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Abstract

Public sector organizations in Australia have been undergoing major changes and reforms
since the 1980s. The existing literature on organizational change in the public sector
suggests that such reforms have important implications for management accounting
practices in public sector organizations. Informed by two bodies of literature, namely
organizational and accounting change literature and institutional literature, this paper
examines: (i) the factors that generated or stimulated change in the role of management
accounting in a government trading enterprise over the period from the mid 1980s to the
mid 1990s; and (ii) the nature and form of changes that occurred in the role of management
accounting of the case study organization during the period under investigation. The
study gathered data from the case organization through both interviews and document
analysis. The results suggest that while accounting and accountants seemed to have
gained a prominent place at the macro-level of the organization, the use of management
accounting practices at the micro-level is less evident, with only some of those practices
becoming embedded within the organization.

Introduction
Public sector organizations in Australia have undergone major changes and reforms
since the 1980s with respect to goals, orientation, structure and processes (Parker
and Guthrie, 1993). The existing literature on organizational change in the public
sector suggests that these changes and reforms have important implications for
management accounting practices in public sector organizations (Hopwood, 1987;
Guthrie, 1992; Parker and Guthrie, 1993). This paper examines the ways in which
management accounting practices in a government trading enterprise changed
over the period from the mid 1980s to the mid 1990s in response to public sector
reforms. More specifically, informed by the literatures on organizational and
accounting change, and institutional theory, the paper examines: (i) the factors
that stimulated change in the role of management accountants and in two
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management accounting practices of a government trading enterprise over the
period from the mid 1980s to the mid 1990s; and (ii) the nature and form of
changes that occurred during that period.

The study was motivated by three limitations of the existing literature on
management accounting controls in public sector organizations, particularly in the
Australian context. First, although a small number of studies have examined
management accounting controls in the health sector in Australia (e.g., Abernethy,
1994; Abernethy and Stoelwinder, 1988; 1990; 1995; Abernethy and Chua, 1996),
there is a dearth of empirical research that examines such practices in other
public sector organizations. Second, the existing management accounting controls
literature provides only limited insights to develop our understanding of ‘why’ and
‘how’ management accounting practices change under different organizational
contexts (Abernethy and Chua, 1996, p. 571). Third, the focus of the studies that
have examined the influence of environment on accounting systems has been, to
a large extent, on the technical environment. Only limited attention has been paid
to the impact of the institutional environment on accounting practices. The main
difference between the technical and the institutional environment is that the
technical environment is concerned with efficient organizational performance
while the institutional environment is concerned with legitimacy and support from
society. According to those who emphasise the importance of the institutional
environment, an organization’s survival depends as much on conforming to social
norms of acceptable behaviour as it does on achieving high levels of production
efficiency (Covaleski, Dirsmith and Samuel, 1996, p. 11). This paper extends the
existing literature by adding to the limited number of studies (e.g., Covaleski,
Dirsmith and Michelman, 1993; Carpenter and Dirsmith, 1993; Abernethy and
Chua, 1996) that have examined the impact of the institutional environment on
accounting systems.

The remainder of this paper is organised as follows: Section two describes the
interpretational framework used in the study, while section three outlines the
method used to collect the data. Sections four discusses the environment of the
organization while section five examines how the changes in that environment
flowed into and generated changes within the organization. Section six reflects
on the changes in MAPs in terms of the institutional framework developed in the
study and the contemporary literature on accounting and organizational change.
The final section outlines the contributions and limitations of the study.

The Interpretational Framework
The interpretational framework used in this study was developed from institutional
theories in sociology and organizational theory (e.g., DiMaggio and Powell, 1983;
Scott, 1991; Jepperson, 1991; Zucker, 1988a, 1988b; Meyer and Rowan, 1977).
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These theories suggest that institutional arrangements (rules, procedures) are
often introduced in order to maintain appearances which in turn help confer
legitimacy upon the organization, rather than to enable efficient organizational
decision making or better outcomes (Meyer and Rowan, 1977). Accounting
represents one form of institutionalised practice within organizations (Carruthers,
1995; Scapens, 1994; Burns and Scapens, 1996). Accounting practices may be
regarded as institutionalised practices because, they embody “programmed actions”
(Berger and Luckmann, 1967, p. 75), generate “common responses to situations”
(Mead, 1972, p. 263), and are drawn upon by members of an organization regularly
and commonly (Burns and Scapens, 1996, p. 3). Accounting practices are seen
to help an organization gain support from society, and hence legitimacy (Scapens,
1994). Covaleski et al., (1996, p. 11), for instance, note that accounting may
represent “a ceremonial means for symbolically demonstrating an organization’s
commitment to a rational cause of action”.

Figure 1: Institutional Framework
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Figure 1 depicts the institutional framework used in this study. The framework
views MAPs such as budgeting, capital budgeting and performance measurements
as institutionalised practices located within organizations. Such practices are
influenced by the organization’s institutional environment. The institutional
environment is viewed as comprising the economic, political and social
circumstances that an organization must be cognisant of, and adaptive to, if it is to
receive support and legitimacy from the environment.1

The existence of, and change in, institutionalised practices such as MAPs, may
be explained in terms of three causal mechanisms (DiMaggio and Powell, 1983):
(i) coercive isomorphism2 (e.g., formal and informal pressure exerted by individuals
and organizations); (ii) mimetic isomorphism (e.g., modeling on other organizations
to reduce uncertainty); and (iii) normative isomorphism (e.g., pressure to conform
to set norms and rules developed by professional and occupational groups). In
terms of MAPs such causal mechanisms help maintain a congruence between
the institutional environment and MAPs.

While institutionalised practices such as accounting may represent actions of
some prevalence and permanence, they are neither equivalent to stability nor
survival (Hamilton, 1932; Jepperson, 1991). They may remain unchallenged only
as long as they are congruent with the environment. A contradiction between the
institution and its environment may result in one or more of the causal mechanisms
outlined above being activated to re-establish congruence (Jepperson, 1991).

Institutional change, if and when it occurs, may take different forms. These include
(i) institutional formation (i.e., moving from unstable, non-productive behaviour
patterns to establish a pattern which brings order and stability); (ii) institutional
development (i.e., existing institutional arrangements are continued and reinforced
with new patterns and procedures); (iii) deinstitutionalization (i.e., exiting existing
arrangements); and (iv) reinstitutionalization (i.e., becoming re-organized around
different principles and rules) (Jepperson, 1991).

Institutional theorists suggest that there are pressures for both change and
resistance to change (Powell, 1991). Jepperson (1991, p. 151) for example notes
that a given institution may be less vulnerable to social intervention if it has been
in place for a long time, and is centrally located in a network of institutions.
Powell (1991, p. 191) outlines four reasons for resistance to change and hence
for institutional reproduction: (i) the exercise of power (e.g., interventions by
people with power may play a critical role in institutional formation and
maintenance); (ii) complex interdependencies (e.g., if a particular practice is linked
with a network of practices, a change in one may require changes to others,
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which could be costly and hence avoided); (iii) taken for granted assumptions
(e.g., established routines may reproduce themselves without active intervention);
and (iv) path dependent development processes (e.g., the preclusion of future
options by initial choices that an organization has made). Hence, despite pressure
for change, responses to such pressure vary, with the willingness and ability of
organizations to conform being dependent on a number of factors including the
perceived benefits associated with conformity (Oliver, 1991).

