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Abstract

This thesis studies the rise of non-financial and future-oriented narratives in the
regulatory framework for financial reporting standard-setting and legislation in the
UK in the 1990s. The questioning of financial reporting numbers that surfaced in

these debates is called here a “mistrust in numbers”.

To study the moments when a ‘trust in numbers’ is destabilised through these
debates, the thesis focuses on three interrelated processes of financial reporting
change. First, the thesis addresses the ways in which accounting sought to expand
into new territory — territory in which the emergence of a category of non-financial
and future-oriented accounting became closely linked to a rethinking of the
concepts of how to govern British companies in the last two decades of the 20®
century. Second, the thesis analyses how the expansion of accounting standard-
setting beyond a focus on the financial statements in the early 1990s was made
possible by the interplay of a number of ideas — some complementary, others
competing — about the technical, professional, and intemational role of the British
Accounting Standards Board. Third, the thesis analyses the agenda-setting process
for the British Company Law Review between 1998 and 2002. It outlines how,
through this reform process, a realignment between law, accounting, and “the State”
was sought, one that mediated and structured at the same time modes of economic

governance pertaining to both “the State” and “the market”.

This thesis concludes that the calls in the UK for supplementing financial
statements with non-financial and future-oriented reporting elements constitute a
significant rethinking of the roles of accounting and regulation in organising
economic life. This rethinking entails, it is suggested, a move away from an
emphasis on the neutrality and objectivity which has typically been associated with
accounting numbers, and towards one aspiring to provide “transparency” based on

an underlying economic reality.
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Chapter 1

FINANCIAL REPORTING BEYOND THE NUMBERS

“I think the OFR is going to be THE document that should be really
looked at, because the [financial] accounts will only be the
appendices to it.”

(Standard-setter F)

1 Expansions of financial reporting frameworks

Narrative non-financial and future-oriented reports have increasingly been
elaborated as an integral part of the financial reporting framework, both in the UK
and internationally. They are expected to give visibility to a broad range of
economic activities and relations — much broader than those contained in the
financial statements. In these reports, company directors are supposed to present an
evaluation of the performance and the prospects the business. This is supposed to
include reporting on the objectives of the business and the strategies for
successfully achieving them — given the resources available, and the principal risks
and uncertainties facing the company. From the perspective of report-users,
additional non-financial and future-oriented statements in the annual report of
companies are seen as a means of interpreting the current and future operating
performance and financial position of companies in increasingly complex and

dynamic economic environments.

This research analyses the events that made financial reporting “beyond the
numbers” possible. It focuses on the rise of regulatory frameworks for non-financial
and future-oriented reporting in accounting standard-setting and regulation in the
UK in the 1990s. Britain has been leading the regulatory developments in this area
for almost two decades. The British Accounting Standards Board (ASB) was the
first national standard-setter which launched a project for standardising the
voluntary presentation of non-financial and future-oriented management

commentary in the annual report of companies. The Statement: Operating and



Financial Review was published in 1993." The UK was also the first jurisdiction to
pick up ideas of non-financial and future-oriented accounting as subject for
statutory regulation. A mandatory Operating and Financial Review (OFR) was
proposed during the British Company Law Review (CLR) launched in March 1998
by the Department of Trade and Industry (DTI). In 2005, a legal requirement for
directors of British listed companies to prepare a mandatory OFR as part of the
annual report was introduced.? Although the OFR Regulations 2005 were repealed
after a short political turmoil in the same year (Brown 2005; DTI 2005), section 417
of the New Companies Act 2006 still requires all medium to large British companies

to prepare a conceptually similar “enhanced Business Review”.?

Since the start of the 21% century, similar expansions of the financial reporting
framework into the areas of non-financial and future-oriented reporting have taken
place in other countries, too. The Australian Corporations Act 2001, for example,
introduced a requirement for listed companies to report on strategies and future
prospects. In Canada, the Ontario Securities Commission (OSC) reformed the
existing requirement to produce a Management's Discussion and Analysis of
Financial Condition and Results of Operations (MD&A) in 2004 to discuss and
analyse past corporate performance and future prospects.’ Since 2005, formal
requirements for additional non-financial and future-oriented narrative disclosures
in financial reporting have also been introduced in the European Member States.
They were implemented into national law following the introduction of the
Modernisation Directive (EC 2003a). It introduced a basic Business Review
requirement, including the reporting of financial and non-financial key performance
indicators (KPIs). The Directive also demanded that environmental and employee

matters be covered “to the extent necessary” for an understanding of the current and

! The term “Operating and Financial Review” (OFR) was coined by the ASB in one of the meetings of the Board
in 1991/92 to describe narrative statements in which company directors explained their perception of the
current position and future prospects of the business (Standard-setter D).

2 The Companies Act 1985 (Operating and Financial Review and Directors’ Report etc.) Regulations 2005.

3 The requirement came into force for financial years beginning on or after 1 October 2007 (BERR 2007a). For
the definition of medium sized companies and a concluding definition of large companies, see sections 465 to
" 467 CA 2006.

4 Section 299A Corporations Act 2001.

5 The original Canadian MD&A requirement was introduced in 1989 with the Policy Statement No. 5.10 dnnual
Information Form and Management's Discussion and Analysis of Financial Condition and Results of
Operations. The 2004 revisions are laid out in Canadian Securities Regulators National Instrument 51-102
Continuous Disclosure Obligations.



future performance of the business. ® Most recently, on 23 June 2009, the
International Accounting Standards Board (IASB) published an Exposure Draft:
Management Commentary (IASB 2009) with proposals for a non-mandatory
framework to guide the preparation of additional narrative disclosures on the
underlying financial and non-financial drivers of long-term business performance. It
will provide the first set of international financial reporting guidelines for voluntary

disclosure on non-financial and future-oriented information.’

