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Preface |

This book is partly based on previous publications of mine but goes beyond an
anthology.' Here I have tried to integrate my views and research into a mosaic that
conveys a picture richer and more coherent than a glance at individual fragments

‘can afford. Most of the publications incorporated have been changed, brought up
to date, merged with, and supplemented by, new material. No chapter is a mere
replication of a single previous article, and the connection between the various
topics is better visible than by reading those papers in isolation—though indi-
vidual chapters should make sense, even without the prerequisite of preceding
ones. Even though basic tenets of the views expressed here go back a consider-
able time (see, for example, Mattessich 1964a, 1972), these notions have evolved
and matured, and in its present form may have more immediate relevance. As for
individual chapters, I have tried to avoid overlapping passages, except where spe-
cific ideas required reinforcement or illumination from different angles. Chapter
1 begins with outlining the purpose and philosophy of this book; it continues with
a discussion of the alleged “crisis” in accounting and concludes by offering a
concise overview of the problems to be explored in subsequent chapters. The re-
sults of these explorations are summarized in Chapter 12.

This may be the appropriate place to add a candid word about “modesty.” If it
appears that this quality might not have been put into my cradle, I can only vindi-
cate the frequent reference to my own publications as the result of a struggle of
ideas. This book tries to show that more traditional questions still have a place in
accounting and, even more so, are capable of generating ideas relevant for the
present as well as the future. It may be time to reconsider the question of what
needs to be discarded and what needs to be preserved.
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Furthermore, when one searches for an adequate methodology (instead of a
theory), one can no tonger brush value judgments aside. These judgments and
biases can only be justified through long-standing soul searching and careful
analysis. For more than half a century, I have watched academic accounting grow
into a fascinating discipline with innumerable facets and many achievements.
Nevertheless, I wonder about the priorities involved; and I cannot help feeling that
such essential problems as valuation, income measurement, and other aspects are
basically still unresolved. This view seems to be shared even by some illustrious
scholars of the leading edge, such as Beaver and Demski (1994) (for details, see Chap-
ter 11). How can such long-standing inadequacies of our discipline be explained? My
analysis indicates that the attempt to make a pure or positive discipline out of ac-
counting led to two related but unfortunate consequences: first, an inadequate
methodology, and second, the acceptance of economic foundations too narrow to
embrace aspects and objectives vital for understanding the practice of accounting.

The applied sciences with their goal-orientation and means—end relations re-
quire a different methodology than the pure sciences. Does academic accounting
belong to the applied sciences? If so, there is little indication in the current litera-
ture. As for leading researchers, I doubt whether many of them would answer this
question in the affirmative. It is at this point where my struggle and reaction be-
gin. If this leaves little room for false modesty, I may assure the reader that my
humility is fully restored when I compare the scientific contributions of account-
ing—as impressive as its “input” may have been during the last few decades—
with the actual results in the natural sciences or such applied sciences as medicine
and engineering. Yet, compared with other applied disciplines, such as the legal
profession, accounting has made great strides and must be recognized as a sig-
nificant cultural force. I have tried to illustrate this in Chapter 2.

Finishing the manuscript of a book, one is bound to wonder how well one has
succeeded in conveying its key ideas and the logic behind them. Although the
thoughts expressed here are basically simple, they point at a target different from
the one presently pursued by most accounting academics. Since my aim is greater
accountability through better information about ends and means, this book sur-
veys the terrain for building a more direct link (a kind of “Panama Canal”) be-
tween the high waters of empirical research and the deep sea of norms, with its
many strata of goals and objectives. If this can someday be achieved, the round-
about way of positive accounting theory—through the stormy “Cape Horn,”
where value judgments are thrown overboard—could be avoided. Nor does one
need to embark on a journey without truth criteria and testing procedures—the
nebulous and hazardous “Northwest Passage”—which the more radical members
of the British critical-interpretive school might suggest (see Chapter 10). Creat-
ing a direct link requires the firm resolve of the accounting community and co-
operation on all sides; it is an arduous task that can be achieved neither overnight
nor by a single person. Thus, this book is a trumpet call to battle rather than a
hymn of victory; it should incite academics to clarify the hierarchy of objectives
and the variety of means that achieve them.
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CHAPTER 1

Introduction

WHAT IS A CRITIQUE?