A limited number of studies in management accounting have used institutional
theory. Some studies have viewed accounting as an internally generated institutional
form, and examined changes to such institutionalised practices (e.g., Burns &
Scapens, 1996; Lapsley, 1995), while others have examined the effects of the
institutional environment on accounting practices (Abernethy & Chua, 1996;
Covaleski et al., 1993; Mezias, 1990). There are also studies that suggest that
accounting practices are shaped by institutional expectations and practices
(Hopwood, 1983; Berry, Capps, Cooper, Ferguson, Hopper and Lowe, 1985).

Method
Using field study methods, data for the study were collected from a major
government trading enterprise (GTE) in New South Wales (NSW), Australia,
that underwent significant structural changes over the period from the mid 1980s
to the mid 1990s. The case organization, whose main activity is retail and distribution
of electricity, is referred to in this study as “the energy company”. The energy
company, while owned by the government, is self funding with revenue coming
from user based charges for its services. It serves a community of around 3
million people, and in 1996 had an annual revenue of almost $2 billion, and assets
of $3.6 billion (Energy Australia [EA] Annual Report, 1996, p. 11).

Multiple sources of data were used in the study. These included semi-structured
interviews, media coverage, annual reports of the energy company and publicly
available documents relating to the energy company and the NSW public sector.
A review of the annual reports of the organization from 1970 to 1996 was carried
out for three reasons. These were: (i) to provide background information on the
organization; (ii) to provide information to corroborate evidence from other sources
such as interviews; and (iii) to identify the main period of study (the event period).
The review of the annual reports suggested that the main changes in the
organization related to its goals, structure and culture, and that the changes occurred
primarily in the period from the mid 1980s to the mid 1990s, with little change
occurring prior to this time. Hence the mid 1980s to the mid 1990s was identified
as the event period of the study and the earlier period as the antecedent period.
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Semi-structured interviews were conducted based on a questionnaire which had
a series of questions designed to address the following issues: (i) how did the use
of MAPs change over the period from the mid 1980s to the mid 1990s; (ii) what
was the stimulus for the change; and (iii) how did the change take place?
Interviewees were selected from four functional areas (i.e., accounting,
engineering, administration and management) to provide a variety of pespectives
(McKinnon, 1988, p. 50). Twenty-five people from the energy company
participated in the study: seven accountants, six engineers, four administrators,
and eight managers. In addition, in order to get an outsider’s view about the
issues of interest in the study, two external parties who had close connections
with the energy company and a good understanding of the public sector in NSW,
were also interviewed. The interviews lasted between 45 minutes and 80 minutes,
and were tape recorded in most cases.

The Sydney Morning Herald, which is one of the most widely circulated daily
newspapers in NSW was reviewed from 1980 to 1996 to learn about the
community’s interests in and concerns about the status and activities of the
organization. Such reports were also useful for reinforcing and validating important
pieces of information found from other sources.

Institutional Environment in the Mid 1980s and Mid 1990s
In this study, the institutional environment is viewed as the broad political, economic
and social circumstances within which public sector organizations in Australia
operate. Such circumstances have the potential to influence public sector
organizations both directly and indirectly, and hence may be reflected in goals,
structure culture and MAPs of those organizations.

The Institutional Environment

The performance of government entities, both at the Federal and State level, was
an issue widely discussed and debated in the political and public arenas in the
1980s (Guthrie et al., 1990; Guthrie, 1994; Pratt, 1982, 1983; Stone, 1988).3

Frequent discussions took place at the time between the NSW Labor government
and Treasury about the performance of GTEs, and about how that performance
could be enhanced (Painter, 1995, p. 92). In addition, the, then, Liberal opposition
repeatedly highlighted and criticised the poor performance of public sector
organizations and the need for reform (Laffin and Painter, 1995, p. 1; Painter,
1995, p. 91).4 These criticisms and the associated calls for reform by both political
parties at the time attracted considerable media attention, and hence were widely
disseminated throughout the community (see, for example, Sydney Morning Herald
(SMH), 2 August, 1988, p. 12 (editorial)). According to Painter (1995, p. 92), “In
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1988 the need for reform was not a matter of political controversy, nor was it
being imposed on an unprepared or hostile public service.”

A number of significant reforms to the NSW public sector were implemented by
the Liberal government that came into power in 1988 under Premier Greiner. A
major aim of the reforms was the development of a more business-like,
performance-based culture within GTEs (Laffin and Painter, 1995, p. 3). These
reforms were notably influenced by the recommendations in the report of the
Commission of Audit released in 1988 (hereafter Curran Report). The Commission
was established by the NSW government in 1988 to review the state’s finances
and balance sheet commitments.5 With its central message that “New South
Wales has been living beyond its means” (Curran, 1988, p. v), the report highlighted
the large amount of state debt (estimated at $46 billion) and the inefficient
functioning of a number of government enterprises. The adoption of a more
commercial and market-based approach was proposed by the Curran Report as
a key means of enhancing the efficiency of government enterprises, and
corporatisation of such enterprises was strongly advocated. Subsequently, and
beginning in 1988, some twenty studies were conducted to examine the possibility
of commercialising, corporatising or privatising each of the major GTEs in NSW,
and a new legislative framework was also established in the State Owned
Corporations Act 1989 (Painter, 1995, pp. 93-94). This act was introduced in
order to subject “SOC [State Owned Corporations] to laws similar to those
pertaining to private sector companies whilst being removed from the influence
of government political objectives” (Allan, 1991, p. 19).

The influence of the institutional environment on the energy company is reflected
in the different forms of government intervention that took place from the mid
1980s to the mid 1990s. These interventions channeled the expectations of the
institutional environment directly and deeply into the organization. The interventions
included: the introduction of performance agreements and the appointment of the
Curran Inquiry; various financial directives; the appointment of members of the
Board of Directors and Chief Executive Officers (CEO); and restructuring and
deregulation of the electricity industry. Each is discussed in turn.

Introduction of Performance Agreements, and the Curran Inquiry

In 1989, the NSW government introduced annual performance agreements for
GTEs with the stated purpose of encouraging improved performance and more
commercial behaviour (Treasury Talk, 1992, p. 5). The performance indicators in
the agreements largely emphasised financial performance. Their introduction was
met by arguments from the energy company that the government-required
productivity improvements would reduce the quality and level of reliability of its
services. This stance on the part of the company caused significant concern to
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the NSW government which, in response, launched an inquiry into the energy
company on 31 July 1989 under the chairmanship of the same Charles Curran
who had previously chaired the Commission of Audit into the public sector generally
in NSW. The Inquiry was aimed at: (i) examining and reporting on financial,
technical, operational, property and management aspects of the (company); and
(ii) determining the scope for, and means of, achieving performance improvements
without necessarily reducing the level of service to customers (NSW Government,
1989, p. i). The overall conclusion of the Curran Inquiry was that the organization
lacked an effective system to hold it accountable for the resources under its
control and for the services it was required to perform (NSW Government, 1989,
p. iii). It recommended that the structure and culture of the organization, its
management programs and work practices, and its processes and procedures
should be re-appraised as they were “out of step with many areas of general
business practice” (NSW Government, 1989, p. iv). The Inquiry noted that the
“(company’s) culture and the organization have evolved largely in a closed
environment, with limited opportunity to take advantage of and be nourished by
external developments and experiences” (NSW Government, 1989, p. iv). As
well as proposing major structural change through corporatisation, the Curran
Inquiry also recommended a number of specific management reforms and
productivity improvement measures.

