British context, he argued that this
co-production of profession and state took place during the period of high imperialism, and
therefore the Empire context very much influenced the nature of the British professions that
were established. He therefore sought to caution against the (then dominant) trait approach
to studying the professions, arguing that

certain of the features which have been assumed to characterise professionalization as a
universal process were in fact the outcome of this particular articulation of professions
and state within the context of the Empire

Johnson 1982: 197

By juxtaposing the concepts of imperialism and profession, Johnson thus provided
powerful explanations for the noted peculiarities of the British professions (such as their
historic schism with the university system) and also provided useful guidelines for examining
the process of profession development in former British colonies. In much historical work
on the professionalization of accountancy in British Commonwealth countries therefore,
empire and imperialism act as what Abbott (1988: 196) refers to as ‘historical contingencies’,
providing no more than the contextual backdrop for understanding local developments. Thus,
whilst notions of power always underpin accounting research set within imperialism/empire
tradition, the exercise of power between nation states is more of a backstage story rather
than the central focus of this work. Annisette’s (2000) study of accountancy development in
Trinidad and Tobago (hereafter T&T) takes a slightly different turn, focusing instead on what
Joahann Galtung (1971) refers to as the internal logic of imperialism. Thus rather than being
employed as the historical backdrop of the study’s setting, imperialism is the object of study in this
work. Specifically, Annisette’s intent is to unmask accounting’s role in power relations between
nation states by illustrating how professional accountancy enables the workings of imperialism.

Annisette introduces the study by first highlighting the uniqueness of professional
accountancy training vis-a-vis other high status occupations in the country, nothing that:

Whereas the system of training and certification for doctors, lawyers, and engineers is
indigenously based and conducted in and by the indigenous University, in the case of
accountancy, the country virtually relies on foreign based institutions for the training
and certification of its practitioners

Annisette 2000: 634

The paper further notes that the anomalous nature of professional accountancy in T&T is
a pattern that is observable in a certain class of countries in the world — developing economies
of the British Commonwealth, newly emerging economies including China, central and
castern Europe, South Africa and many non-Anglophonic countries of Africa, where like
T&T ‘there is a preponderance of UK based bodies in the training and certification of
accountants’ (Annisette 2000: 634).

For Annisette therefore, this observed pattern is a function of the nature of the post-WW2
capitalist expansion project which saw accountants playing an increasingly important role in
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the management of the global economic order. This, the paper argues, in turn impacts on
accounting developments for late developing or peripheral states. Annisette thus advances
the thesis that:

By performing tasks concerned with financial order and control, accountants (as
opposed to any other occupational group) are vital to the integration of transnational
capital. As a result, the development and dissemination of the profession’s knowledge
base is increasingly being conducted by a small number of elite institutions and firms
located in the major centres of finance capital

Annisette 2000: 635

Annisette’s thesis is therefore one that illuminates the role of accounting in the exercise
of power between nation states by placing the explanation for these observed anomalies in
professional accountancy training squarely in the realm of capitalist expansion and economic
domination.

Though drawing on Johnson’s (1982) ideas of the profession-state nexus in the context of
imperialism, Annisette criticizes Johnson for conflating imperialism with colonialism which,
it is asserted, leads him to overlook important imperialist continuities in the post-colonial
period (Annisette 2000: 633). The paper thus employs the conceptualization of imperialism
as advanced in the seminal work of Robinson and Gallagher (1953) which views imperialism
as spanning both the colonial and post-colonial eras.

Robinson and Gallagher’s theorization on contemporary imperialism is based on
their observations of the unfolding of British imperialism, which they noted proceeded
according to the policy of ‘trade with informal control if possible, trade with rule where
necessary’ (1953: 13). They suggested that formal rule (colonialism) was only undertaken
and hesitatingly so when the internal politics within an overseas territory, or the likelihood
of foreign challenge to British supremacy, jeopardized the incorporation of that territory’s
economy into the expanding British capitalist economy. In other instances, and these were
the majority of cases, it was informal rule which occurred. Thus the formal empire merely
represented the tip of an iceberg beneath which lay a vast empire which, though not under
sovereign control, nevertheless was under London’s economic, cultural and diplomatic
dominion (Annisette 2000: 635).

