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Abstract

The role of accounting in  sociocconomic development has  been
significantly documented in the international accounting  litcrature.
However. a majority of these prior studics represent accounting as a
technical neutral craft which plavs (or can play) an cnabling role in
national sociocconomic development. This study contends that in some
situations conventional accounting with 1ts cmphasis on the entity concept
can play a constraining role in national socioeconomic development cfforts.
This is illustrated by an empirical study of the Volta River Authority. a
major public scctor organisation in Ghana. The paper is informed by the
Brundtland Commission's notion of sustainable development.

Introduction

This paper seeks to provide an empirical illustration of how accounting tails to
function as a "social and mstitutional practice” within a third world organisational
context (Hopwood and Miller. 1994). The paper shows how accounting 1s severcly
limited because of its over-cmphasis of the conventional entity concept. By drawing
upon the Brundtland Commission's notion ot “sustamnable development” the paper
illustrates how conventional accounting. which has its origins n the advanced Western
capitalist countrics. 1s unable to deal with social and cnvironmental aspects of
socioccononmic development in a third world country. Ghana. While this limitation of
conventional accounting might be perceived as umiversal. the paper argues that it s
more crtical in the case of todayv's developig countrics where tensions between the
entity concept and social and environmental considerations i the drive for national
development are much greater. The objectives of the paper are achieved through a case
study of the accounting and financial management systems of Volta River Authority
(VRA'). a major power corporation which supplies electricity to Ghana and
neighbouring countries. from the largest human-made lake in the world.

' Also referred to in the paper as "the Authority"
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The rest of the paper s orgamised as follows: To provide a sctting for the
'critical/interpretive’ analvsis in this paper. the first part profiles the Volta River
Authorityv highlighting its historical background and the mstitutional framework within
which 1t functions. It also reviews the dinvergent postwar conceptualisations of
sociocconomic development emphasizing the Tnmitations ot the dominant economistic
view (of development) which currently underscores conventional accounting. The
Brundtland Commission's notion of sustainable development 1s also explicated as an
alternatinve conceptualisation of development drawn upon in this exposition. The
sccond part of the paper then discusses how VRA's accounting and financial
management svstems arce unable to reflect the people-centred dimension ot sustainable
development through an illustration of the rural/national clectrification programme
currently pursued by the Ghana Government. Further evidence of how VRA 1s unable
to intcgrate the environmental dimension of sustainable development mto the routine
deciston makimg mechanism s also provided. This s folloned by a summary and
conclusions of the paper

PART ONE
Background of the Volta River Authority

Volta River Authority 1s a public corporation c¢stablished by the Ghana
Government i 1961 to generate clectricity from the largest human-made lake m the
world. Under the Volta River Development Act. the establishing document for the
VRA. the organisation 1s required to supply clectricity m bulk to other Ghanalan
corporations (including the Electricity: Corporation of Ghana. ECG. which until
recently was solely responsible for power distribution in Ghana) and power utilities in
neighbouring countries. In recent times however. the Authority has also been charged
with the responsibihty of distributing clectricity in the northern half of the country-.

While the establishmg document ot the VRA requires 1t to run its “operations
on sound commercial lines™. istoncal circumstances of the organisation have made
this objectine difficult to achieve and have caused signiticant problems. Most
important m the history of the VRA 1s the 1962 agreements with the World Bank and
Valco' which requires the Authority to supply guaranteed amount of power to Valeo at
a rate that has been a major source of contention since the mud 1970s. Such an
agreenient was necessary trom the perspective of the Ghana Government because. to

~ Such a role 1s required because of the current Governmient's poticy which secks 1o
promote rural/national clectrification

" An aluminium smelter which was established as a major consumer ol the
clectricity to be generated from the Volta Project. This is further discussed shortly.
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sceure financial assistance (in the form of concessionary loans) from the World Bank
for the Volta River Project’. the Ghana Government was required to assure the Bank
that not only would there be sutficient demand for power gencrated from the project
but also cnough revenue for debt servicmg. Since the Ghana Government saw the
availability of cheap clectricity supply as an important ingredient in the countrny's
destire tor rapid industrialisation. 1t commissioned experts to advise on the possibility
of ¢stablishing an aluminum smelter as the major consumer ot clectricity generated
from the Volta Project cspecially during the carly vears after the completion of the
project. Following the recommendation of the experts. the Ghana Goyernment signed a
contract with Kaiser Aluminium and Chemicals Corporation and Revnolds Mctal
Company (two giants American companics in the alummum industry) to establish a
smelter (Valco) with various concessions’ granted by the Ghana Government. In
addition. the VRA has rched on the World Bank Group and other international
financial institutions  for funding of various projects. Each of these financial
institutions has certain requircments in terms of what it pereeives as strong accounting
and financial management procedures necessary to justify loans to the Authority (sce
Tove. 1991).