Financial Directives

From around 1987, the NSW government imposed a number of financial directives
on its GTEs. These directives generated substantial income for the government
and also allowed it to redistribute resources among the GTEs and other government
entities. The energy company in particular attracted the government’s attention
as a potential income source, with several interviewees in the study making this
point. ‘Administrator 1’, for example, commented,6

The government always saw the organization as a “cash cow”, you know
monopoly guaranteed income and we had ample reserves and we were quite
flush, so the government obviously looked at us as a target to generate more
income for the government.

The directives imposed on the energy company in the late 1980s included;
(i) payment to the government of $82 million in loans and grants to meet the cost
of electricity maintenance in NSW, and to equalise electricity prices across the
state (SMH, 20 May 1987, p. 2); (ii) the payment of a regular dividend to the
government from 1988, and the payment of a one-off dividend of $550 million in
1989; and (iii) the purchase of equipment from another GTE at a government-
imposed cost of $410 million (SMH, 26 October 1989, p. 1). As a result of these
financial directives, during the years from 1987 to 1990 the company’s debt
increased dramatically and its return on assets and equity decreased.7 The energy
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company’s disapproval of the government’s financial directives was made known,
not only in the comments of spokespeople to the press, but also in its annual
reports.

Appointment of Board Members and CEOs

Until the late 1980s, the Boards of GTEs were to a large extent comprised of
directors who did not have a commercial background (Curran, 1988, p. 34; NSW
Government, 1989, p. 31). However, particularly since 1988, as a means of
encouraging a commercial outlook, the government appointed board members
with commercial backgrounds. Similarly, the CEOs appointed to GTEs from the
time Greiner became Premier in 1988 were appointed on their potential ability to
build the organization as a commercial entity (Laffin, 1995, p. 85).

Restructuring and De-regulation

In 1995, the NSW government restructured the electricity industry state-wide,
reducing the number of electricity suppliers in the state from twenty-five to six.
As part of the restructuring, the energy company was amalgamated with another
company operating in a major city some 160 kilometres away. The interviewees
generally described this amalgamation in negative terms and as creating confusion,
uncertainty, friction and harm to the company. In addition, in 1995 the NSW
government deregulated the electricity market, opening the retail market to
competition. A number of interviewees noted the potential competition from the
energy industry in Victoria (privatised in 1994), particularly when the Federal
government establishes the National Grid.

Organizational Responses to the Institutional Environment
The interventions discussed above, which emanated from the institutional
environment served as stimuli for a number of changes within the case organization
including changes in its goals, structure, culture and MAPs. The changes that
occurred in each of these organizational elements are discussed in turn in the
following sub-sections. While discussed separately, it should be noted that the
changes to the goals, structure, culture and MAPs did not occur separately or
independently. Rather the changes were interrelated with changes in one element
(e.g., greater emphasis on goals of financial accountability) being associated with
changes in another element (e.g., a greater emphais on performance indicators).
Similarly, the greater emphasis placed on accounting and accountability was seen
to have influenced the value system and culture of the organization.
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Goals

Prior to 1985, the goals and objectives of the energy company were not stated
explicitly in the annual reports. The interviewees were, however, clearly of the
opinion that financial and cost considerations were subservient to technical and
engineering ones in the operations of the company up to the mid 1980s. ‘Accountant
3’ commented, for example,

(Prior to) the mid 1980s, the main organizational goals were engineering driven,
all about providing a good system, efficient system, effective system, reducing
line losses, good engineering solutions. There would have been very little in
the way of customer focus, very little focus on the way of financial returns if
any at all.

By contrast, the subsequent decade saw much greater attention being given to
the specification, communication and measurement of goals and objectives of the
energy company. That decade also saw changes in the emphasis on the company’s
goals and objectives towards financial, resource management, and commercial
goals. In the late 1980s the company emphasised the earning of “a commercial
return on all investments consistent with Government dividend policy” (SCC Annual
Report, 1989/90, p. 3). The intent of this wording essentially remained until 1996,
when it changed to “Maximise profitability and value to our shareholders” (EA
Annual Report, 1996, p. 36).

The change in wording and intent of the finance aim in 1990, and which remained
for the next several years, coincided with a movement in prominence of this aim
within the annual reports. For the years 1985 through 1990, the finance aim had
normally been listed towards the end of the six or seven aims at the beginning of
the annual report. However, in 1991, together with a change from the label finance
to financial management in describing the aim, the financial aim was elevated to
be the first stated, and reported on, company objective. It remained listed first
until 1994, when it was placed second after customer satisfaction.

It should be noted that the elevation of the finance aim to be the first emphasised
and reported on in the annual reports from 1991 to 1994, and the wording change
from one focusing on cost and resource management to one focusing on earning
a commercial return on investments, occurred shortly after the government
interventions of the late 1980s. This is supportive of the influence link between
the institutional environment and the organizational elements. Further support for
the increased emphasis on financial objectives and goals was conveyed clearly in
the interviews conducted for this research.
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Culture

Prior to the mid 1980s the organization culture was characterised by a high value
placed on the technical excellence of the service the company provided. Members
saw their organization as one that valued the provision of a technically excellent
service to the community, and the welfare, nurturing and protection of its
employees. These values were consistent with the company’s role as an instrument
in fulfilling the government’s obligations to the community to provide an affordable
electricity supply for everyone (SCC Annual Report, 1974, p. 7).

In describing their perceptions of the more recent climate within the organization,
the interviewees consistently and clearly identified a more business and
commercially oriented culture of competitiveness, financial performance and
customer focus. Comments such as the following were representative of the
interview responses.

In the past you might have gone and bought the best quality cable. But now the
push is to buy the best cost effective cable. We have become less technical and
more commercial oriented (Accountant 2).

The language of business culture, including concepts and words that were little
used prior to the mid 1980s such as value adding, productivity, total quality
management, financial ratios, targets, performance agreements and contestability,
could be commonly heard in the interview responses and read in the annual reports
in the last ten years. Also, compared with the fairly brief reports on finance
issues in the 1980s (e.g., the 1985 and 1988/89 SCC Annual Reports each used
15 pages to discuss finance matters), in the 1990s, an increased amount of
information on finance issues came to be reported in the annual reports (e.g., the
1994 and 1995 Annual Reports had separate Finance Reports with 44 pages and
80 pages respectively).

The movement away from an engineering focus toward a more business oriented
one is also observable in the skills and qualifications of individuals occupying
senior positions in the company structure. The 1990s saw an increase in the
number of executives holding managerial, commercial and financial qualifications.
Of the seven General Managers heading the company’s divisions in 1996, six
held one or more business related qualifications (EA Annual Report, 1996, p. 51).
Additionally, the first Chief Executive to hold a university business related degree
(as well as an engineering qualification) was appointed in 1992 (SE Annual Report,
1992/93, p. 52), and the Chief Executive appointed in 1996 held both undergraduate
and postgraduate commerce degrees, but had no engineering qualification (EA
Annual Report, 1996, p. 51). The interviews supported the evidence and inferences
available in the annual reports, with a number of interviewees confirming the
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increasing emphasis among engineering qualified people in the 1990s to gain
financial management and business training and qualifications.