For Robinson and Gallagher (1953) the critical element in the working of Britain’s
informal empire of trade and influence was the presence of indigenous collaborative systems
in the overseas territory. These were conceived of as

collections of people of different kinds at different levels who were drawn into
collaboration as a result of the creation of European institutions within their societies
Robinson 1972

and where they existed, informal rule — the preferred mode of British imperialism —
flourished and thrived.

The agency of local actors that is embedded in Robinson and Gallagher’s (1953)
conceptualization of imperialism is the centrepiece of Annisette’s search for an explanation
for the dominant role played by British professional accountancy bodies, and in particular
the ACCA, in the training and certification of accountants in developing and emerging states.
Annisette criticizes prior research on this topic, which by only focusing on the expansionary
motives of British professional accountancy bodies, portrays professional bodies in peripheral
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sites as ‘hapless and helpless victims’ of powerful British institutions. Thus in the paper the
T&T professional accounting association and its elite practising member firms are conceived
as indigenous collaborators in the imperial project that serve to facilitate contemporary US
imperialism without empire (Annisette 2000).!

Researching interest

Critical to understating how Annisette links her research method to this theoretical
perspective of imperialism, is the notion of ‘interest’. The paper attempts to illustrate how
through coincidences of interest with foreign actors (in this instance the British based
ACCA), the Institute of Chartered Accountants of Trinidad and Tobago (ICATT) — the only
professional accountancy association of T&T — and its elite practising member firms work
to ensure that accountancy developments in T&T occurred in a manner conducive to US
capitalist penetration and expansion in the country.? Interests, as the ‘weapons of choice in
political science for explaining outcomes’ (Maclean, undated), however, inhabit the social
world and thus cannot be grasped, investigated and analysed by the same research methods
as objects that occupy the physical world. Interests, for example, are not always manifest,
obvious or known (even to the social actors to whom interests are assigned). Moreover,
there is a growing acknowledgment by some political analysts that ‘interest’ is a concept
that is inextricably bound up with its cognate concepts such as beliefs and desires (Maclean,
undated.). So even from an analytical standpoint, ‘interests’ is not an unproblematic concept.
As a result, research involving interest is always by necessity an interpretive endeavour
which, rather than aiming at arriving at some singular truth, sets a more achievable
objective — that is, to present a version of truth that is coherent, consistent and believable.
Accordingly, critical accounting research on the interest of the accounting profession often
involves the bringing together of multiple data sources from a variety of research methods
so as to provide the weight of evidence required to launch a plausible set of arguments and
assertions. With reference to studies of practitioner based organizations of accountancy in
Trinidad and Tobago, Annisette uses two primary research methods to acquire evidence;
interviews and archival research. In what follows we describe the multiple roles of interview
data in revealing ‘interests’ in Annisette (2000).

Using interview data to reveal interest

Annisette (2000) draws on interviews from a variety of actors involved in professional
politics in T&T. Given the relative youth of the profession, many of the key individuals in
the early professional politics of the country were still alive and were willing to participate
in face-to-face interviews to share their reflections on the major accountancy developments
in the country and their roles therein. One such individual was Richard Hobday, past senior
partner of T&T’s first and premier professional practising firm Ernst & Young (Annisette
2010) and past president of the ICATT. Hobday was undoubtedly a member of the country’s
accounting elite and an authentic representative of this community. Moreover, as one of the
paper’s key assertions is that it was in the interest of Trinidad and Tobago’s practising elite to
maintain a system of UK-based professional accountancy education (and to resist the state’s
attempts to indigenize accounting education), Hobday would be an authoritative source
regarding this aspect of professional development in T&T. As was the case with all of the
interviews in the study, data from this particular interview is used in three distinct ways, each
of which provided some insights into what would be considered the interviewee’s interest.
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First, at a very rudimentary level, interview data was used to ascertain relevant facts — that is,
facts about actions that were consistent with interest. For example, in the paper is Hobday’s
admission of the agency of local actors:

...so we approached the Association of Certified Accountants and we got their help in
getting in-house training schemes going. Hunter Smith and Earl (Price Waterhouse) did
the same thing — it was the only route you could go

Hobday, 1995 in Annisette 2000: 640°

Here Hobday’s interview data supported the argument that the T&T practising elite
actively sought the involvement of the British-based ACCA in local professional affairs.
Whilst actions are not always indicative of interest, interview data that provides an account of
past actions which are consistent with interest are important building blocks in constructing
a plausible account of interest. Thus by establishing that it was a local pull factor rather than
an external push factor which brought ACCA into the affairs of local professional practice in
T&T, Annisette (2000) makes a first step towards a case of plausible interest.

Second, interview data provided evidence of beliefs. As noted earlier, interest is a cluster
concept linked with other concepts such as beliefs and values, which are likely to be more
readily accessible to the researcher as the actor’s interest — even if known — may not be openly
professed. Thus embedded in Hobday’s statement that the ACCA was ‘the only route you
could go’ is the belief (not fact) that the ACCA was the only solution to the professional
labour crisis the firm faced. Another of Hobday’s beliefs highlighted in the paper is that
indigenization (the alternative to importing the ACCA) was ‘both expensive and impractical’
(Annisette 2000: 652). It is noteworthy that Annisette (2000) does not in these cases present
these statements as fact; instead they are presented as beliefs which underpin the framing of
interest. This contributes to the plausibility of the account of interest in that they show that
actions were consistent with beliefs.

Third the interview gave insights into feelings — another concept bound up with interest.
Annisette (2000) presents Hobday’s assertion below to capture feelings of indifference:

indigenization was a good way of selling it [ICATT] to the politicians
Hobday in Annisette 2000: 652

Annisette’s interpretation of this statement indicates the limits placed on authoritative
sources. Hobday is an authoritative source only where it relates to matters concerning the
professional elite — in particular highlighting their activities and unearthing their interest. His
view on the motives behind indigenization was not considered an authoritative one, since
indigenization was pursued by other parties (senior state employed accountants). Annisette
(2000) instead uses Hobday’s statement to provide further fuller insight into the mindset of
the professional elite, arguing that:

the evidence collected does not support this view. Instead Hobday’s trivializing of
“indigenization” can be considered further evidence of the indifference of the practicing
clite towards early professionalization activities

Annisette 2000: 652

The examples identified here illustrate three different uses of interview data taken
from a single interview for the purposes of constructing a coherent and plausible account
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of interest.* They point to the need for the researcher to make a clear distinction between
‘fact’ and opinion/belief. Interview data on past actions should be verified by other sources
for their reliability and, where these actions are consistent with presumed interest, they
then help contribute to the argument being developed. Opinions, beliefs and feelings are
different. What an interviewee may present as fact (as in ‘the ACCA was the only way to
go’) is often an opinion or belief and requires more interpretive eftort on the part of the
researcher to link them with interest. Finally, it is important to point out that interviews as a
means of exploring interest are likely to be insufficient as a research method because of the
difficulty in accessing people’s interests and in constructing a believable interpretation on
interest based purely on actors’ accounts. Annisette (2000) supplements interview data with
a wealth of archival data culled from newspaper reports, letters, memos and other forms of
correspondence, minutes, and annual reports in addition to a host of secondary economic
data. From these multiple sources, along with the data collected from interviews, the paper
succeeds in building a plausible story about the local motives behind the ACCA-centred
internationalization of professional accountancy education in Trinidad and Tobago.