These agreements which preceded  the establishment of the VRA  and
subsequent contracts have been major sources of contention i VRA's operations over
the years. An important 1ssuce which has not only remained puzzling but unexplored s
how the Authority's accounting and financral management svstems have been  able to
satisfy these diverse constituencies or terest groups. How 1s the Authonty able to
pursue the objective of promoting sociocconomic development m Ghana and also
satisfv the nceds of these mtemational financial institutions. through the design of
accounting and financial management systems? This paper demonstrates that in its
cfforts to legitimise its operations to external constituencies and gain their support.
VRA has until fairlv recently not seriously reflected the social and environmental
aspects of sociocconomic development i its financial management systems and
practices. Such has been the case partly because of the nstitutional sctting within
which the Authonty operates and the overwhelming imfluence of the entity concept of
conventional accounting. Before delving into greater detail. the next section provides a
synopsis of the methods emploved to collect empirical evidence for the paper.

* The initial project for the construction of the Lake was known as the Volta River
Project and VRA cvolved from this.

5 A A - ,

The concessions included a power ratc of 2.625/kwh charged to the smeclter with
no provision for cscalation. This rate was later perceived as onc of the lowest power cost to a
smelter in the non-communist bloc (sce Graham, 1982).
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Data Collection Procedures

Muluple methods of data collcction were employed to gather the nccessary
cvidence for this paper. Like most case studics. the most important issuc in data
collection was gaining access to the organisation (see Lawrence. 1990: Yin. 1989) We
had to cmploy a strategy which involved influential members of the Ghanaian public
and overscas academics to "open the gates” of the VRA for this study. Once access
was gained. organisational members were sutticiently open in their approach to the
study. Three important methods including interviews. document analvsis. and non-
participant obscrvation were used to gather empirical cvidence. The interviews
mvolved what has been described by Kvale (1983) as "qualitative rescarch interview".
Qualitative rescarch interviews. according to Kvale. are those interviews which seek to
“gather desceriptions of the lifeworld of the interviewee with respect to the interpretation
of the meaning of the described phenomenon” (p. 174). Such interviews do not seek to
obtain quantifiable cvidence but rather to gain an understanding of the research topic
from the perspective of the interviewee. One of the researchers also staved at the VRA
for two and a half months as a non-participant obscrver. The experience in this role
further enriched much ot the evidence collected since questions were often asked for
clartfications  during  this  period.  Occasionally.  organisational — participants
substantiated their perspectives with evidence from documents including memoranda.
reports and letters. All these form the basis of the 'critical/ nterpretive’ analysis in this
paper.

The Concept of Development: Beyond Economic Reductionism

This scction provides a tramework for the analysis of the empirical cvidence. It
reviews the various conceptuahsations of development and explicates the concept of
sustainable development which guides the discussions in the paper. Such a clarifving
section 1s necessary because ‘development’ 1s an umbrella concept whose meaning.
scope and understanding depend to a very large extent on the lens through which it s
viewed. With the proliferation of postwar theorctical ‘paradigms’ - development
studies. diverging interpretations and conceptuahisations ot development currently exist
m the literature (sec Auty. 1995: Hettne, 1990: Kay. 1989 Larrain. 1989) Auty
(1995, p. 3 ) obscrves that a broad distinction can be made between orthodox and
structuralist perspectives of development.  An important commonality between both
perspectives. Auty argues. is their emphasis (or reliance) on economic and quantifiable
indicators such as Gross Domestic Product. rcal per capita income. ete. as standards
for measuring development (Auty. 1995, p. 3: sec also Rostow. 1990). These
conceptualisations (1.c. structuralist and orthodox perspectives) of development which
became widespread in the early postwar period. project development as "a rapid and
sustained mise m real output per head and attendant shift in the technological.
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cconomic. and demographic characteristics of socicty” (Mabogunje. 1980, p. 36)".
While such a view has remained the dominant postwar perspective of development (see
Mabogunjc. 1980: Munasinghe. 1993). recent writings indicate that 1t 1s also possiblc
to understand development from “sociological™ (see Cernca. 1993) and “ecological™
(see Rees. 1993) perspectives. This view 1s captured by Brandt (1980, p. 48) when he
obscrves that:

development never will be and can never be defined to universal
satisfaction. It rcfers to broadhv speaking. social and cconomic
progress. and people will alwavs have difterent views about what 1s
desirable. Certanly development must mean mmprovement in hving
conditions. tor which cconomic growth and industrialisation arc
essential. But if there 1s no attention to the quahty of growth and to
social change onc cannot speak ot development.

Brandt (1980) not only gocs on to arguc that development 1s a socially
constructed phenomenon but also suggests that historical factors in the mmediate
postwar vears have tended to grossly favour the cconomistic view (sce also Cernea.
1993: Rees. 1993) However. i the last quarter of this century.  the dominant
cconomistic view has come under scrious attack from the Marxist. Neo-Marxist.
poststructuralist and post-modernist (1.c. radical) theorisations of development (sce
Booth. 1983: Cernca. [993: Corbridge. 1990: Hettne. 1990: NMunasinghe. 19930 Rees.
1993 Serageldm. 1993} For mstance. argumg trom an ceological standpomt. Rees
(1993) suggests that the once-held cconomie view of natural resources as tree goods s
partially responsible for such ceological probiems as the depletion of the ozone laver
and the "green housce eftect” In a sinular fashion. Cernea (1993) contends that. as a
soctally constructed  phenomenon.  development  should  be  "people-centred” by
reflecting on the way people conduct their lives (e.g. "enrichment” of their culture) and
concludcs that the dommant cconomistic perspective is madequate in that regard.

With the proliteration of diverse conceptualisations of development. Landcll-
Mills (1993) argues that onc of the most important problems tacing contemporary third

" Steer and Lutz (1993 p. 21) argue that an mmportant rcason for "an ¢xcessive focus
on the cconomic aspects of development is because it 1s casier to mcasure what 1s transacted
i the market place than what 1s not.... What to mcasurc and where to measure t is intuitive.
and the numceraire  (the common unit of account) cnabling such aggregation s
straightforward - moneyv". Steer and Lutz concluded that such “casy calculations arc not
avatlable for many other aspects of deyclopment. especially social and environmental issues”,
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world leaders is the choice of “appropriate” development perspectives . As though
responding to Landell-Mills (1993) in his review of the major issues constraining
sociocconomic development cfforts m the third world. Serageldin (1993) proposes that
for contemporary devcloping countrics to break the trap of underdevelopment. thev
would nced to understand the concept in terms of "sustamable development”. a
conceptualisation introduced by the Brundtland Commuission in 1987. The Commission
detined "sustainable development” as 'change’ in sociocconomic living conditions which
"meets the need of the present gencration without compromising the needs of future
gcncrations” (Serageldin. 1993 p. 7). Various interpretations of the Commission’s
definition have given risc to different dimensions of the concept of "sustainable
development”  (see World  Resources. 1992-93. p. 1-15). For nstancc. in his
presentation at the Fourth Pacific Islands Conference of Leaders. Halapua (1993, p.
6() obscrved that “sustamable development ™

is uscd with a range of mitcrpretanons by policy makers. planners. and
opinion makers. But there appear to be two common interpretations of
the concept. The first one 1s a concernwith cnvironmentally
responsible development. especially with the management of the
environmental resources and their interactions with population and
cconomic activity in any given time. The other major interpretation is
a concern with economic growth that can be sustained over time at a
given level of population and environmental quality.