Lots of people are seeking financial management experience. People are forced
to go on courses (accounting courses). Engineers have their finance cap on a
lot of the time (Engineer 2).

The other major change in the cultural values of the organization pre- and post
mid 1980s, as it was identified by the interview respondents, lay in the perceived
relationship between the organization and its employees, with that change being
traced by the interviewees to the pressures on the organization for financial
performance.

In the past people came to work thinking their job was secure, don’t have to
work too hard, don’t have to worry. But now the culture has changed for the
fact we’re in a competitive market. If you’re not going to work hard, you’re not
going to have a job. People are starting to see that. The culture of the place has
certainly changed (Accountant 2).

Downsizing has reduced employee morale and loyalty. The organization now
has a commercial outlook and focus on succeeding in the market (Manager 2).

Structure

The 1983 annual report formally identified the structural differentiation of the
company into three major functional groupings of engineering, administration, and
commercial, and into six geographical areas. This structure remained until 1990,
although the organizational language changed in 1986 to replace the term “major
groupings” with the term “divisions”.

In 1990 the company’s operations were reorganised from the three functional
groupings established in 1983 into five functional divisions (Engineering,
Commercial, Electricity Supply, Human Resources and Marketing), with the head
of each division reporting to the General Manager (Annual Report, 1989/90, p.
2). The regional groupings remained, but the titles of those who headed the regions
were changed from Executive Engineer to Regional Manager (SCC Annual
Report, 1989/90, p. 21). These structural changes were described in the annual
report as being made to incorporate “many of the recommendations of the Curran
Inquiry, recommendations from external consultants engaged to examine the
structure of the engineering branches and recommendations from internal
organization development groups” (SCC Annual Report, 1989/90, p. 9). From
1990 to 1997 the organization structure of the company did not settle. Although
the company retained a divisional structure throughout this period, the composition
of that structure changed constantly. It seems that changes were made in almost
every year as the company struggled to come to terms with its changing external
environment.
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Overall, the observations made about the structure that emerged over this period
suggest that the changes in structure reflected to a reasonable degree the changes
in the company’s goals discussed in the previous section. Further, the structural
changes may be observed to be associated with, and to reflect, a number of
factors, including a move away from the structural pre-eminence of the engineering
function and positions towards a greater emphasis on financial and business
aspects, a move towards a flatter organizational hierarchy,8 and the implementation
of commercialisation and corporatisation.9

Management Accounting Practices

During the period from the mid 1980s to the mid 1990s, the institutional environment
as well as the changes driven by the institutional environment in the goals, structure
and culture of the organization, stimulated and generated a number of changes in
MAPs of the energy company. Such influence was not uni-directional however.
The organizational culture, for instance, was influenced by the new emphasis
placed on accounting practices. Nevertheless, this study focuses primarily on
how the role of management accountants and management accounting in general
and the use of two management accounting practices, namely budgeting and
performance measurements were influenced by the institutional environment and
other organizational elements. These issues are examined in turn in the following
sub-sections.

The Role of Accountants and Accounting

In the mid 1980s, management accounting information seems to have played a
limited role primarily because of the limited pressure at the time to improve
productivity and financial accountability. However, this situation changed,
particularly since the late 1980s when immense pressure came to be placed on
the company to improve its productivity. In the 1990s the organization has been
increasingly “required to display how well it was performing” (Accountant 7).
With the structural changes sub-unit (divisional) managers were also required to
be accountable for the efficient performance and accountability of their respective
sub-units. The increased emphasis on financial performance, and the increased
use of accounting information for planning and control purposes at all levels within
the organization gave accountants and accounting information a new importance
in the 1990s.

In the mid 1990s there were more professionally qualified accountants in the
organization than in the mid 1980s. They played a more involved role in decision
making, particularly “at higher levels” (Accountant 1), and became more visible
within the organization as a separate functional group (Accountant 2). Frequent
negotiations between the organization and the government provided a forum and
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a stimulus for accountants to perform a more strategic role within the organization,
with accountants being involved in decisions relating to restructuring, pricing, and
performance agreements with the Minister for Energy.

In the new organizational environment of the 1990s, accounting concepts came
to be used increasingly by both accountants and non-accountants to measure,
monitor and justify decisions. With the change from a more technically focused
organization to a more profit oriented one, “accountants have taken the prominent
position held by engineers in the past” (Administrator 2). An engineer noted, “In
the past (we have) never had a management accountant effectively on the senior
management team” (Engineer 4). Furthermore, “Up until a couple of General
Managers ago, the only people who became General Manager, always had to be
an engineer, and now the financial side is taking a much stronger hold”
(Administrator 4). ‘Accountant 3’ noted that “within each of the major business
division, (now) the right hand person to the GM is the finance person”. An engineer
remarked “The bean counters are in control now” (Engineer 1). The way in
which accountants came to be located in a position of eminence within the
organization, on the one hand appears to have contributed to the change in the
organizational culture and, on the other hand, has become a characteristic of the
new culture within the organization.

In the early 1990s the management accounting function was decentralized to
cater for the increased information requirements at the divisional level. The
movement of accountants from the centralised corporate finance section into
divisions appears to have facilitated the institutionalisation of accounting in the
new form throughout the organization. Also, it helped to ‘colonise’ the use of
accounting language. Terms such as ‘the bottom line’, ‘efficiency’, ‘accountability’,
‘dividends’, ‘returns’, became widely used throughout the organization.

There was a general consensus across the four groups interviewed in the study
about the importance gained by accounting during the period under examination.
Particularly, managers stressed the importance of using MAPs in performing
their roles. Accountants also signified the increase in their responsibilities and
explained how accounting information had come to play an important role in
decision making. There was also a consensus among the engineers about the
need for them to understand and use accounting concepts and language when
performing their role. ‘Engineer 3’ estimated that up to 90% of the engineers
now have some type of accounting qualification. Administrators, through their
observations over the years, explained how accountants have become a much
needed group within the organization, and how accounting has become a common
business language requiring everyone within the organization to learn, understand
and use it.
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The Use of Budgeting

Even in the mid 1980s budgets were prepared meticulously and ‘religiously’,
(Administrator 1). However, their use to plan and control organizational activities
was relatively limited. ‘Engineer 4’ commented, “We had the corporate plans, but
no one ever used them”. Also,

If you spoke to someone who was here in the mid 1980s you would probably
find that we did spend more time on budgeting back then, but overall it was a
free and easy time. (Engineer 4)

and,

You did the budget, and nobody monitored it. (Manager 1).

In the 1990s variations from budgets had been subject to some degree of scrutiny.
Nevertheless, providing explanations for any variations from budgets was not
seen as a major issue. ‘Engineer 2’ noted,

Your budget is not going to be massively over expended anyway, unless there
is some other major material expense or maybe some other contracting expense.
That happens from time to time, but not to a great extent.