The regulation of OFR-type reporting, including the enhanced Business review, in
the UK and internationally emphasises the role narrative statements from the point
of view of company directors play in providing the context within which the
information that is provided in the financial statements should be interpreted. The
preparation of OFR-type reports, therefore, significantly extends the range of
reporting issues within the financial reporting framework: The stress on reporting
on the main trends and issues which are likely to affect the future of the business
open up financial reporting to environmental, social, and community
considerations. They also require that wider stakeholder relationships, including
employees, customers, and suppliers, be taken into account and discussed in
financial and quantitative, but also in non-financial and qualitative statements.
Although accounting professionals were already developing alternative
measurement and reporting techniques by the end of the 1970s (Abbott & Monsen
1979), the focus of OFR-type management commentary is different from that of
voluntary frameworks for environmental and social disclosure.® Ideas of “social
accounting”, which originated in the early 1970s, focus on accountability
mechanisms that go beyond representations of corporate activity in economic terms
and, instead, emphasise their ethical and ecological aspects (cf. Gray 2002). In
contrast, calls for additional non-financial and future-oriented statements in

financial reporting stem from a development in the 1980s and the 1990s during

¢ The Directive 2003/51/EC of the European Parliament and of the Council (Modernisation Directive) amended
the 4% (EEC 1978) Council Directive on annual accounts of companies and 7% (EEC 1983) Council Directive
on consolidated accounts.

7'The MC project was added to the active agenda of the IASB in December 2007 (IJASB 2008). The comment
period on the ED will end on 1 March 2010 (IASB 2009).

8 For example, Emnst & Emst, which was then a “big 8” accounting firm, was the first to develop a list of
measurement categories for “social responsibility disclosures” in the UK (Abbott & Monsen 1979). For a
review of professional initiatives in the emerging field of social reporting in the US during the 1970s, see
Ramanathan (1976).
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which notions of social and environmental performance became more closely
linked to ideas of financial reporting and economic performance (Shaw 1990, p.

xxi; Eccles 1991).

However, the recent calls for additional disclosures to supplement the financial
reports in the UK and intemationally are in themselves not new. The provision and
regulation of additional narratives in the annual report has a relatively long history
in the UK and other jurisdictions, such as Germany and the US. Germany already
introduced a mandatory management report (Lageberichf) to explain and comment
on the financial statements of public limited companies in the
Aktienrechts(not)verordnung 1931 (Eierle 2005). And directors of UK companies
have published voluntary narrative statements on “the state of the company's
affairs” for more than a century (Lynex 1945; Camfferman & Zeff 2003). The
British legislator introduced regulatory provisions for the preparation of a
“Directors’ Report” in the UK as far back as the Companies Act 1948.° In the US,
the Securities and Exchange Commission (SEC) introduced the requirement for the
presentation of an MD&A in the annual report of US public companies in 1968
(Dieter & Sandefur 1989; Collins et al. 1993; Hiifner 2007). 19 Transnational
regulation at European Union (EU) level also introduced a basic management
commentary requirement for limited liability companies through the 1978 Fourth
European Accounting Directive. This required companies in all Member States to
“[...] include at least a fair review of the development of the company's business

and of its position” in their annual report (EEC 1978, art. 46).

Despite the relatively long history of regulating additional disclosures in the annual
report, the recent debate differs in three ways. First, it no longer focuses only on the
past. Recent proposals for narrative disclosure emphasise the provision of
information on the current potential of the firm to meet its long-term objectives.
Second, it regards the presentation of additional narratives as an integral part of the
financial reporting package rather than a separate form of disclosure. The third and

most striking aspect of the proposals for additional management commentaries in

% Section 157 CA 1948.

19 The US Securities and Exchange Commission (SEC) reformed the framework for “Management’s Discussion
and Analysis of Financial Condition and Results of Operations” in 1980 (SEC 1980). The current framework
emphasises a focus on the financial statements as a whole. The original MD&A (SEC 1968) had been
primarily concerned with a summary analysis of earnings and their components (Dieter & Sandefur 1989).
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financial reporting has been the fundamental questioning of financial reporting
numbers as an issue for governing that has surfaced in many different environments
in the UK as well as internationally. Ideas of non-financial and future-oriented
reporting can be traced back to the emergence of significant doubts about the
neutrality and objectivity of financial reporting numbers as an instrument for
intervening in business enterprises and the economy. The development of new ways
of questioning the role of accounting in govemance is described as a “mistrust in
numbers” in this research. The term is used in this thesis to describe the view that
financial statements alone were not sufficient to convey a picture of the economic
reality of companies to internal and extemal decision-makers in times of
increasingly complex and dynamic business environments. These observations
seem to be contrary to the argLunent that the role of accounting in governance is
founded on a “trust in numbers” (cf. Porter 1995). This idea of a “trust in numbers”
refers to a financial mentality that accords numbers a particular neutrality and
objectivity in the operationalisation of political programmes aimed at governing
social and economic activities in many different domains (cf. Miller 1990; Rose
1991; Robson 1992; Miller 1994a, 2001; Mennicken & Vollmer 2007; Mennicken
et al. 2008). In particular, the idea of translating complex processes of production
and exchange into a “single financial figure” (Miller 1994a, 2001) has been referred
to in explanations of the close ties between accounting and economic decision-
making (Hopwood 1992).!

This thesis explains the problematisations of financial reporting numbers as an issue
for governing and their translation» into regulatory reform projects in the last two
decades of the 20™ century. This is also a study of the conditions which made the
rise of a category of non-financial and future-oriented accounting possible as an
issue for accounting standard-setters and regulators in the UK during the 1990s.
Moreover, what distinguishes this study of the role of accounting in regimes of
governing economic life is the attention paid to the interplay between accounting
and other forms of ordering, such as law. Studies of the role of accounting in
government have so far concentrated on the role of accounting as an element of

decentralised regimes of governing which were somewhat distanced from the

! The discussion of accounting numbers in the “pursuit of objectivity” (cf. Porter 1995) in economic governance
is further elaborated in the final chapter of this thesis.
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administrative apparatus of “the State” (Miller 1990). The mandatory OFR event,
however, suggests to explain the role of accounting in governance in relation to the
moments in which accounting was caught up in the making of centralised forms of

regulation in state-law.

The remainder of this chapter outlines the theoretical, conceptual, and
methodological considerations which underlie the study of the moments in which
financial reporting numbers were problematised as an issue for governing. This is
done in three parts. The next section presents the conceptual implications of studies
of accounting and government that have focused on similar destabilising moments
of accounting change. It introduces the body of literature which provides the
analytical framework for the study of the specific moments of problematising
financial reporting numbers and proposing non-financial and future-oriented
practices as alternative “accounting solutions The concepts that are referred to
include a perspective on accounting as an element of governmentality; ideas of
change as processes of problematising; a notion of arenas and constellations of
accounting change; and the concepts of regulatory space and logics of
appropriateness. The third section that follows addresses the “questions of method”
regarding the collection and analysis of data that result from the conceptual
framework in this research. The section outlines the central role of the study of
discourses in analyses of governance reform. In addition, it gives an overview of the
sources that have provided the primary empirical data for addressing the questions
in this research and outlines the process of the data collection. This chapter ends
with an overview of the issues that are addressed in the remaining four chapters of
this thesis.