Annisette (2000) highlights how the occupational structures of accountancy work to create
coincidences of interests amongst local and non-local actors in the service of global capitalist
expansion, and thus powerfully illustrates the vital role played by accounting institutions
in the diffusion of accounting knowledge and practice. In the next section, we turn to a
consideration of how the knowledge and practices produced by these institutions in terms of
accounting practice were implicated in the 2008 banking crisis.

The banking crisis — Cooper (2015)

It was argued in the introduction that the research methods used to analyse the exercise
of power should concentrate on both the material economic context and the rationalities/
ideologies of the subject of enquiry. In a polemical piece, Cooper (2015) attempts to do this
in order to provide a critical explanation of the financial crisis and accounting’s role within
it. The paper’s research method could be described as ‘desk-based’. It sets out to explain
the financial crisis and accounting’s role within it by adopting Marxism as its theoretical
lens. The path which the research took exemplifies a method of research which secks to
understand the dialectical relationship between capitalism and its rationalities.

The recent genesis of the crisis

Cooper (2015) begins by considering the discontinuities within the forms of capitalist
activity or the renovations in production, which occurred prior to the crisis. The past thirty
years have seen discontinuities in the form of capitalism which will be described here as
neo-liberalism. This new order of economic reason and governing rationality, alongside new
modes and venues of commodification, and of course, new features of capitalism, have won
ascendency. As will be seen below, the first signs of the banking crisis became observable in
August 2007.

In the years building up to the crisis, new and sophisticated ‘financial assets’ or derivatives,
which were extremely profitable for the finance sector, were developed. The derivatives
market emerged in 1971 when dollar-gold convertibility ended and currency values,
especially for the dollar, became much more volatile (McNally 2009). So, in the 1970s
derivatives served as a response to the risks posed by volatile currency markets.> However,
the derivatives market grew by around twenty-four percent per year from 1995 until 2008
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into a global market with about 457 trillion of notional amount outstanding and over 1,700
different types of derivatives (Deutsche Borse AG 2008). Some of these derivatives were akin
to speculative gambling opportunities. A naked credit default swap (CDS) is a good example
of this. A CDS is similar to an insurance policy which can be taken by a bond issuer to insure
returns on the bond. But it is possible to buy a naked CDS, which means that it is possible
to take out insurance on bonds without actually owning them. The owners of naked CDSs
can do very well during economic crises when companies are failing.

As the derivatives market was growing, the real wages of workers in the US and UK were
falling. Consumers in the US and Britain attempted to maintain a decent standard of living
through borrowing. For home owners, massive increases in personal debt appeared to be
‘balanced’ by soaring property prices. For some, the increase in the value of their home each
year outstripped their annual salary. But, it became incredibly difficult for those without a
home, including first-time buyers, to get onto the ‘property ladder’. There was huge demand
for mortgages and plenty of liquidity in the system. Lenders consequently relaxed their
criteria for granting loans. They made many risky (sub-prime) loans.

Collateralized Debt Obligations (CDOs)

In the context of the increasing growth in derivatives markets, the finance industry found
that mortgages could constitute another form of (profitable) derivative. They bundled up the
poor-quality mortgages, mixed them up with some good-quality ones, and sold the packages
of debt, which they called Collateralized Debt Obligations (CDOs), in a process known as
securitization. CDOs became very profitable and popular.® They were seemingly less risky
than other derivatives because they were backed by ‘real assets’ — buildings. But, Cooper
(2015) argues, they triggered the financial crisis.

The crisis which had been brewing beneath the surface began to become evident on
9 August 2007, when BNP Paribas froze three of its funds. The bank indicated that it had no
way of valuing the complex assets of these funds. The ‘complex assets’ consisted of CDOs.
Larry Elliott, the Economics Editor of the British Guardian newspaper, wrote that

On the face of it, there was nothing especially memorable about August 9 2007. With
the holiday season in full swing, Britain was in relaxed, even soporific mood. House
prices were rising, unemployment was falling, the economy was growing at an annual
pace in excess of 3%. ... The sports pages were full of cricket and the build-up to the
new football season.
It was, however, the day the world changed. As far as the financial markets are concerned,
August 9 2007 has all the resonance of August 4 1914. It marks the cut-oft point between
“an Edwardian summer” of prosperity and tranquillity and the trench warfare of the
credit crunch — the failed banks, the petrified markets, the property markets blown to
pieces by a shortage of credit.