The limited pressure on the organization to use its resources efficiently seem to
be a main reason for the less effective role that budgets played as a control
device in the mid 1980s. ‘Administrator 2’ commented that “It was like taking
money from a big bin”. ‘Administrator 3’ confirmed this by saying, “People’s
attitudes in this place were that the budget was a big bin. If you wanted some
money, you dipped your hand in and took some out and that was it”.

In the 1990s budget information came to be used increasingly and more widely,
and more people, particularly people at lower levels, became involved in the budget
setting process. According to ‘Accountant 2’, “In the past a more top down
approach was used, but now (there is) a complete bottom up approach”. In the
mid 1990s a more conscious effort was made to use budgets to improve efficiency.
For example, ‘Accountant 2’ stated, “People are probably looking more closely
at their budgets now, because of the bigger budget cuts”. Budgets were also seen
to be useful in allocating and monitoring the use of funds in areas identified as
important to the organization. Low budget allocations forced departments to identify
and eliminate non-value adding activities and to improve the efficiency of their
core activities. Previously, “(the organization) didn’t give any consideration to the
costs. Now they are asking what would the cost be for their budget. And be
accountable for it” (Administrator 3). In addition, in the mid 1990s, budget
performance became a factor in outsourcing decisions. Those units that were not
operating efficiently within budgets became potential areas for outsourcing
(Accountant 1). Interviewees also gave the impression that budgets were
instrumental, particularly, in implementing downsizing decisions. Through reducing
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the budgets of those units that were identified as needing downsizing, the desired
actions were forced. This was implied by ‘Engineer 3’ who stated “Budgets
really drive what we do now. Every year cuts in the budget”.

Budgets in the 1990s were also seen as a means to demonstrate the promotion of
efficiency and accountability objectives. For example, submission of plans for
technical and financial achievements in the subsequent period were seen by
managers as a means of making visible their interest in assisting the organization
in achieving its desired objectives (Accountant 5). However, as a result of budgets
being perceived as a reflection of performance, at times budgets became the
centre of conflict among organizational members.

There’s a lot of game playing going on about budgets. About playing off one
division against the other. Things like that. People are more protective of their
little patch. I guess in a period where you’re going through a lot of change,
specifically a lot of cost reduction, then that’s going to happen. People are
trying to say, ‘that division over there is not efficient, they’re the ones you’ve
got to target, we’re good’. A lot of that goes on. (Accountant 3)

In the 1990s budget information also came to be used to assess performance of
managers and sub-units. In the mid 1980s “nobody got a loss of bonus or demotion”
due to poor budget performance (Engineer 2). Promotions were often based on
seniority, salary increments were automatic, and incentive payments were not
common. The use of budgets for performance measurement in the 1990s may be
linked to the pressure to improve productivity in general, and more specifically to
the introduction of contract based appointments. Contract appointments at senior
levels in the energy company were introduced in the 1990s. Performance was
assessed on a number of criteria of which budget performance was one. Contract
appointees believed that the unit performance, reflected through budget
achievement, would be seen by the senior managers as a reflection of the
manager’s performance; and hence a factor considered in the renewal of their
contracts.

However, the use of budgets for measurement purposes varied between different
units and also at different levels. There were some units that were not subject to
any evaluations mainly due to the instability that surrounded the operations of the
unit. For instance, an engineer who was in charge of a unit (Engineer 1)
commented,

We’re in survival mode now and until we can regroup, no one has sat me down
in the last 18 months and gone through my key responsibility areas to see
whether I’m failing or succeeding in my job. It was very difficult for anyone to
do that because it was all so unstable.
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Also, although there has been an increasing pressure to use accounting information,
including budget information, the relevance and reliability of such information
was often questioned. A number of line managers noted the problems that the
company had been experiencing with its accounting information system, and the
difficulty in getting the needed information. The interviewees also perceived budget
information as irrelevant and inaccurate due to the constant changes taking place
in the organization. Although the incremental approach used to prepare budgets
was no longer seen as effective in this environment, even by 1997 there was little
evidence to suggest an organization wide attempt to introduce zero based budgeting
systems.

The Use of Performance Measures

The interviewee perceptions and the annual reports of the company suggest that
the company used both financial and non-financial indicators in the mid 1980s.
According to ‘Accountant 1’, “This industry always had quite a lot of performance
indicators. Lots of non-financial ones.” However, the interviews conveyed the
impression that during the period from the mid 1980s to the mid 1990s, not only
did an increased number of indicators (both financial and non-financial) come to
be used in the energy company, but also their use became more visible. This
corroborates what appears in annual reports of the company over this period. For
instance, compared to the fifteen performance indicators used in 1985 the company
used twenty eight performance indicators in 1994 (SE Annual Report 1994, pp.
66-67). These performance indicators were reported under three separate
categories in the 1994 annual report: performance indicators resulting from the
performance agreement with the Minister for Energy (4), financial performance
indicators (3), and targets for customer services (21) (non-financial indicators
relating to eight broad categories10). Performance indicators agreed between the
company and the Minister for Energy were used from 1989 onwards. The
performance agreements gave visibility to the indicators, and also encouraged
employee commitment to meeting the indicators. For instance, ‘Accountant 7’
stated,

Because those indicators were based on performance agreements we monitored
them on a monthly basis fairly closely because if there is going to be a problem,
we need to know about it fairly quickly.

Up until 1990s, the energy company used performance indicators, primarily to
measure organizational level performance. In the 1990s, performance indicators
came to be used to measure individual level performance, particularly of the
contract based appointees. Such appointments were made mainly at senior levels.
Decisions such as contract renewal, and incentive payments were seen by the
contract appointees to be dependent on their performance measured by specific
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indicators. The use of performance indicators at the individual level gave a new
visibility to performance measurement as a control mechanism.

The increased use of financial indicators (focusing on revenues, profitability, return
on equity etc.) demonstrated the organization’s commitment to government reforms
which emphasised efficiency and productivity, while the increased use of non-
financial indicators linked to customer service demonstrated the commitment to
providing and maintaining a quality service to the community. In addition, the
introduction of performance measurement at individual level demonstrated the
company’s attempt to introduce mechanisms that are seen to be effectively used
by private sector profit oriented organizations.

An Institutional Interpretation

Antecedent Period

Until the mid 1980s there was very little pressure from the institutional environment
to promote notions of productivity and accountability or to encourage the energy
company to operate like a private sector, profit orientated organization. The
company appears to have maintained conformity with the contemporaneous societal
expectations of serving the society, with little consideration of the costs involved.
The organizational activities were structured to support the achievement of this
goal and the dominant culture within the organization was centered on engineering
concerns. Such conformity has been shown by institutional theorists such as Meyer
and Rowan (1977) as a way to gain support and legitimacy from society.