2 Destabilising moments

Studies of accounting and governance have proposed that accounting reform is
never complete. This is because new accounting practices, once introduced, seldom
achieve full operationalisation of the programmatic aspirations in the name of
which they were put forward. This results in further problematisations of existing
modes of governing and the perpetual translation of “failures” of accounting into
proposals for the “improvement” of accounting practice (Hopwood 1983b; Miller &
Rose 1990, p. 10; Hoskin & Macve 1994; Young 1995). Correspondingly, this

thesis sees the OFR events as destabilising moments - moments of change in which
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the ideas and practices of governing economic life were contested, adjusted, and

reinvented.

The study of the rise of non-financial and future-oriented reporting in accounting
standard-setting and regulation in the UK in this thesis draws considerably on a
small number of writings that describe similar destabilising moments in which the
roles and purposes of the financial reporting statements as an issue for governing
were called into question. These studies of financial reporting standard-setting and
regulation have drawn on multiple concepts and theories from other areas and
disciplines, such as sociology and political science, and developed new perspectives
on the study of accounting change. For example, they proposed to examine
accounting change at the intersection of the wider accounting and non-accounting
debates that make their distinct and otherwise disparate concerns self-evident in
accounting terms (Burchell et al. 1985; Robson 1991). Furthermore, they suggested
that incremental changes in regulation take place when accounting issues come to
be seen as problematic and lead to calls for improvements to the financial reporting
framework (Young 1994). These studies have also emphasised that what counts as
“right” accounting may differ according to the different programmes of governing
in whose name financial reporting reform is mobilised (Young 1995). Finally,
existing studies of financial reporting standard-setting have proposed that regulatory
reform is driven by concemns with the ability of financial statements to provide input

into the economic decisions of account users (Young 2006).

Interestingly, these studies of accounting regulation have not suggested a general
questioning of financial reporting numbers as a central element in regimes of
governing social and economic life. Their analyses of processes of financial
reporting change do not indicate doubts about an underlying ability of accounting
numbers to provide “facts” (Young 1995). Although the studies by Burchell et al.
(1985) and Robson (1991) are also concerned with the introduction of additional
accounting reports, the “value added event” in the UK in the 1970s, which they
analysed, still attempted to improve financial measures of corporate performance
and wealth creation. This study of the OFR events in the UK, however, suggests
that the proposals for non-financial and future-oriented reporting co-emerged with
problematisations of the roles and purposes of financial reporting numbers as an

issue for governing business enterprises and economic life at large. Accordingly,
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the accounting change in the OFR events in the UK was not a case of calls for

“better” financial representations, but of calls for different accountings.

The observation of a “mistrust in numbers”, therefore, opens up a new set of
questions in the study of accounting change. First, how do “new” categories of non-
financial and future-oriented accounting emerge? Second, how do they become an
issue for regulatory reform in accounting standard-setting and legislation? And,
finally, how does this change existing views on the interrelations between
accounting and wider ideas of governing businesses and economic life? To address
these questions, this research focuses on the particular moments in which
accounting numbers have been problematised and non-financial and future-oriented
“solutions” were proposed. In doing so, the analysis draws upon a set of interlinked
literatures which focus on the interrelations of political programmes and the

calculative practices of accounting in the governance of social and economic life.

The remaining paragraphs of this section develop the conceptual approach in this
thesis. They outline the benefits and limits of drawing on studies of accounting as
an element of governmentality and on the analytical constructs of the accounting

constellation, regulatory space, and logics of appropriateness.

2.1 Accounting and government

The calculative practices of accounting have come to be seen as an intrinsic and
constitutive element in the governance of social and economic relations throughout
the 20" century (Miller 2001; Vollmer 2003).'? Studies of accounting and
government generally relate to an intellectual movement of the 1970s which
expressed growing reservations about Marxist accounts of power and conflict
between interest groups and “the State” as the central element in public policy
making (Krasner 1978, p. 6; Skocpol 1985, pp. 4 & 7; Hall 1993)."% As part of this
movement, the social sciences and policy makers increasingly described “the State”

as a heterogeneous actor, that was made up of dispersed social networks, which

12 The works of Weber (1978) already proposed a central role for the monetary practices of “capital accounting”
in the rise of capitalism. Recent writings in the area of economic sociology have emphasised a performativity
of calculating practices in constituting “the economy” (cf. Callon 1998; Mackenzie et al. 2007).

'3 The term “policy” is used in this research in its broadest definition as “the objectives and practices of any
agent in the economic sphere” that “are articulated and made operable through particular calculative
practices” (Miller 1994b, p. 13). “Public policy” in this research will be referred to in a narrower sense as
Governmental policy.
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replaced “realist” perceptions of a relative power-monopoly of regulatory
authorities (Foucault 1976, p. 123)."* From that point of view, “the State” only
indirectly shapes political and social processes while it is at the same time
constituted and influenced by them (cf. Skocpol 1985; Foucault 1991b; Rose &
Miller 1992; Hall 1993; Hunt 1997; Wickham 2006). As Burchell et. al. (1991, p. x)
suggest:

“[G]overnment is not just a power needing to be tamed or an
authority needing to be legitimized. It is an activity and an art which
concerns all and which touches each.”