Elliott 2008

No-one seemed able to predict that this was the beginning of a significant economic
crisis. Nonetheless, the financial authorities acted swiftly and decisively to try to calm the
situation. The European Central Bank and the US Federal Reserve injected $90 billion into
anxious financial markets. Also akin to World War I, the many people who believed that it
would ‘all be over by Christmas” were soon to be proved wrong. In September 2007, the
UK bank Northern Rock was confronted by the first run on a British bank for 150 years,
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after the demand for CDOs fell. Then early in 2008 J.P. Morgan acquired Bear Stearns.
In September, the US government took Fannie Mae and Freddie Mac (two huge firms
that had guaranteed thousands of sub-prime mortgages) into public ownership, and then
Lehman Brothers filed for bankruptcy. The demise of Lehman Brothers demonstrated that
the technologies of accounting were insufficient to deal with the raft of complex financial
derivatives on (and off) Lehman Brothers’ balance sheet. In the weekend before the demise
of Lehman Brothers, the bankers and regulators working in the headquarters of the New
York Federal Reserve were reportedly told by a member of Lehman Brothers’ staft, “We have
no idea of the details of our derivatives exposure and neither do you.” (Guerrera and Bullock
2008). Lehman Brothers’ collapse was followed by a series of banking failures including
HBOS, the UK’s largest mortgage lender, Royal Bank of Scotland, Lloyds TSB, the US’s
Washington Mutual and Wachovia, and Iceland’s three largest commercial banks — Glitnir,
Kaupthing, and Landsbanki.

The collapsing house of cards

During 2008, the world financial system seemed to be tumbling like a house of cards.
Nation states tried to restore financial stability. In April 2009, the G20 agreed on a global
stimulus package worth $5 trillion. But the reverberations of the crisis continued to echo
across the world. In October 2009, George Papandreou’s newly elected socialist government
discovered that Greece’s financial deficit was double what was previously feared. This led
to Greek debt being awarded junk status, two weighty bailout packages and the most severe
austerity packages imposed on the Greek people. In 2010 the European Central Bank bailed
out Ireland, and in 2011 Portugal was bailed out. The repercussions of the crisis are still
being felt around the globe in 2016.

The human cost of the 2007-8 financial crisis has been horrendous, and is impossible
to describe in this short chapter. Rising levels of unemployment became a feature of many
people’s lives after 2007. A background paper prepared for the World Development Report
2014 notes that close to 30 million people have lost their jobs since 2007 as a direct result
of the financial crisis. Worryingly, it seems that young people have been particularly badly
affected. In Greece and Spain, fifty percent of young people are unemployed and the figure
for the Euro area as a whole is twenty-five percent. The OECD issued a report in 2013 which
stated that the global economic crisis has had a profound impact on people’s wellbeing,
reaching far beyond the loss of jobs and income, and affecting citizens’ satisfaction with
their lives and their trust in governments. While worldwide poverty cannot be blamed solely
on the financial crisis, since the crisis, more people in the economic north have fallen into
poverty. For example, in the US, poverty rose by fifteen percent in the 2008-11 period.
The Gini index, a commonly used measure of income inequality, has also worsened for a
number of advanced countries and some countries in emerging Europe and Sub-Saharan
Africa. Social and family cohesion has suttered since the onset of the crisis, with increased
rates of mental illness, substance and child abuse, and suicides. Contflicts, violent protests,
and perceptions of crime have become more prevalent (United Nations 2013).