[t could be argued that the Commission’s conceptualisation 1s predicated on
the notion that decisions regarding welfare maximisation of the present genceration must
not constrain the prospects for maintainmg or improving the living standards of future
gencrations. This further “implics that our cconomic systems should be managed so
that we live off the dividends of our resources. while maintaining and improving the
asset base” (Repetto. 1986, p 13-16). To cnsure this. organisational and national
decision making mechanisms such as accounting must play a leading role. 1t is for this
rcason that in sceking to gain an appreciation of VRA's accounting and tinancial
management  systems in- this paper. a conceptual understanding of - development
consistent with the Brundtland Commission's notion of “sustainable development ™ is
drawn upon. Such a framework provides an unchartered terram for investigating the
extent to which the Authority’s social and environmental obligations are dis/served by
the existing accounting and financial management svstems. The choice of “sustamable
development™ as the conceptual base for the ivestigation m this paper is also partly
informed by Kennedy (1968, in Steer and Lutz. 1993 p. 20) when he points out the

7 - ~ . . . . . .
Sce Killick (1978) for a detailed discussion of the divergent cconomic policics
(and notions of development) which Ghana attempted to pursuc during the immediate post-
colonial vears.
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major criticism of the dominant cconomistic view n the following illuminating
passage:

The gross domestic national product does not allow for the health of
our children. the quality of their eduction. or the jov of their play. It
docs not include the beauts of our poetry or the strength of our
marriages: the mtelligence of our public debate or the integrity of our
public officials. It measures neither our wit nor our courage: neither
our wisdom nor our learning: neither our compassion nor our devotion
to our country: i1 measures evervthing, in short, except that which
makes life worthwhile (emphasis added)

Kennedy 1s arguing. in the above quote. that hite 1s too complex an entity to be
undcerstood solely i terms of cconomic measurements or numbers™. Vital issucs
concerning political, spiritual. and social aspects of humanity are not captured by the
dommant cconomistic perspective simply because they are apparently not quantifiable
(scc Warmg. 1989: 19935). However. there is evidence in the literature that
contcmporary developing countrics  cannot get over the “harsh™ conditions of
(soctocconomic) underdevelopment without strong politico-sociocultural advancement
(sce Halapua. 1992; Leftwich. 1994: Serageldin. 1993). For instance. "Agenda 21"
the "major policy document of the June 1992 Rio Earth Summit called for expansion of
existing svstems of national accounts in order to integrate environmental and social
dimensions m the accounting framework....” (Steer and Lutz. 1993 p 22). The Rio
Earth Sumnut was promoting the concept of “sustamable development™ on grounds
that it has a promising potential ot mtegrating the social and environmental aspects of
development nto the existing systems of orgamsational and national accounting. Thus
by drawing upon the notion of “sustainable development" as a framework for the
critical/interpretive analysis of the Authority's accounting and financial management
systems. this paper provides a ‘broader’ understanding of the effectiveness of these
systems. By so doing. the paper avoids the danger of naively drawing 'firm' conclusions
based solely on the simplistic technical procedures and descriptions as obtams in the
extant literature (sce Lowe. Puxty. and Laughlin, 1983).

Taking the above discussion as the platform. the next scction examines the
Authority's accounting and financial management systems in the context of the rural
and national electrification programmes which are currently major prioritics of the
Ghana Government delegated to the VRA and ECG. The section provides a discussion

¥ While this paper agrees with Kennedy's argument. it nonctheless maintains that
the mechanisms which are responsible for producing the "numbers” (including accounting
svstems) arc human artifacts and can therefore be (re)designed to reflect these important
1ssues about humanity, albeit in an inexhaustive sense.
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of the justifications (1.c. social and cconomic) for rural clectrification in Ghana and
attempts to find the extent to which the Authority's current accounting and financial
management systems have changed to accommodate these new developments in its
operations

PART TWO
Rural/National Electrification and Socioeconomic Development

Rural clectrification 1s a major issuc which most countrics have faced (and
others are still facing’) at some stage in their drive for advancement in sociocconomic
development. In the United States for example. although the quest for clectrification in
rural America began at the turn of the century. it was not until the creation of the Rural
Electrification Admimstration (REA) m 1933 that rural clectrification was aceepted as
a public responsibihity (Brown. 1980, p 1x). But the establishment ot the REA did not
immediately lead to clectrification tor the rural folk in America until after the second
world war. In most developing countrics. rural clectrification became a matter of
public concern in the carly 1970's. In fact the World Bank estimated that by 1971, the
cumulative mvestment in rural clectrification by developing  countrics in the Bank's
operations arca amounted to US$ 10.000 million (World Bank. 1975, p. 3)"" The Bank
turther projected that over the next ten vears (i.c. from 1973 through to 1983). UiS$
F0.000 mullion to US$ 15.000 million was to be invested in rural clectrification and
this would be sufticient to provide up to a total of 300 million rural folks in third world
countrics with clectricity.