The perceived use of MAPs in the mid 1980s was relatively limited, and reflected
the lack of promotion of effective use of such practices by the institutional
environment. For example, the goal of the company to excel in technical efficiency
and provide a quality service to its customers, was consistent with the company’s
limited use of practices which are generally adopted to improve financial efficiency.
Also, the structural characteristics of the organization in the mid 1980s did not
require the use of accounting practices such as, performance measurements
(i.e., to measure performance of managers and/or sub-units), mainly due to the
non-existence of sub-units based on accounting classifications such as profit
centres and cost centres. Moreover, the company’s values, beliefs and norms
suggested a low emphasis on productivity and efficiency notions, and hence little
promotion of practices and mechanisms that were associated with such notions.
Rather, during this period control procedures were mainly directed towards
achieving and enhancing the company’s technical performance, and engineers,
rather than accountants, played a dominant role in organizational decision-making.
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The management controls literature, which suggests that operational controls
play a more significant role than accounting controls in organizations that aim to
achieve technical performance/service quality, supports what was observed in
the energy company (e.g., Berry et al., 1985; Ogden, 1995; Abernethy and Chua,
1996). This literature also suggests that when technical efficiency is the main
focus of an organization, professional groups such as engineers are likely to play
a dominant role in the organizational functioning, and accounting and accountants
are likely to become incidental and marginalised (Dent, 1991; Burns and Scapens,
1996; Berry et al., 1985). This again supports the observed role played by engineers
(i.e., a dominant role) and accounting and accountants (i.e., a marginal role) in
the energy company in the mid 1980s.

The controls that the energy company adopted in the mid 1980s to a large extent
constituted standardised methods and procedures. While considerable time was
spent following standard procedures in preparing budgets, the use of budgets for
control purposes was relatively low, and they largely played a symbolic role.
Consistent with the arguments extended by institutional theorists such as Meyer
and Rowan (1977), Scott (1987) and DiMaggio and Powell (1991), the energy
company’s continued adherence to standard procedures (which were the
procedures used in most public sector entities at the time), may be seen as
consistent with maintaining the support of the institutional environment. Such
support is seen as important in government and professional sectors, “where the
taken for granted organization form is bureaucracy, and survival is mainly a matter
of legitimacy and only secondarily of actual performance” (Gupta et al., 1994, p.
269; Meyer and Rowan, 1977, p. 352). The adherence to standard procedures
also reflects the company’s attempt to adopt practices normally adopted by other
public sector organizations (i.e., normative isomorphism in terms of an institutional
theory perspective). Accounting practices, such as budgeting, that resulted from
such normative isomorphism, encouraged public sector organizations, such as the
energy company, to be more alike without necessarily making them efficient
(DiMaggio and Powell, 1983, p. 147; Covaleski and Dirsmith, 1988a, p. 21).

Hence, the form of accounting practices that existed at the time continued to be
reproduced because of the congruence between the nature of the contribution
such practices made to the company at that time and the contribution expected
by the institutional environment (Meyer and Rowan, 1977; Zucker, 1987).
Institutional theorists such as Jepperson (1991) suggest that a change in those
practices could only be stimulated by the emergence of a contradiction between
the expectations of the institutional environment and the nature and form of MAPs.
The lack of such a contradiction led to the reproduction of the existing practices
until the late 1980s, when the conditions in the institutional environment began to
change.
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The Pressure to Change

Since the late 1980s the institutional environment began to place a high value on
the efficiency, accountability and financial performance of public sector entities,
placing pressure on such organizations to make the necessary adjustments to
conform to these new expectations. Pressure from institutional forces are
particularly powerful in government settings (Meyer and Rowan, 1977; DiMaggio
and Powell, 1983; Scott, 1992; Gupta et al., 1994), and hence had the potential to
have a significant impact on the energy company. The findings and
recommendations of the 1988 Curran Commission and the 1989 Curran Inquiry
were to a large extent used by the government in justifying and reinforcing the
new emphasis, and forcing the company to take change initiatives.

As a result of the changes in the expectations of the institutional environment a
contradiction emerged between the institutional environment and the institutionalised
practices in the energy company in the late 1980s. Frequent disagreements between
the government and the energy company reflected this contradiction. One such
instance occurred in 1987 when the government drew attention to the company’s
inefficient use of resources (i.e., accumulating large amount of reserves) (SMH,
20 May, 1987, p. 2). The company’s belief was that such reserves were important
to meet future capital expenditure needs, and pointed out that at no time had the
Auditor General, who audited the company’s accounts annually, suggested that
the company’s financial management had been anything other than sound and
prudent (SMH, 22 May, 1987, p. 5). Also in 1987, the government demanded that
the company pay it $82 million. Both the government and the company sought
professional assistance (Peat Marwick and Coopers and Lybrand accounting
firms respectively) to prove their points (SMH, 29 July, 1987, p. 12). The company
often threatened the government by saying it would sack employees if the
government went against the company’s wishes (e.g., see SMH, May 22, 1987,
p. 5). At one point, the government also threatened to use its legislative power to
stop the energy company from sacking any staff (SMH, 23 May, 1987, p. 2). The
contradiction between the environment and the company was also evident from
certain direct and forceful measures the government took in the late 1980s to
convince and force the company to operate as a commercial entity. Examples
include the appointment of the Curran Inquiry and the introduction of performance
agreements.

The energy company, in general, played a more defensive role at the beginning
(i.e., in the late 1980s). On the one hand, it made an attempt to justify its current
performance and operations by saying that any measure taken to change the
status quo would affect the quality of its services, and would require the sacking
of employees. On the other hand, it tried to show that the government was after
its money, rather than being genuinely concerned with the organization’s efficiency.
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The literature suggests that such resistance to pressure to change may, in general,
be reflective of a number of fears and concerns including a perceived threat to
existing power bases (Armstrong, 1987), a perceived dispossession of area of
expertise (Armstrong 1985), fear of not being able to develop the new skills and
behaviour that will be required (Chatterton et al., 1995), concerns about the
increased visibility of certain activities (Scapens & Roberts, 1993), seeing change
as a means for the government to cut costs (Humphrey, 1994), and seeing change
as part of a socio-political movement to promote private, profit seeking structures
rather than as a technical means of improving services of the organization
(Lawrence et al., 1994, p. 91). In addition, Jepperson, (1991) suggests that pressure
to change may be resisted when people are reluctant to move away from taken
for granted assumptions and also due to difficulties caused by factors such as
complex interdependencies and path dependent developments.

A number of these factors seem to have been associated with the resistance to
change in the energy company, and also to have made changes to the existing
practices difficult. For instance, replacing the previous technical emphasis by a
financial emphasis had implications for the dominant place previously held by
engineers and for the traditional focus on technical performance. Moreover, the
need to gain financial and business skills was not seen positively by some
organizational members.11 When MAPs came to be used in the new form,
inefficiencies of certain departments became visible causing concern for some
managers. Furthermore, there was a general impression among the organizational
members (expressed by a number of interviewees) that the government was
pushing the company too hard to improve its productivity at the expense of its
service quality and employee moral.

In the 1990s this contradiction started to ease when the energy company developed
a somewhat positive attitude toward reform. As argued by institutional theorists
such as Meyer and Rowan (1977), DiMaggio and Powell (1983), Scott (1993),
and Gupta et al. (1994), the strong pressure from the institutional environment is
likely to have contributed to this change of attitude. The company seemed to
have recognised that failure to respond to the expectations of the institutional
environment may result in its losing its legitimacy and support from society.12 In
addition, as Fogerty (1996) suggested, by changing its attitudes towards reform,
the energy company may have intended to avoid endangering its continued right
to act.