The accounting issues: fair value

The financial crisis seemed to come to light when the problems of accounting for ‘complex
assets’ like derivatives were acknowledged. Accounting technologies could not cope with
the CDOs in the BNP Paribas Funds. And the information which accounting provided was
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severely flawed (as in the case of Lehman Brothers). This is in spite of the fact that the
prestigious institutions which failed so dramatically had publicly available financial statements
with clean audit reports (Sikka 2009). The accounting rules regarding complex financial
assets were problematic. In the run up to the crisis, accounting rules allowed some assets to
be shown at cost, others at fair (or market) value and others not at all (through structured
investment and other ‘oft balance sheet’ vehicles) meaning that financial institutions were
accounting on an ‘inconsistent basis” and the accounting rules made it fairly easy for financial
institutions to hide their losses (Butler 2009). While different facets of accounting were
involved in the crisis, ‘fair value accounting’ (FVA) seems to have come under the closest
scrutiny. Power (2010) argued that the evolution of derivatives pressured accounting standard
setters to develop new standards and broaden the use of fair value accounting.

Arnold (2009) notes that there were a number of financial research papers on fair
value accounting published before the financial crisis which used research methods
and methodologies devoid of any concern with power, nor with any social, economic or
political contextualization. These papers were concerned with the ‘informational content’ of
accounts which used fair value for capital markets rather than evaluating fair value’s potential
macroeconomic consequences. She stated that too much financial accounting research is
limited and ultimately shaped by the availability of quantitative databases. This presents a
problem, since there is no publicly available empirical data on off-balance-sheet entities,
credit default swaps and other privately traded derivatives. Due to its micro economic focus
aligned with the problems of collecting data, too much accounting research appears to be
oblivious to the most socially important aspects of accounting practice. In other words, in
order to understand the financial crisis, the methods of financial economics based research
are flawed because, aside from methodological problems, this research relies too heavily on
quantitative databases which are empirically inadequate.

But as accounting researchers, how should we set about doing better than financial
economic inspired research? In the wake of the crisis, critical academic research adopted a
broader field of vision and expressed important concerns about fair value accounting, auditing,
oft-balance-sheet financing and accounting regulation (Arnold 2009, Gup and Lutton 2009,
Hatherly 2013, Krumwiede 2008, Laux and Leuz 2009, Magnan and Markarian 2011, Sikka
2009, Whittle et al. 2014). This research understood the broader dynamics of capitalism.
Cooper (2015), while recognizing the importance of the social, economic and political
context of the crisis, was different in that she was concerned that one would be ‘missing
the point’ to blame the financial crisis on fair value accounting. Is fair value accounting ‘the
problem’ or are there much more fundamental problems with the ‘material continuities’ —
capitalism? To consider this question Cooper (2015) used a Marxist theoretical lens, which,
rather than providing albeit important and interesting piecemeal explanations (fair value,
audit and so on), adopts a more holistic view of society.

Fair value through a Marxist lens

Cooper (2015) drew upon two aspects of Marx’s work — the labour theory of value and
fictitious capital. According to the labour theory of value, only human work (labour) can
create value.” Fictitious capital is any form of investment (for example bonds, stocks, and
derivatives) which is based upon the expectation of future returns. Since the expected returns
may or may not be produced in the future, they are fictitious. From a Marxist perspective,
there is a form of insanity in any society which believes that investment in fictitious capital
(for example, naked credit default swaps) is just as important as investment in real production
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(for example, the creation of sustainable energy technologies) (Harvey 2006). If massive
investment flows to forms of fictitious capital which are not based upon the creation of value,
this will, sooner or later, provoke an economic crisis. So from a Marxist perspective, the flow
of money into forms of fictitious capital which are purely speculative and not part of the
value creation process was a central part of the recent crisis (see Chabrak 2014).