Various national governments have different reasons for embarking on rural
clectrification programmes. Notwithstanding the diversity of objectives. Saunders.
Davis. Moscs and Ross (1978, p. 3-4) make an attempt to summarisc the major
expectations of national governments for promoting rural clectrification in the
following passage:

[ Increasing agricultural productivity resulting from the use of labor-saving
clectrical equipment

9 . . . . . . ~
Indeed. a majority of thosc countries which arc still facing the quest for rural
clectrilication arc the so-called developing countrics (sce World Bank. 1973).

" The World Bank also estimated that this investment provided 23% of the village-
rural population in Latin America. 15% in Asia. and 4% in Africa south of the Sahara or
about 23% of the total rural population in poor countrics with clectricity by the carly 1970s
(sce Cecelski. ct al. 1979, p. 73).
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9]

N

10.

. Changing crop patterns resulting from the usc of seasonal labor-saving

equipment and/or the usc of clectric pumps to provide irrigation water.

- Development of rural industrics: especially those related to the processing of

agricultural commodities in rural areas.

CIncreasing  per capita mcome  resulting  from  icrcased  agnicultural

productivity and the development of mdustrial opportunities.

. Reduction in houschold labor through the usc of clectrical apphances.
. Reduction in rural-urban migration of familics and voung people as rural

living conditions improve and cmployment opportunitics arc created through
industrial development and expansion.

_Improvement in the household samitary conditions and family  health

resulting from the use of clectncity for water svstems. refrigeration.
ventilation and lightig

~Relating to rural clectric cooperatives: improved sense of community

participation and involvement resulting from work on sclf-help project:
development of community leadership training.

. Reduction 1in houschold energy expenditures with  the  substitution  of

clectricity for candles. kerosene. gas and wood.
Increased satisfaction with life resulting from amenitics available following
clectrification.

In Ghana, various Governments have. over the vears. shown significant

concern about the need for clectrification of the cntire country by the vear 2020,

Indced. national/rural clectrification was onc of the major issucs on the current

Government's campaign traill during the 1992 and 1996 presidential and parhamentary
clections (sce Public Agenda. March 3-9. 1997). The importance of national/rural

clectrification to the people of Ghana 1s cvidenced by the following quotc from a report
issued by the Ministry of Fucl and Power in September 1988:

current cstimates suggest that only about 15% of the country's
population. largely concentrated in the southemn urban centres of the
country. 1s provided with electricity.  Even this relatively fortunate
few have not been able to relv on rehable and "clean” supply of this
vital c¢nergy resource because of frequent disruptions of  power
outages and fluctuating voltages: attributable mamly to the neglect
and sub-standard maintcnance of existing gencration and distribution
equipment.

The above quote illustrates the importance of clectrification m any part of the
country not only the so-called rural arcas. Indeed. 1t could be argued that clectrification
of any part of the country cxcept for the few urban arcas in southern Ghana could be
termed rural clectrification. Notwithstanding the 'convincing' nature of such an
argument. in Ghana. a distinction 1s often made between National Electrification
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Project (NIP) and Rural. Lower Volta and the Self-Help Electrification Projects. The
former specitically relates to the clectrification of District capitals in the North
including Brong Ahafo. Northern. Upper Eastem. and Upper Western regions. This
was first initiated in 1994 "under which clectricity was to be extended to 3634
localitics nation-wide by [the vear] 2020" (Voltascope. Jan.-Fcb. 1996, p. 4). Under
the Rural. Sclf-Help Project. communitics within a distance of 20 km from the erid
could be connceted by the vear 2020 Whilst the VRA has the responsibility for
clectrifving the Northern sector (1¢ the four regions indicated above). ECG 1s charged
with a similar responsibility tor the southern scctor (e the remaining SIN regions).
Funding for the Authorits's component of the National Electrification Project 1s
provided by a consortium of international and local bodics including. International
Development Ageney. DANIDA. Mimistry of Mines and Encrgy. and VRA itsclf. Since
the Government has consistently provided the same justifications for rural and national
clectrification (see the next sub-section). the mterpretive construction of the accounting
systems against the backdrop of these projects does not find the distinction important.
cspecially in the North where there s hardly any difference in sociocconomic hiving
conditions between the District capitals and other remote villages.