Consequently, a number of changes occurred in the energy company from the
late 1980s onwards. For example, in 1991 the company was re-structured around
business units and began to operate as a commercial entity with goals of increasing
productivity and accountability. There was also a shift in the values, beliefs and
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norms of the organization to accommodate societal expectations. For instance,
the previous preoccupation with engineering was largely replaced by accounting
and financial concerns. Apart from the actions that had to be taken in response to
the coercive pressure by the government (e.g., commercialization), the energy
company also took actions seen as consistent with societal expectations through
mimetic behaviour. For instance, the company began to adopt certain practices
that had been operating in the private sector for some time (e.g., outsourcing,
contract based appointments, and performance based incentives).

The Change in Management Accounting Practices

The shift in the expectations of the institutional environment to promote productivity
and accountability in the public sector in general flowed through to the company
(generating change in goals, structure and culture) and, gave rise to a number of
changes in the use of MAPs during the period from the mid 1980s to the mid
1990s. The controls literature suggests that, when productivity and accountability
are emphasised in organizational objectives, accountants as well as accounting
controls tend to gain a new importance in such organizations (Hopwood, 1985;
Dent, 1991; Abernethy and Chua, 1996; Ogden, 1995). On the one hand, accounting
becomes a facilitating mechanism in promoting such goals (e.g., to rationalise
actions [Scapens & Roberts, 1993; Nahapiet, 1988; Hopper, Cooper, Lowe, Capps,
and Mouritsen, 1986; Berry et al., 1985] and in changing the culture [Dent, 1991]),
and on the other hand the increased use of accounting information further reinforces
the adoption of such concepts (Burchell, Clubb, Hopwood, Hughes and Nahapiet,
1980; Abernethy and Lillis, 1995).

In the energy company, accounting was seen by the change agents, not only as a
means to demonstrate their commitment to the emphasised values and goals in
the new environment, but also as a mechanism that was useful in articulating
changed organizational priorities and promoting the related vocabulary. More
professionally qualified accountants were recruited giving “accounting” and
“accountants” a new recognition within the company. Accountants not only held
important positions (e.g., division heads), but often were seen as the right hand
person to the General Manager. Also, the accounting function was decentralised
in the early 1990s and accounting language was seen as the dominant medium of
communicating organizational performance.

In addition, employees, both accountants and non-accountants, were coerced to
understand the accounting language, and to use it widely. The organization coerced
non-accountants to attend financial training programs by paying their course fees
and giving time off for such purposes.13 Also, the value system that had been
evolving within the company during that period emphasised the importance of
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gaining an understanding of the financial aspects of organizational functioning
and placed pressure on organizational members to obtain the needed knowledge
and training to gain such understanding. At the same time, the increasing use of
financial language and techniques within the company made organizational
members who were not conversant with such uses, and facing some degree of
uncertainty, mimic those who, by gaining the needed skills, had adapted to the
demands of the new organizational environment.

The “institutional development”, with accounting now occupying a much broader
and more complex role within the company, had helped, at least to some extent, to
ease the contradiction that had begun to emerge in the late 1980s, between the
expectations of the institutional environment, and the role played by accountants
and accounting within the company at that time. For example, the comment by
‘Administrator 4’ that the “financial side is taking a stronger hold” in the 1990s is
indicative of the emerging congruence between the institutional environment and
accounting as an institutionalised practice.

Since the late 1980s, certain changes also took place at a micro-level. This was
evidenced in the two MAPs that were examined in the study. Budget information
came to be used explicitly and implicitly, for multiple purposes, and performance
measurement gained a new importance as a control mechanism, not only at the
organizational level but also at the individual level.

While coercive isomorphism, particularly the direct and indirect government
pressure, characterised the changes to MAPs in the company, mimetic isomorphism
was also evident. Since the late 1980s, GTEs such as the energy company were
expected in general to operate as private sector organizations to generate dividends
for their shareholders. Managers of such organizations were also expected to
adopt the practices believed to be used in the private sector. The CEO who was
in office between 1991 and 1995 initiated a number of practices which were
already adopted in the private sector, for example, Total Quality Management
and performance measurement at the individual level.

The transition to the use of the MAPs in the new form, however, was not
accomplished fully or without problems, and certain changes did not reach their
full potential during the period under investigation. For example, while some
changes moderately extended existing practices (e.g., the increased use of budgets
to make decisions), there were other changes that seemed incomplete (e.g.,
performance indicators used to evaluate the performance of senior managers
only). Also, certain practices did not receive the proper recognition, at least from
some organizational members, (eg., less reliance on budget information due to its
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perceived unreliability and irrelevance), and only limited attention was paid to
address certain problems (e.g., only one sub-unit made an attempt to introduce a
zero-based budgeting system). Drawing on institutional theory, the study identified
a number of factors that made the institutionalisation of accounting in the new
form problematic: (i) taken for granted assumptions; (ii) complex interdependencies
and path dependent development; (iii) exercise of power; (iv) different priorities
of change agents; and (v) continuous change. These are discussed in turn.

i. Taken for Granted Assumptions

In the mid 1980s employees had deeply rooted beliefs and assumptions about
the energy company and were comfortable with the traditional mission of the
company and the way it functioned. Changing existing accounting routines
becomes difficult if they are ingrained in the thoughts and behaviours of
organizational members and are taken for granted in organizational functioning
(Oliver, 1991; Jepperson, 1991). In the energy company, the introduction of
performance indicators led to tension among organizational members whose
belief was that the technical performance of the company should not be
compromised by its financial performance. While some, who disagreed with
the changes taking place, simply left the organization, others resisted the
developments, and when they failed to halt such developments, adopted and
followed the new practices and processes, often with less commitment.

ii. Complex Interdependencies and Path Dependent Development

The perceived inadequacy of the accounting information system was noted
by a number of interviewees as a factor that constrained the effective use of
accounting information. Although the line managers were expected to use
accounting information to a greater extent in the 1990s, they suggested that
the required information was either not available or not reliable. Moreover,
the choices made by the company prior to the mid 1980s, when it operated
with a different set of objectives and in a different institutional environment,
excluded to a large extent the arrangements suitable for a company operating
in a more competitive environment with accountability and productivity
objectives. For instance, at the time that the company began its
commercialisation process (i.e., in the late 1980s), employees in general, were
less conversant with accounting language. Also, the systems (e.g., accounting
information systems) needed by sub-units to operate as profit or cost centres,
were often not in place. The impression gained from the discussions with the
interviewees was that a large number of the company’s employees were
little prepared for such a change. They also had difficulty in digesting, not
only the new concepts such as financial accountability and efficiency, but
also the actions and practices associated with those notions within their
operational environment.14
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iii. Exercise of Power

The nature and the form of the changes to the MAPs in the energy company
during the period under investigation were influenced by different interest
groups to varying degrees. While some changes resulted from indirect
influence of such groups (e.g., due to the pressure placed by the government
in general on GTEs to improve productivity and accountability), some were
the result of forceful intervention (e.g., the implementation of performance
agreements by the government). The implementation of performance
agreements in 1989 demonstrates how the government used its power overtly
to enforce its desire to make GTEs more conscious of their financial
performance. Although performance agreements were meant to be the result
of agreements between the company and the Minister for Energy, the
resistance from the company indicates that they were largely imposed on the
company.