The departure from Marxist perceptions of “the State” as a “unitary agent” (Hunt
1992) was among other things reflected in an emerging scholarly body of studies of
governmentality (cf. Foucault 1991a). They propose a view of “the State” as a
“mythicized abstraction” (ibid., p. 103) whose powers to govern “the wealth, health
and happiness of populations” (Rose & Miller 1992) are widely dispersed in
“governance networks”. These networks consist of complex and fluid associations
between multiple political entities and practices which rise above a dichotomy
between “State” and “civil-society” (cf. Miller 1990; Miller & Rose 1990; Foucault
1991a; Rose & Miller 1992; Miller & Rose 2008a). Nevertheless, the notion of
“governance” maintains the assumption that the “real” is programmable and “can be
acted upon and improved by authorities” in the name of higher ends (Rose & Miller
1992, p. 183; Miller 2001).15 Accordingly, it has been proposed that:

“As with government, we find a conviction that there exists a
calculable answer to the problems of the enterprise and even of
social life.” (Miller 1994a)

To describe the networks that attempt to act upon social and economic activities,
analyses of governmentality suggest a focus on the historically and spatially specific

rationalities, programmes, and technologies of government. Highly abstracted

! Foucault interpreted the powers that govern behaviour in modern society as widely dispersed “micro-powers”
that align and realign in specific moments (Foucault 1980b, 1981; Hunt 1994, p. 18).

S In this research, the terms “governance” and “government” are used interchangeably to refer to any
mechanism for steering the conduct of others or oneself (Hunt 1997, p. 116; Pierre & Peters 2000, pp. 1-2).
This is consistent with a notion of “regulation” in its widest sense, involving all forms of social control over
the actions of individuals, organisations, or society as a whole (Baldwin et al. 1998a). The term “law” is used
exclusively in relation to public laws. The capitalised term “Government” is used to refer to the group of
persons who hold the principal executive positions in a nation state. In the United Kingdom, they are the
Prime Minister and the Cabinet, including the heads of government departments.

16



political rationalities outline the ways of thinking about who governs what and how
(Miller 1990; Miller & Rose 1990; Gordon 1991; Miller 1991; Rose & Miller
1992). These “principles of government” (Miller 1990) do not necessarily describe
clearly distinguishable historic eras, yet particular vocabularies for describing
authority may be shared over longer periods of time. This has allowed the social
sciences to identify general families of govern-mentalities. For example, the
governing rationales of “liberalism” have been associated with a notion of “the
private”. Ideas of “the welfare state” are based on common aspirations to “the
social”. Contemporary “neo-liberal” and “advanced liberal” regimes of goveming
have been linked to an emphasis on “the market” and “ideas of freedom” as the

structuring themes of government (Miller & Rose 2008b).

On the issue of how these abstract ideas link to the local activities that they seek to
govern, writings in governmentality suggest an analytical focus on the more specific
programmes and technologies that make the practices of government possible
(Miller 1990; Miller & Rose 1990; Rose & Miller 1992; Miller & Rose 2008b).
Programmes of government outline particular strategies, claims, and prescriptions,
such as getting accounting “right” (Young 1995) or “securing” economic
competitiveness within the wider frameworks of political rationalities. They are
closely linked to notions of technologies of government. These refer to the explicit
practices and techniques that are expected to help operationalising abstract ideals at
the level of local processes and activities (Miller 1990; Miller & Rose 1990; Miller
1991).

“[T]echnologies of government seek to translate thought into the
domain of reality, and to establish ‘in the world of persons and
things’ spaces and devices for acting upon those entities of which
they dream and scheme.” (Miller & Rose 1990)

The argument that government is at the same time technical and ideological is
consistent with studies of accounting as a social and institutional practice (cf.
Hopwood 1983b; Hopwood & Miller 1994; Napier 2006). These studies are built
on the idea that accounting is “much more than an isolated technical endeavour” but

“imbued with an ever expanding set of purposes” (Hopwood 1992) that define the
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roles of accounting “in the context in which it operates” (Hopwood 1983b).'® This
links the study of government to the study of accounting. Programmes of governing
“at a distance” (cf. Latour 1987) in widely dispersed governance networks have
placed particular weight on mechanisms of information gathering and devices of
inscription:

“Recording, counting, tabulating, calculating, comparing have

become both the means by which governmental intervention expands
and one of its chief by-products.” (Hunt 1994, p. 27)

The calculative practices of accounting in particular have been ascribed a key role
in rendering the objects of economic government visible and comparable to norms
and standards of social and economic behaviour. By elaborating the calculative
techniques of accounting in terms of a political language of, for instance, “economic
efficiency” (Hopwood 1992), “modemising society” (Miller & Rose 1990), or
“order and commerce” (Miller 1990), accounting practices become a translation
mechanism between highly abstract policy programmes and the activities of
individuals and organisa’cions.17 This means that, on the one hand, accounting
allows the recorded activities to be seen in terms of these abstract notions. On the
other hand, accounting representations create possibilities for direct modes of
monitoring and intervening by others or through indirect modes of self-control and
self-governance (Miller 1990; Miller & Rose 1990; Miller 1991; Miller & Power
1992; Rose & Miller 1992; Miller 1994a; Rose 1999, p. 153; Miller 2001).

Above all, the language of “neoliberalism” has been associated with regimes of
governing that are only loosely connected to modes of formal intervention by the
executives and bureaucracies of national Governments (Miller & Rose 1990, p. 1).'*
Related studies of the relationship between neoliberal modes of economic
management and accounting suggest a conceptual interconnection of accounting
and “the economy” (Miller 1990; Hopwood 1992). The “transformative capacities”

of accounting in regulation, therefore, rest on the idea that processes of information

1 Similarly, Hacking points at the idea that new ways of categorising accounting do not emerge in a social and
historic vacuum (Hacking 1986, p. 233).

1" The emergence of accounting and “the State” as “mutually supportive sets of practices” is not a new
phenomenon in modern capitalist societies but has already been shown for the period of Louis XIV (Miller
1990, p. 332).

18 Power (1994; 1997) bresents a related discussion on the rise of audit in regimes of governing that emphasise
self-regulation, performance standards and accountability (cf. BRTF 1999, 2000).

18



gathering, recording, and reporting have the potential to shape decision-making in
the name of more abstract ideas of “efficiency” and “effectiveness” even without
the direct interventions of a governing authority (Miller 1990; Miller & Rose 1990;
Rose 1991; Rose & Miller 1992; Miller & O'Leary 1993; Miller 1998a; Rose 1999,
p. 153). That is, accounting practices are expected to contribute to the
transformation of individuals into economic “decision makers” by translating policy
programmes into presumably neutral indicators of economic performance that
facilitate “rational” decision-making for actors inside and outside the organisation
(Hopwood 1983a; Miller 1990, 2001). In addition, studies of the role of accounting
in neoliberal governance have proposed a de-politicising role for accounting
knowledge (and in a wider sense the formal human sciences) in connecting the local
sites of economic activity to the programmatic ideals of government. Accounting
has been understood as offering a particular form of objectivity that translates the
inherently political interests of authorities into seemingly apolitical “scientific-
technical” terms (Miller & Rose 1990; Rose 1991)." Accordingly, accounting
numbers have been described as a means to “tame” the political power of
authorities. That is, claims to decision making on the basis of accounting
information assign interventions in the activities of individuals and organisations an
aura of acting according to neutral and objective decision models (Rose 1999p.
153).