Justification for National/Rural Electrification and VRA's Accounting and
Financial Management Systems

In its September 1988 report on the encrgy scctor. the Mimistry of Fucl and
Power stated that the principal rationale for the national/rural clectrification project
Ghana was "to accelerate the pace of industrial and cconomic development ot the
targeted arcas”. From such a 'broad' rationale. the mvestment i national/rural
clectrification can. be justificd on two main grounds: viz socto-political and cconomic.
While some commentators (c.¢. Saunders et al.. 1978) imply that these grounds for
justifving rural clectricity can only be mutually exclusive. we take a view that there s
the possibility for a "middic-range” justification”’. For mstance. the Government might
justify the large imvestments in rural clectrification by perceiving it as a social good or
service which rural people arc entitled to. along with education and health services (see
Saunders ct al. 1978. p. 170). However. as in the case of cducation and health
(especially with the global restructuring of the traditional public scctor). the
Government might design a system (of accounting and  finance) which amms at
recouping cither part or the whole of the investment n the project over a long period of
time',

11 . - . . . L .
A justification that incorporates both the socio-political and economic aspects.

A = . . .
" Perhaps. a period which might not be cconomically acceptable to the private
prolit-driven entreprencur.
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Following the contention in interpretive accounting rescarch that accounting is
not a ncutral craft because of its ability to render particular patterns more visible than
others (sce Burchell. et. al., 1980). 1t could be argued that the organisation which is
delegated the responsibility for exccuting the rural/national electrification project will
have to (re)design its accounting svstems to conform with (or mcet) the (ncw)
requirements cmanating from the justifving rationales of the project(s).

Social Versus Economic Justifications and Accounting Systems.

Under the social benefits approach for justifving rural clectrification. the
project is considered to be entircly in the social realm (see Saunders ¢t al.. 1978). From
such a perspective. rural clectrification could be likened to other traditional social
scrvices such as cducation. health. adequate pure water. roads and communication
facilities. and waste disposal projects. Since the Ghana Government holds itsclf out as
not sccking any cconomic gains from the national/rural clectrification project. there
will be no need for computing rates of returns and other accounting/cconomic ratios to
Justify the need for the project. The posture adopted by the Ghana Government is
cvidenced by the following quotce:

The national clectrification project 1s regarded as a priority to provide
cheap and rchiable clectricity: by extending the national gnd to the
northern half ot the country (Ministry of Fuel and Power. 1U88).

The above quote turther buttresses the contention that cconomic justification
tor the rural/national clectrification project 1s unnecessary from the perspectine ot the
Ghana Government. However. smee the project 1s not wholly funded by the
Government. other financiers of the project might scck some tform of cconomic
justifications. at lcast. assurance of futurc cash flows which will be sutficient for debt
scrvicing. This is cvidenced by the [IDA's (the major lender for the national/rural
clectrification programme) conditionality that for the Ghana Government to justify its
national/rural clectrification programme. an 'mvestment' plan should be drawn and
clearly cstablish:

uniform standards. identify priority programs for the extension of the
grid to unclectriticd arcas of Ghana m accordance with satistactory
cconomic/financial criteria (World Bank Report. No. 8207, 1990, p 7).

Certamly. private investors will not be attracted by such an cconomically
margimal project'” and therctore the most suitable accounting method in such a scenario