Cooper’s (2015) work enabled both a compelling explanation of the crisis and a more
profound understanding of the fair value accounting debate. In terms of the contemporary
debates in accounting surrounding whether or not we should have fair value accounting,
mark to model accounting, historical cost accounting or something else which will give
investors information about the future, the blunt fact is that such discussions totally miss the
point that the value of claims to future cash flows are, in Marxist terms, fictitious.®

The crisis should disabuse us of our seemingly blind faith in markets and their ability to
‘give correct prices’ concerning the production of value by workers in the future. We cannot
‘know the future’, in spite of the Chicago School’s reduction of the idea of expectations to
the domain of knowable outcomes with attached probabilities (Friedman 1953). In some
deeply disturbing sense, activities in financial markets are rather like those in bookmakers.
They are both based upon the ideological premise that experts (gamblers or investors) can
predict the future better than anyone else. However, there remains a strong ideological belief
in markets which has not diminished since the crisis. There is still a widely held belief that
markets are efficient, that they are the best allocators of social resources and that society
should allow its participants to pursue their own financial self-interest with no restraint or
regulatory oversight (Soros 2008).

Cooper’s (2015) method meant reflecting on the ideas/rationalities which underpinned
the practices which led to the crisis. The research method for this involved considering where
the ideas developed, whose interests they served and how they were disseminated. Annisette
(2000) gives an answer to this question in terms of professional accounting institutions;
Cooper (2015) highlights the multiple ‘sources’ of these rationalities.

The rationalities underpinning the crisis

Although the roots of neo-liberalism go back many years, Cooper (2015) considers the more
recent roots which have been credited to Hayek’s (1943) Road to Serfdom (Fine 2008, Foucault
2000). Hayek’s ideas remained contested and unpopular for several decades but began to
find a wider audience with the collapse of the post-war boom in the 1970s and the crisis
of Keynesianism (MacKenzie 2006). Perhaps surprisingly, Hayek’s ideas were developed
in accounting and finance departments (especially in Chicago and Rochester) rather than
economics’ departments. They were also developed and disseminated by organizations like
the Mont Pelerin Society (Chabrak 2012). These ideas form the foundations of what would
be described today as financial economics. Financial economics is not concerned with what
might be described as the ‘real economy’. It is concerned with the contracts for various
financial variables. For example, interest rates, bonds, shares and so on. Financial economics
is based upon the ideological foundation that portrays human beings as self-interested and
rational. Furthermore, according to the ideology of financial markets, people who relentlessly
pursue their own self-interest produce the best overall result for society as well. Thus, there
is a kind of moral dimension to the ideas which underpin modern finance theory.

To understand the relationship between neo-liberal financial economic ideas and the
practice of finance Cooper (2015) draws heavily on MacKenzie (2006). MacKenzie (2006)
argued that the models developed in financial economics did not simply provide tools for
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valuing financial assets (a camera); they drove financial markets (an engine). In short, when
financial economics models are incorporated into society’s algorithms, procedures, routines
and material devices, they become, ‘performative’. Indeed, the dominant rationality which
has developed under neo-liberalism is that so long as a few sophisticated market participants
are allowed to trade freely and everyone pursues their moral duty to become as wealthy as
possible, then society overall will be as good as it can be. With this understanding of the
importance of the rationalities of financial economics, Cooper (2015), following MacKenzie
(2006), provides a relationship bridge between financial economic rationalities and the
practice of finance including the massive growth of derivatives, the making of loans to people
who had little hope of repaying them, and then the packaging and sale of these loans to make
even more profit. Eventually this triggered a financial crisis when the most vulnerable in
society — weighed down by debt — could not afford to pay for their homes.

The research methods in Cooper (2015) could be described broadly as ‘desk-based’. What
underpinned the direction this research method took was the critical methodology of the
paper and its theoretical lens. In short, it attempted to delve into the financial crisis and
accounting’s role within it by taking a Marxist historical perspective on the discontinuities
and continuities of capitalism and its rationalities.