2.2 Processes of problematising

Studies of governmentality have proposed a particular focus on the situations “in
which governing is called into question” (Dean 1999, p. 27) in order to explain how
new regimes of governing emerge. This shifts the analytical focus from the study of
programmes, technologies, and rationalities that constitute a particular regime of
governing to a study of the processes in which abstract macro-level programmes
and specific micro-level practices become linked and mobilise each other in
processes of governance reform (cf. Miller 1990; Miller & Rose 2008a).
Furthermore, studies of accounting and governance have drawn on the concepts of
translation (cf. Miller 1991; Robson 1991) and problematisation (cf. Miller 1991;
Rose & Miller 1992; Miller 1998a) to analyse accounting change in terms of the

19 For further discussion of the political powers of numbers, see Rose (1991; 1999, p.197) or Hopwood (1992).
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processes in which multiple and diverse “problems” of government begin to be

linked to accounting.

“Frequently, these alleged problems have nothing immediately or
self-evidently to do with accounting. But, with some guidance,
people can often be helped or persuaded to recognize hitherto
unintended connections [...]” (Miller 1998b, p. 607)

Although the related writings on actor-network theory (ANT) in science and
technology studies (STS) have not been explicitly referred to in this research (cf.
Callon 1980; Callon & Law 1982; Latour 1987; Law 1992; Callon 1999; Law
1999), a focus on the moments of translation and problematisation (cf. Callon
1980; Callon 1999) gives a sense about emphasising processes rather than structure

in the interrelations between human and non-human actors (Law 1992).

Accordingly this thesis interprets the emergence of fundamental doubts about ideas
of governing through financial reporting numbers as destabilising moments — points
in time in which “problems” with governing emerged and were translated into calls
for new accounting practices and techniques. This leads this thesis to examine the
multiple events and processes that gave rise to significant doubts about the
neutrality and objectivity of financial reporting representations of the economic
reality of business enterprises. The analysis includes the processes of translation
and problematisation that make the emergence of links between high-level ideas of
governing and non-financial and future-oriented accounting possible. However, a
focus on the destabilising moments of government does not explain how
programmes and technologies of governing emerge in the first place. To address the
question how a category of non-financial and future-oriented reporting and the
problems of government it was supposed to solve emerged during the OFR events,
this study referred to the concept of the accounting constellation as introduced by
Burchell et al. (1985).

2.3 Accounting constellations

Starting from the view that accounting issues are “not simply there” (Young 1994)
but have themselves a history of increasingly being seen as “accounting”, the
concept of the accounting constellation helped to study the rise of new ways of
reasoning and categorising accounting within a programmatic language of

government. The concept is based on the idea that accounting changes within a
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historically and spatially specific interplay of accounting and non-accounting
arenas of discourse which come to express their distinct and otherwise disparate
concerns in accounting terms.”’ Thinking about accounting change in terms of
arenas and constellations directs this study to the multiple events, bodies of
knowledge, institutions, and practices that create possibilities for new ways of
reasoning and categorising the rationales and practices that come to be seen as

“accounting” (Miller & Napier 1993).

“For what we call ‘accounting’ is an entity that has been made up
out of techniques and practices drawn from diverse disciplines and
domains. Accounting changes in both content and form over time,
only ever achieving a temporary stability.” (Miller 1994b)

However, similar to a notion of problematisation in the study of accounting in
regimes of governing, the problem discourses which give rise to new ways of
reasoning and categorising accounting are understood to be “something relatively
rare” (Dean 1999, p. 27).

“[Problematisations] have particular dates and places, and occur at
- particular locales or within specific institutions or organizations.”

(Dean 1999, p. 27)

Accordingly, accounting constellations are understood to emerge largely
haphazardly out of the actions of a number of different actors, who seek different
things when relating their distinct concerns to accounting (Miller 1991). Robson
(1991, p. 552) also calls the arenas “demarcated field[s] of problems”, which may
share an accounting issue as a common point of reference. Accordingly, an
accounting constellation is created when they start linking — intendedly or
unintendedly — the particular “problems” of their own arena to perceived failures of

accounting.’’

The use of the concept of the accounting constellation has three implications for
this research. First, the analytical perspective on the historically specific

constellations of accounting change helps to unravel the multiple events that gave

2 The idea that accounting becomes a shared element in expressing the expectations and ideals of diverse actors,
agencies, or bodies of knowledge is conceptually similar to the idea of “boundary objects” as presented in
science and technology studies (Star & Griesemer 1989).

2! The concept of the accounting constellation is similar to the notion of an accounting complex, in which
accounting becomes part of broader discourses in other bodies of knowledge (Miller 1986).
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rise to a category of non-financial and future-oriented accounting at a specific
moment in the late 1980s. Second, it is consistent with the proposed focus on the
destabilising moments in which accounting and government are problematised.
Ideas of translation and problematisation between the arenas of accounting change
shift the empirical focus from a study of the wider arenas that get linked to the
processes in which a programmatic language of “problematics of government”
reframes certain practices and ideas as “accounting solutions” (Miller 1991; Robson
1991). Third, this focus on the emergence of links between programmes and
technologies in constellations of accounting and non-accounting debates points at
the reflexivity and constitutive capacities of accounting change (cf. Burchell et al.
1980). It allows to study how the emergence of a category of non-financial and
future-oriented accounting created possibilities for reshaping and expanding “the
terms of political debate” (Rose 1999, p. 277).