iv. Priorities of CEOs

A common criticism by the interviewees of the company in the 1990s was
the uncertainty created by the seemingly continuous changing of CEOs who
had different strategies and emphases.15 The CEO who was removed from
his position in 1995 had a significant impact on the change in the role of
MAPs in general. The new CEO had different priorities and was pressured
to address certain issues that were considered critical at the time. He was
pre-occupied with problems associated with restructuring the organization
after the amalgamation with another energy supplier in 1995. Due to the
pressure to reduce the size of the company, the new CEO seemed to regard
restructuring as the main strategy to improve productivity. Consequently, the
previous prominence given to the use of MAPs as a means to demonstrate
the company’s commitment to socially acceptable values such as accountability
and productivity, were shifted to provide room to accommodate another
accepted measure, namely improving efficiency and productivity through
downsizing and restructuring.

iv. Constant Change

In the energy company, the period since the late 1980s was characterized by
continuing change of varying types, including changes in the organizational
emphasis (e.g., a move towards financial emphasis), operations (e.g., focus
on core activities and outsourcing supporting services), structure (e.g.,
introduction of business units), practices (e.g., increased use of certain MAPs)
and procedures (e.g., recruitment procedures for senior personnel). Both the
magnitude of changes and the inconclusive nature of certain changes
(evidenced by frequent change of the CEOs, frequent restructuring and
reduction of employee numbers) led to high uncertainty and unsettled feelings
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within the company. Often there was little time to absorb changes before
another series of changes were introduced.

Such uncertainty had implications for the institutionalisation of MAPs in its
new form. Although the increased use of the two practices was seen to
complement the new goals of the organization, none of the perceived changes
in the use of these practices seem to have reached its full potential or became
fully embedded as effective practices. Rather it seems that due to the nature
of the organizational environment, there was little motivation for organizational
members to adopt or to adapt to the changed practices effectively.

In summary, although there were notable changes in the role of MAPs in the
mid 1990s compared with mid 1980s, those changes materialised neither
smoothly nor in a linear manner. Difficulties were encountered in gaining
commitment and support from organizational members for such change (for
instance, due to taken for granted assumptions and exercise of power), and
also in implementing those changes (for instance, caused by complex
interdependence and path dependent development). In addition, the magnitude
of change and the on-going nature of the change made it difficult to
institutionalise the new and the desired practices in a more effective way.

Contribution and Limitations of the Study
By providing empirical evidence of the way in which a GTE responded to public
sector reform in NSW, this study contributes to the public sector management
accounting controls literature. It also adds to the existing literature by focusing on
MAPs in a non-health sector public utility company. Additionally, the field study
method used in this research adds to the increasing body of literature that examines
accounting controls within their organizational context. Moreover, by using an
institutional perspective to interpret the change in accounting practices in the
case organization, the study makes a theoretical contribution to the management
accounting controls literature.

The study has a number of limitations. The study is based on publicly available
information and the perceptions of the surviving employees of the energy company.
No in-depth analysis of internal reports or records was conducted. Additionally,
although only those who had been with the organization for more than ten years
were selected as interviewees and interviewees represented people from different
functional areas, there is still potential for bias in the data collected from the
interviews. It is possible that the members who survived throughout the
restructuring and reform have a perspective different from that of those who left
the organization. However, the discussions conducted with the interviewees
showed that, the surviving members of the company had a range of different
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feelings about what happened and how it happened. Another potential limitation
arises from the possibility of the interviewees loosing the memory of the incidents
that had taken place over the ten year period, and also the possibility of their
interpretations being coloured by the more recent occurrences and their preferred
courses of actions. It was expected that data triangulation would help to overcome
these problems at least to some extent.

By restricting the study to a limited period, the study has been able to examine
only a phase of a continuing process. Hence, the analysis should be interpreted
with this in mind. This study is also limited because it does not examine the
change process. Also, the focus of the study is uni-directional as it examines only
the way in which the environment stimulated change in MAPs, rather than
examining the interactive nature of such influence. Moreover, the institutional
framework adopted in the study is not likely to embody, at least some concepts
discussed in institutional theories in disciplines other than sociology and
organizational theory.

Notes
1 Scott and Meyer (1983, p. 140) describe the institutional environment as “characterized by

the elaboration of rules and requirements to which individual organizations must conform if
they are to receive support and legitimacy from the environment”.

2 DiMaggio and Powell (1983, p. 150) use the term “isomorphism” to refer to organizational
compliance to institutional pressures.

3 Stone (1988, p. 5) notes that the “public notoriety” gained by statutory authorities during this
period was “quite out of keeping with their hitherto bland image”.

4 References to the Liberal political party in this paper should be taken to mean the Liberal-
National Coalition political party. This is abbreviated to Liberal for ease of exposition.

5 Laffin and Painter (1995, p. 10) describe the Curran Report as a “major symbolic touchstone
for the reform process”.

6 In order to preserve anonymity the interviewees are referred to as Accountant 1, Accountant
2, Engineer 1, Administrator 1, Manager 1 etc.

7 For example, the company’s debt increased from $168 million in 1988/89 to $768 million in
1989/90, as the company borrowed to meet the cash flow requirements of the financial
directives. The Curran Inquiry had recommended that the company should borrow $650
million, and this was expected to cost the company $60-70 million a year to service the debt
(SMH, 27 October 1989, p. 3).

8 The flatter organization structure was accompanied by downsizing, with a reduction of the
number of employees from 7,286 in 1986 (SCC Annual Report, 1986, p. 62) to 3,509 in 1995
(SE Annual Report, 1995, p. 51). In addition, departments identified as under-performing or
as performing non-core activities became subject to closure and/or having the services or
activities they provided outsourced.

9 The financial reforms initiated by the NSW government in the late 1980s emphasised
commercialisation (user-pays or fee for service) and corporatisation (a separate legal entity) of
GTEs (Painter, 1995, pp. 92-93; Allan, 1994, p. 8). As a result, the energy company began to
commercialise its service branches in 1989 and by 1992, the commercialisation of all internal
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business units was reported as “almost complete” (SCC Annual report, 1990/91, p. 4; SE
Annual Report, 1991/92, p. 6).

1 0 These indicators were: general responsiveness, advisory services, street lightning, electricity
account enquiries, new customers, supply enquiries, interruptions to supply, and emergency
service.

1 1 A number of interviewees noted that those who served the company for a long period of time,
in particular, were not prepared to invest any time or effort to gain such skills, and instead
chose to leave the company.

1 2 The fact that a number of other public sector organizations were also becoming subject to such
pressure may also have had an impact on the way the energy company succumbed to the
pressure.

1 3 The energy company was well represented in the Financial Management Improvement Program
which aimed at providing accounting and management skills to public sector employees.

1 4 One may interpret this situation as a result of a clash between the new and the old cultures that
placed differing emphasis on financial performance. The degree of such clashes, however, is
linked to how much the organization (i.e., people, systems and procedures) was prepared for
a culture change. Hence, the problems associated with path dependent development and
clashes of cultures may be seen as related. The existing controls literature suggest that when
the prevailing culture supports a particular type of control in preference to another, attempts
to introduce alternative control practices are likely to meet with resistance and could provide
grounds for dysfunctional behaviour (e.g., Flamholtz, 1983; Knights & Wilmott, 1993). Such
resistance and dysfunctional behaviour could also be associated with and explained in terms of
problems due to path dependent development.

1 5 From 1990 to 1997 there were four CEOs in office.
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