Conclusion

The two articles discussed in this chapter — Annisette (2000) and Cooper (2015) —
demonstrate that to understand the breadth of the concept of power, we need to use differing
research approaches that consider different aspects of its reach. Cooper’s (2015) more
synoptic approach to analysis is synergistic with Annisette’s (2000) more localized study.
Although we focused on two research methods that have been used in critical accounting
research to capture the exercise of power, they are by no means the only methods used by
critical accounting researchers. The divergent research methods used in these two papers
themselves reflect the vast range of approaches to research that are considered acceptable
critical accounting excursions into the exercise of power.

Moreover, in a sense, these two papers stand at opposite ends of the continuum regarding
the use of theory in critical accounting research. Cooper (2015), adopting a deductive
approach, seeks to illustrate the continued relevance of Marx’s theorizing in our contemporary
understanding of global capitalism. Focusing on the 2008 global financial crisis on which
there is already a burgeoning body of research, secondary evidence is sufficient to support
Cooper’s thesis of the continued salience of the Marxist concept of fictitious capital, thus
resulting in a paper based on a research method described as desk-based.

On the other hand, the use of theory in Annisette (2000) can be placed on the inductive
end of the spectrum. Unlike Cooper (2015), Annisette (2000) does not seek to corroborate
a theory. Instead, the paper sets out to explain an empirically observed problem. In this
instance, the collection evidence (primary and secondary) precedes the theoretical choice
and it is only later in the research process that the theory is invoked to make sense of the
patterns that have been observed empirically. This, however, is not to assert that an inductive
approach to research is bereft of a pre-existing theory. Indeed, the mere identification of a
situation as ‘problematic’ and worthy of research implies a particular theoretical orientation
which in turn informs judgements about what is an important subject for research.

Thus what connects these two works, despite their divergent research methods and
approaches to theory, is that underpinning them is the concern to challenge and ultimately
change existing social structures by denaturalizing the power relations that are embedded
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within them. The need for research which sets out to do this is crucial. Under neo-
liberalism, many people, especially the young, have little hope of finding full-time secure
employment; and those with work are on zero-hour contracts with falling real wages, and
little or no hope of a retirement pension sufficient for a modest standard of living. The
material conditions of existence for the majority are declining precipitously. At the same
time, capitalist economic rationality has, like a virulent virus, spread from the workplace and
the ‘realm of the economic’ to every facet of human lives, to the extent that the subjectivities
of those with employment, animate a 24/7 working mentality — at any moment of the day
workers are always working (Hardt and Negri 2001, Cederstrom and Fleming 2012, Brown
2015). Worse, in 2016, according to neo-liberal rationality people are construed on the model
of the firm and are accordingly expected to act in ways that maximize their (human) capital
value, through entrepreneurialism, self-investment and/or attracting investors/networking
(Brown 2015). Accordingly, the research methods used to analyse the exercise of power
should concentrate on both the material economic context and the rationalities/ideologies
of the subject of enquiry.

Notes

1 Robinson and Gallagher’s theory of imperialism therefore permits Annisette (2000) to argue
that T&T’s formal independence from Great Britain signified a move from formal British rule
to informal rule dominated largely by the US. In short the country went immediately from
formal British imperialism (colonialism) to informal US imperialism. The paper provides data
to suggest that during the closing era of British colonialism, the commanding heights of the
T&T economy were already showing a gradual shift away from British economic domination
to US economic domination. Thus the argument is advanced that ‘whilst independence meant
a relaxation of formal constitutional links with Great Britain it also signaled the development
of tighter economic links with the US, creating a close triangular relationship between T&T,
Britain and the US’ (Annisette 2000: 640-642).

2 Importantly, Annisette also suggests that not all local elements represent collaborative forces.
So she also identifies those local resistance groups who represent countervailing forces and the
relative strength or weakness of the forces of collaboration and resistance (Annisette 2000: 635).

3 The Association of Certified Accountants referred to by Hobday is the current-day Association
of Chartered Certified Accountants, otherwise known as the ACCA.

4 Obtain