2.4 Regulatory spaces and logics of appropriateness

The study of change at “the margins of accounting” also means to recognise that
problematisations of accounting may be advanced from within the discipline of
accounting, but also by non-accounting actors from other disciplines, such as
economics or law (Miller 1998a). The concept of regulatory space (cf. Hancher &
Moran 1989b) emphasises more explicitly the multiple actors and ideas that
mobilise a technical language of accounting in attempts to intervene in economic
activities by means of accounting regulation and standard-setting. Similar to the
accounting constellation, the concept of regulatory space stresses the social and
political elements of change. It suggests that the “experience of regulation™ is
framed by the political, legal, and cultural factors that define the scope of issues that
become subject to regulatory debate in a community (Hancher & Moran 1989b;
Scott 2001). The original concept as introduced by Hancher and Moran (1989b)
places particular weight on processes of bargaining between large and powerful
organisations and the interplay of state and non-state actors in regulatory change. In
particular, a strand of socio-legal literature in law and studies in political science
have drawn on regulatory space when analysing power-struggles over the
regulation of social and economic activities (Black 1997; Hall et al. 2000; Scott
2001; Lange 2003; Lodge 2003; Thatcher 2008). Their analyses of the factors that

shape the actors, issues, and power relations in regulatory reform processes have
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been closely aligned with ideas of the embeddedness of change in national cultural,

political, and institutional environments.”

“Expectations about the purpose of regulation, about who are the
legitimate participants and about their relations with each other, are
subject to great variations — across historical time, across nations,
and between different economic sectors in industries.” (Hancher &
Moran 1989a, p. 3-4)

Accounting research has also examined power relations and institutional
environments and the ways in which they play out in regulatory space. For
example, Sikka (2002) referred to the analytical construct of regulatory space to
evaluate the formation of the UK Auditing Practices Board (APB) in the interplay
of power relations among ‘“the State”, the audit industry, and accounting
professionals. Similarly, a study of the formation of the Public Accountant's
Council of Ontario stressed the role of multiple actors and ideas in the construction
of identity for the new regulatory agency in Canada (MacDonald & Richardson
2004). Recent studies of the dynamics of agenda-setting at the IASB have featured
processes of accounting change in fransnational regulatory spaces (cf. Djelic &
Sahlin-Andersson 2006) which an even greater variety of actors may enter and exit
over the term of a regulatory debate (Botzem & Quack 2006).2 In these studies,
disputes over the production of “material traces” for organisational activities in
accounting terms have been attributed to expected social and “economic
consequences” of accounting (cf. Zeff 1978). Control over processes of accounting
regulation allows particular actors to define the standards according to which
organisations are made “calculable”, visible, and held accountable in the name of
abstract programmes of government (Miller & O'Leary 1987; Miller & O'Leary
1994).

This research also draws upon the concept of regulatory space to emphasise the
situational and relational nature of the processes of contest and agreement among a

multiplicity of actors and agencies over the “the proper ends and means of

22 A concept closely related to notions of institutionalised environments and power relations in regulatory space
is that of the organisational field in which “conceptions of control” outline the scope of organisational activity
(cf. Fligstein 1990; Fligstein 2001).

3 A notion of “soft actors” further captures the idea that the identity of the participants in regulatory space is
“always somewhat blurred” (Djelic & Sahlin-Andersson 2006)
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government” (Miller & Rose 1990, p. 5).>* This means that the powers to intervene
in the production of accounts of economic activities are not limited to the regulatory
agencies that are formally responsible for the administration of the processes of
accounting standard-setting and regulation, such as the ASB or the DTI in the UK
(ibid.). This thesis, however, does not explicitly analyse the power relations
between the individual actors in regulatory space. Instead, it aligns the study of
accounting change with a focus on the emergence of links between programmes and
technologies of government in processes of regulatory reform. References to the
concept of regulatory space help to outline the “specific problem space” (Rose &
Miller 1992, p. 182) in which accounting and the sphere of governing connect. This
puts greater weight on the study of ideas rather than particular organisations in
creating possibilities for regulatory reform and the emergence of particular

regulatory “solutions” at specific moments in history.

Not a lot of accounting research has addressed the question of how high-level ideas
of governing make change in financial accounting standard-setting and regulation
possible. Studies of the agenda-setting at the FASB in the US have emphasised the
“uneasy position” of decision making at the FASB within a wider social and
institutional context (Young 1994, 1996). Young (1994) also introduced a notion of
logics of appropriateness (cf. March & Olsen 1989) to explain the actions (and
inactions) of actors within the regulatory space.”” The concept generally replaces
anticipatory and consequential explanations of decision making with a focus on the
roles actors play in a particular social context (ibid., pp. 160-161). For the situation
of agenda-setting, a notion of logics of appropriateness implies that a regulator will
take an issue on its agenda if it meets the expectations about the role and purpose of
the regulator in dealing with a particular “accounting problem” (Young 1994).
Accordingly, self-interested behaviour in regulatory agenda setting is not entirely
obviated, but it will be limited to situations where it is consistent with expectations

of other actors in regulatory space (ibid.).

24 Although not explicitly discussed in this research, ideas from ANT on the linkages between human and non-
human actors and the role they play within an elaborate network (Latour 1986; Callon 1998) might further
help answering the question for the assemblage of actors and issues in events of accounting regulation for
specific situations.

25 For a discussion of logics of appropriateness in organisational action, see, e.g. Czamniawska & Sevén (1996),
or Lounsbury (2007) on the interplay of multiple rationalities in processes of change in organisational fields.
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A small number of accounting studies has employed the concept to study the efforts
of standard-setters in constructing authority for their activities. These studies
observe consistency between the activities of the standard-setter with wider social
and institutional factors in seeking to secure the survival of the organisation (Sikka
2002; Young 2003; MacDonald & Richardson 2004).26 This research interprets
logics of appropriateness as inherently programmatic elements in the construction
of temporary stability and legitimacy of regulatory issues on the agenda of
accounting regulators and standard-setters. In line with the observation that much
accounting change has been driven by ideas of “getting the accounting right” in the
construction of a regulatory mandate for the FASB in the US (Young 1994, 1995,
2003), this research highlights the situational and relational emergence of logics of
appropriateness in the interplay of wider ideas of governing that outline the

different demands that are place on the role and mandate of the regulatory body.

Overall, the analytical approaches that are referred to in this research step beyond
notions of “the micro” and “the macro” in the study of the relations between
accounting, regulation, and wider ideas about the means and ends of seeking to
govern economic life. Furthermore, they emphasise the multiple processes and
encounters between the many actors, issues, and ideas of governing that constitute
the destabilising moments in which accounting, regulation, and the ideas of
governing economic life are put into question. This has further implications for the
collection and analysis of empirical data in this research which will be discussed in

the next section.