13 . : . .
The projcct would be perecived as cconomically margmal largely because of its
social dimension.  Consistent with the Government's stance and the abscence ol privaie
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might be a combmation of "social accounting” in its narrow sense (see Agvei. 1977:
Enthoven. 1979: Mobley, 1970; Sarpong. and Gray, 1989) with aspects of "private
enterprise accounting” (see Enthoven. 1979). Since the VRA 1s an organisation which
1s expected to conduct its "operations on sound commercial hines". by delegating the
responsibility of national/rural clectrification in the North to the VRA. the Government
has left the Authority in a situation where its operational objectives are increasingly
becoming blurred (1.e. whether economic or social pursuits should be emphasized).
Indeed. the situation which the Authority is currently faced with could be likened to
what Bromilley and Euske (1986, p. 311) described in the managerial accounting
literature as the “usc of rational svstems in a bounded rationality orgamisation”. This
argument derives from the contention in scores of studics that. as a human artefact''
when society's demand changes. accounting svstems must also change if thev are to
contmuc to be  the (dis)service of society (see Briston. 1978 Lattlcton. 1968: Perera.
1989). By adding the responsibility of national rural clectrification (which is perceived
as a social service by the people of Ghana') to 1ts objectives. it could be argued that
the VRA 1s currently experiencing significant changes in demand from socicty. As a
conscquence. the Authority's accounting and financial management svstems would also
be expected to change to continue in the (dis)scrvice of society

While a wide array of possibilitics of change(s) in accounting svstems is
avalable to the Authority. two main modes of change arc suggested m this paper and
were discussed with organisational actors. First. the Authority might decide to
maintam its existing accounting svstems intact on the grounds that they accord with
"operations on sound commercial lines”. But in addition. it will design another sct of
accounting svstems which incorporates both the social desirability and ¢conomic
requirements ot rural/national cleetritication. to juxtapose the existing accounting and
tinancial management systems. In this case. the accounting svstems for the
rural/national clectrification are designed as though they were for a separate entity (sec
Dean. 1989, for project accounting procedures). Such an option might howcever.
imvolve a drain on organisational scarce resources. espectallv in third world countries
where the expected contributions of human and financial resources are much higher
than i therr advanced Western counterparts ™ (see Craner and Jones. 1990). The
sceond possibility will involve an attempt to mcorporate or itegrate the requirements

capitalist investors i such a project. therefore. onc would not expect profit maximisation to
dominate the accounting practices of an organisation charged with exccuting such a project.

14 . S . ,
And indeed. a servant of socicty (see Littleton. 1968).
15 . : . o
Partly because of the Government's promises in political fora.
10 . . .
Because of relative scarciues.
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of the sociallv desirable rural/mational electrification projects into the cxisting
accounting and tinancial management svstems. Although such an alternative might
have the advantage of not over-stretching  orgamsational scarce resources. it
nevertheless. will involve a complete overhaul of the existing accounting systems.

While the changes 1 society’s demands of VRA might have implications for a
wide range of accounting and financial management issues such as planning. budgeting
and control. and financial reporting. for tlustrative purposces. the paper identitied the
power rate structure as the most important and visible: clement of the existing
accounting and financial management svstems which would be significantly affected by
the rural/national clectrification  project. This was  therefore  discussed  with
organisational members. We mitiated the discussion with an argument that 1f the
rural/national clectnfication project could be viewed n the same perspective as health.
cducational scrvices. and roads and communications (sce Saunders ct al.. 1978, p.
171). then 'full’ cost recovering should not become a central consideration in the project
and for that matter should not be reflected in the Authority's accounting syvstem. For
such a project to be beneficial to a majorits of rural Ghanaians™. two options regarding
the pricing structure were raised by the rescarcher. As a first option. 1t was arguced that
the most obvious and perhaps common mode ot promoting rural/national ¢lectrification
would be through Government subsidy of rural clectrification. Indeed. this strategy has
historically proved cffective in most of todav's advanced countrics meludig the United
States. United Kingdom. and Australia’ The sccond option imvolves designing the rate
structurc n such a wav that urban clectricity consumers cross subsidise clectricity
rural arcas. The motive for such cross-subsidisation 1s cquity. As Reed (1990)
obscrves:

Equity 1s the fundamental concern of sustainability's social dimension.
The Standard used in assessing social sustaability 1s whether society
1s providing all citizens the opportunity to have access to minumum

Most important and visible 1o all parties concerned inctuding: the Ghana
Government and VRA management. other financiers. and the rural (potential) clectricity
consumer. because of its direct impact on revenucs. returns on investments. and net personal
incomes respectively.