This is an unconventional look at accounting, steeped in historical, method-
ological, and moral aspects. Eliminating those considerations from our discipline
* would be no different than separating the roots from a plant. The ultimate objec-
tives of the book are the professional and theoretical foundations as well as the
normative structure of accounting. The term critique is not to be identified with
“criticism” but is here understood in the Kantian sense of critically examining the
extent to which a discipline can represent the pertinent reality. Just as the eigh-
teenth century critiques tried to synthesize rationalism and empiricism, so does
this book aim at a synthesis of the two major opposing camps of present-day aca-
demic accounting: the “critical-interpretive view” of Great Britain and the “posi-
tive accounting theory” of America. Although some criticism of present-day
accounting shall be aired, the focus is on investigating the methodology and rea-
soning process appropriate for our discipline. Accounting is dominated by nor-
mative aspects; yet this is acknowledged only in a roundabout way by current
accounting theory. It may be time to pay heed to the role of moral issues and value
judgments in general, but this requires a careful analysis of the relations that con-
nect those objectives to the means by which they are achieved. The foundations
of our discipline are hardly sufficiently consolidated to reject a critical look from
an angle unencumbered by the social and academic mores of the last two decades.
The attempt of academics to cast accounting in the image of a pure science may
need to be modified and extended to accommodate explicit value judgments and
the means—end relations so indispensable for an applied science.



2 CRITIQUE OF ACCOUNTING

PROBLEMS AND EXPECTATIONS

The expectations of the next century are likely to be very different from those
of the decades gone by. Confidence into material progress is waning, while the
awareness of previously unimaginable environmental and ecological problems—
as well as those of a demographic, economic, and moral nature—is mounting.
One need not march into the new age under the banner of gloom; pessimism para-
lyzes and has little place in this book. Blind optimism will not do either. As Ken-
neth Clark in his unforgettable book and television series so wisely remarked:
“Civilisation requires a modicum of material prosperity. . . . But, far more, it re-
quires confidence—confidence in the society in which one lives, belief in its phi-
losophy, belief in its laws, and confidence in one’s own mental powers” (Clark
1969, 4). As long as we can trust that this confidence and those beliefs can be
restored, there is hope for long-term recovery.

Historians might label the past decades as the “Age of Unaccountability.” It
slowly began after the assassination of President John F. Kennedy; it reached its
peak in the 1980s and, hopefully, may have run its course by the end of this cen-
tury. Though it has been an exciting age (evil usually fascinates more than good-
ness), it has been a period in which too many people have lost sight of the
fundamental notion that every right carries a responsibility. This loss seems to
pervade the entire spectrum of society, from individuals and families to school
and workplace up the hierarchy to big business and governments. Indeed, the
staggering fiscal debts are only the most glaring manifestation of a society that
seems to accept debt and ownership claims as something not quite real—even
some academics seem to share this belief (see Chapter 3).

Where do accountants, the paragons of responsibility, fit into this picture? Even
they did not quite escape the trend. Some merrily joined the unaccountability
game, while others made their protests heard. However, those voices were
drowned by political rhetoric, while the public wrung their hands in helpless des-
peration. To master the considerable problems facing us, a clear vision is required
and the heroic resolve to master them. This holds for accounting no less than for
economics and politics.

Though our discipline plays merely a small part in this world drama, it is a cru-
cial one. The beginning and end of accounting is accountability. The importance
of our discipline, so often disparaged by lay persons and even by experts, lies in
its function as a cybernetic mechanism (a feedback that controls and regulates)
that preserves confidence in the trustees of public and private resources and fi-
nancial markets no less than in the entire economic system. No dynamic system
can endure without a control mechanism. Whenever this cybernetics breaks
down, the entire system is in jeopardy.

Portentous signs indicate that not only the political but also the economic and
financial feedbacks are too often failing. To blame individual greed, dishonesty,
and the like is too simplistic an answer. Those vices, as old as humankind, can
hardly be eradicated; but they must not be allowed to get out of hand and become