3 “Questions of Method”

Studies of accounting and governance do not provide a closed theory or systematic
mode of analysis for the study of changes in accounting regulation. Instead, they
draw on concepts and approaches from many different areas and disciplines, such as
the writings by Michel Foucault, social studies of science, ideas from economic
history, economic sociology, or the sociology of the professions (cf. Miller & Rose

2008a). These approaches share, at most, an interest in discursive processes of

% Their perspective on the ways in which individual and collective frames of reference affect what is perceived
as “rational” in the construction of regulatory problems and solutions is consistent with ideas of bounded
rationality (cf. Simon 1957) and institutional thinking (cf. Douglas 1987). The latter emphasises that
individuals refer to shared expectations and knowledge in individual thinking, which makes it ultimately a
social activity (ibid.).
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problematising, in which the use of a specific language and vocabulary establishes
the issues that “need” governing (Miller & Rose 2008b). The data collection and
analysis in this research draws upon Foucauldian notions of the discursive nature of
govemance and calculation (Foucault 1991c). The “questions of method” (cf.
Foucault 1991d) which are associated with the work of Foucault are generally
interested in the production of power and meaning in the historically specific
language of regulation of conduct (Hall 1997). Foucault (1976, p. 133) describes
discourses (and silence) as the instrument and the outcome of power — in this case
the power to govern — but also as the representation of resistance and opposition in
power relationships. However, as mentioned earlier, this research is less concerned
with analyses of power relations than with the ways a programmatic and
technological vocabulary of governing emerges in the local language of specific
instances of regulatory reform. The work of Foucault provides a general
methodological reference point which focuses this research on the idea that
regulatory change is largely about the operation of thought within social and
political practices (Dean 1999, pp. 17-18). Accordingly, the data collection and
analysis has been guided by references to Foucauldian ideas of eventalisation (cf.
Veyne 1979b; Foucault 1991d), genealogy (cf. Foucault 1980a; Miller & Napier
1993), and the discursive nature of governance and calculation (Hacking 1986;
Foucault 1991c¢). These concepts stress the role of a historically specific language in
constituting the singularity of events. The term genealogy signals the departure

from the search for causalities that has been associated with historical analyses.

“Genealogy, consequently, requires patience and a knowledge of
details and it depends on a vast accumulation of source material.”

(Foucault 1980a, p. 140)

References to a notion of eventalisation meant to trace the multiple branches of
historical developments and unintended encounters that give rise to new practices.
This focus on the singularity of events and their genealogy is, therefore, different
from a historic perspective on the “origins” of practices and ideas as the outcome of
evolutionary processes in response to contextual conditions (Foucault 1980a, p.
140; Miller & Napier 1993). It constantly re-focuses the analysis in this study on the
local processes and interactions that make single events possible (cf. Veyne 1979b).

At the same time, these single events have the potential to change “what
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subsequently counts as being self-evident, universal and necessary.” (Foucault
1991d, p. 76).

3.1 Governance reform as discourse

The view that the destabilising moments of accounting change are largely
constituted by processes of translation and problematisation in which different
accounting and non-accounting arenas begin to express their distinct and otherwise
disparate concermns in accounting terms has further implications for the
methodological approach in this research. It leads this study of the OFR events in
the UK to focus on the discursive processes of constructing financial reporting
practices as “problems” of economic governance and the presentation of non-
financial and future-oriented measurement and reporting as possible accounting
“solutions”. According to the view that “to govern is to act under a certain
description” (Rose 1999, p. 28), language in this research is understood to make
government and regulatory change possible.?” That is, when new categories for
describing the means, objects and objectives of government emerge, they also
create new possibilities for acting and intervening in the conduct of others or
oneself (Hacking 1986; Rose 1999, p. 19). In other words:

“[I]t is through language that governmental fields are composed,
rendered thinkable and manageable.” (Miller & Rose 1990, pp. 6 &

7)
This implies that the study of regulatory discourse is more than an analysis of mere
rhetoric or of neutral reflections on what has been stated elsewhere (Carabine 2001,
p. 275). The vocabulary that is used when developing or reforming regulatory
regimes frames possibilities for action (cf. Hacking 1986) by making the
programmes, technologies, problems and solutions of government intelligible.?®
This suggests that studies of regimes of governing should be undertaken through an
analysis of the ways in which a language of highly abstract political rationalities
frames the “discursive fields” (Rose & Miller 1992, p. 175) for “intelligible

contestation” (Rose 1999, p. 28) about the objects and objectives of government.

27 For further discussion of narratives in social science research, see Czariawska (1997; 2004).

2 For a discussion of framing possibilities for action through language in govemance reform, see, Rose (1999,
pp. 28-30), Miller and Rose (1990), or Rose and Miller (1992).
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“Language here serves as a ‘translation mechanism’ between the
general and the particular, establishing a kind of identity or
mutuality between political rationalities and regulatory aspirations.
[...] as well as establishing the place of certain objects and
problems within the legitimate obligations and power of rulers
[regulators], and enabling them to be formulated programmatically
[...]” (Miller & Rose 1990, pp. 6 & 7)

Although broad families of “govern-mentalities” may be identified in the language
of “liberalism”, “welfare”, or “neoliberalism”, the study of language in this research
is mainly concerned with the vocabularies of government that emerge in relation to
very specific events of regulatory change. This helps to address the question of how
specific networks of reform actors began to see financial reporting numbers as a
“problem” of governance. It also tackles why reform actors simultaneously come to
agree that ideas of non-financial and future-oriented accounting provided a
“solution” at a certain point in time without presupposing any larger or underlying

rationality of change.

Although this research is not a study of actor-networks in the sense of ANT (cf.
Callon 1980; Callon & Law 1982; Latour 1987; Callon 1999), the proposed focus
on the processes of translation helps to think about, firstly, the different forums in
which accounting change may take place and, secondly, raises awareness of the
different actors that may become involved in regulatory change. To unravel the
moments in which a status quo of governing gets problematised, these studies have
focused the analysis of change on the processes in which particular problems move
from one person, place, or arena to another and, thereby, draw in different actors
and ideas around a shared issue. They lead this research to understand that new
ideas and vocabularies of governing may be carried from one place to another by
human an non-human actors, such as academic texts, government publications or
professional magazines (Miller 1991). However, the methodological implications of
ANT would only suggest to “follow” these human and non-human actors and
actants (Law 1992; Latour 2004), but they do not address the role of programmatic
issues in these networks. This research, therefore, takes a wider focus on discursive
representations of political rationalities, programmes, and technologies in the
interactions between discursive fields (cf. Robson 1991). This kind of analysis
becomes possible through the study of the rationalising language of the persons and

documents that come to interact in governance reform spaces at certain moments in
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history. Accordingly, the data collection and analysis in this study focuses on the
articulations of the roles and purposes of financial reporting in relation to wider

programmatic ideas about the governance of economic life.

In addition, each of the conceptual approaches has specific methodological
implications for the study of discourses in this research. Although the vocabularies
of government may be very specific for the relational networks in which they
emerge (Carabine 2001, p. 275), this research suggests that they may point to a
more global re-conceptualisations of accounting and the governance of business
enterprises and economic life. The study assumes that the rise of a category of non-
financial and future-oriented accounting rests upon a vocabulary that attributes it
with a range of wider meanings and political ideals (Hopwood 1983b; Miller 1990;
Miller et al. 1991; Hopwood 1992; Miller & Napier 1993; Miller 1994b). The
analysis of the different elements of policy discourse which intersect in an intended
or unintended manner in a particular accounting constellation helps to unpack the
wider demands in whose name new accounting practices are constructed and
mobilised in governance reform programmes. However, it is important to
understand that the arenas of accounting change are themselves constituted to a
large' extent by forms of reasoning and categorising that cannot clearly be
compartmentalised. Arenas may generally be conceptualised as “bodies of expertise
that depend upon systematised conceptual and discursive schemas” (Miller &
Power 1992). This implies looking for the particular discourses that share common
“concepts, categories, and rhetoric of the discourse” when trying to define the
arenas of accounting change (Robson 1991, p. 552). Similarly, the categorisation of
logics of appropriateness rests on the assumption that ideas about what is
“appropriate” and what is not emerges from the communications among the actors
in a regulatory space. From that point of view, not only the language of the
regulatory agency itself (cf. Young 2003) but also that of other actors in the field
outlines the “appropriateness” of regulatory issues and the role and responsibility of

a regulatory body in dealing with it.

In line with the approach proposed by Robson (1991), the data analysis in this study
starts from tracing the programmatic elaborations of non-financial and future-
oriented accounting as an issue for govermning in the empirical materials.

Accordingly, the data collection and analysis is concemned with the ways in which
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language constructed the historically specific “problem spaces” (Rose & Miller
1992) that establish non-financial and future-oriented accounting as an issue for
regulatory reform by “the State”. The review of the materials follows an iterative
approach. The data is revisited several times to check if certain patterns emerge

from the debates.

However, the interpretation of the accounts of the reform actors within the
conceptual framework of this study poses a particular challenge in this research. Ex
post explanations of regulatory reform tend to represent change as an apolitical,
technical response to otherwise changing conditions of production and exchange in
the search for progress and improvement (Miller 1991; Garsten & Jacobsson 2007);
even though the underlying processes of their construction may “be anything but
technical” (Brunsson & Jacobsson 2000a). References to accounting and disclosure
often seemed instrumental and strongly influenced by normative conceptions about
principal-agent relationships and transactions-costs (cf. Villiers 2006). » The
analysis in this thesis, therefore, remains critical about taking the discursive
rationalisations of events and decisions as representations of an underlying “reality”
(Colebatch 1989; MacDonald & Richardson 2004). It interprets the verbal and
written accounts of the events in this study as part of the distinct vocabulary of a
specific regulatory space which created possibilities for the construction of
“accounting problems” and “solutions”. In order to support and illustrate the
findings and conclusions in this research, the discussions of the empirical materials

in chapters two, three, and four make large use of selected quotes.

3.2 Data sources and collection

Concerning the collection of empirical data, this study understands that the historic-
specific language of problematising accounting in governance becomes visible in
academic, professional, governmental, or inter-governmental texts and publications
(Miller 1991). A “mistrust in numbers” in the problematisations of financial
reporting in existing modes of governing is, therefore, studied on the basis of a wide
range of empirical materials. They include the published and unpublished

documents and other accounts of events that relate to, first, the rise of a category of

% For further discussion of economic accounts of disclosure regulation see also Lefiwich (1980), Beaver (1998),
and Healy & Palepu (2001).
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non-financial and future-oriented accounting in British accounting reform-debates
in the UK from the late-1980s onwards.

A large albeit never complete amount of data has been collected over the term of
this study. The primary data in this research consists of the published and
unpublished documents and reporté that were prepared as part of calls for financial
reforms “beyond the numbers”. Furthermore, this research draws on written and
personal ex-post accounts of key persons who participated in the reform processes.
The documents which were publicly available were either ordered from the
regulatory organisations or accessed through libraries or on the internet. Internal
written documentations of the agenda-setting debates during the CLR were obtained
directly from the DTI (and later the BERR) during several on-site visits in the
summer of 2006 and 2007.%° For a chronological overview of the key reports and
discussion papers that have been reviewed for this study, see appendix 2 in this

thesis. .

In addition, 15 semi-structured research interviews were conducted between
January 2005 and January 2008. The interview partners were selected according to
the degree of their involvement in the relevant accounting reform debates. The
difficulty in drawing from a very small pool of specific people whose schedules
were oftentimes tight meant that the collection of interview data was constrained.
For each interview, a list of open-ended interview questions was prepared in
advance. They covered the personal experience of the interviewee with the events
under scrutiny and asked for their point of view on key events, points of conflict,
and the role of particular ideas, individuals, or organisation in shaping the
regulatory debates. The interviews lasted between 15 and 90 minutes. Eleven
interviews were digitally recorded. Eight were fully and three partly transcribed by
the author. Where recording was not possible, minutes were prepared from memory
and on the basis of detailed notes on the same day of the interview. Copies of six
transcripts have been sent to the respective interviewees. Four returned a revised
version of the transcript by e-mail. For a list of interviewees and further details, see

appendix 3 in this thesis.

30 The DTI was replaced by the Department for Business Enterprise and Regulatory Reform (BERR) in July
2007. Its predecessor until 1970 was the Board of Trade (BERR 2007b). The BERR has been merged into the
new Department for Business, Innovation and Skills (BIS) in June 2009 (BERR 2009).
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