18 gy, . .
Who arc also relatively low incomc carners compared to their urban counterparts

" 1t shoutd be noted. however. that the successful nuplementation of this strategy in
the advanced Western countries 1s no guarantee that this would work equatly for todav's
developing countrics. This is the basis of cultural imperialism (or cthnocentricism) which has
been significantly criticised i the hiterature (sce Said. 1993: Perera. 1989).

Vol 6 No. T August 1998
© Centre for Indonestan Accounting and Management Rescarch



The International Journal of Accounting and Business Society 81

standards of security. human rights. and social benefits. including
tood. health. and cducation... (p +434).

In the case of the Authonty. the power rate charged to both the rural and urban
dwellers 1s the same™ (i.¢. uniform non-subsidiscd power rates). and does leave a
greater number of rural Ghanatans who have alrcady connected clectricity under the
national/rural clectrification project with huge unpaid bills. especially i the N E.D*'
operating arca. In an mtervicw with staff members at N E.D it was cchoced that the
Authority had little influence m designing 1ts pricing structure. This is evidenced by the
following quotc:

1 agree with vou that the accounting procedures should change to
reflect these Government pohicies. especially the rate structure. but the
fact 1s. whatever we propose to charge to the ordinary consumer of
clectricity must be determuned together with ECG which is responsible
for power distribution m the south... This in turn 1s subjeet to approval
by parliament.. Yces. currently our rate structure 1s such that there is
cross subsidisation between residential. non-residential and industrial
consumers... On the average, a houschold in Tamale incurs a power
bill of C3.000 - C10.000 per month. But residential consumers still
think the power cost 1s high ... To show its commitments to the
national clectrification project. [ agree with vou that the Government
should have subsidised rural clectricity .

In that casc how our pricing svstem 1s designed wouldn't have been a
problem as vou and | can sce. Unfortunately this is not so.

Thus. the Government's rural/national clectrification project becomes a matter
of concern because with the current pricing structure. most rural folks arc not going to
be able to connect to the national grid despite the fact that transmission Iines might run

> As at first January 1995 the Authority charged N.E.D and ECG a wholcsale rate
of C23 per kwh. Organisational actors were. however unwilling to discuss the actual rate
charged to the individual households per unit of electricity since this was perceived as very
confidential proposals made to the government and strongly guarded at the time of cmpirical
cvidence collection. Some organisational actors speculated that an ostensible reason for the
Government's silence on the rates proposed was the impending political elections. There
might be some substance in such spcculations because barely threce months after the
Government was ushered in (i.e. re-clected). an announcement of a proposed 300% incrcase
in domestic power rates was madc.

2l NCE.D. is a branch of VRA responsible for clectricity distribution in the North.
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directly above the roofs of their homes®. [f such becomes the casc. then the purposc of
the rural/mational clectrification would have been defeated. There are scores of
empirical studies on rural electrification projects whose purpose(s) have been defeated
because they were perceived as not cconomically accessible to the poor majority™ (sce
Cecelski, Dunkerley. and Ramsay. 1979). For stance. there 1s evidence that, a 1978
survey in Comilla, Bangladesh. where rural clectnfication began in 1963, showed that
even 15 years after the introduction of clectricity. less than 3% of the rural population
used clectricity because of high power rates vis a vis rural income levels.

Thus as far as the Authority's accounting svstems are concerned. there have
not been any changes to reflect the social desirability of national/rural clectrification.
Indeed. the Authority 1s currently experiencing a situation where the government on its
political platforms assures the people ot "cheap power for all by the vear 2020" but the
svstems of pricing clectricity do not only contradict such promiscs but are also closcly
monitored and controlled by the government. For instance. the proposcd 300% mcrcasc
in power rates charged to the Ghanaian clectricity consumer 1s perceived by the
Government as part of a strategy which seeks to move the Authonity towards
"commercial competitiveness™!. Such a strategy. howcever. 1s quite inconsistent with
the social desirability of "electricity for all by the yvear 2020" which is emphasized in
the Government's political fora (indced. a replica of the situation reported by Bromilley
and Euske. 1986). With such inconsistent demands from the Government. the
management of the Authority docs not have any motivation to reflect "social
considerations” 1 its cxisting accounting and financial management  svstems©
especially the rate structure

22 g o o

This view was also sharcd by organisational actors. They maintained that the

large number of customers whose accounts are due for disconnection under the Authority's
policies (i.e. for long overdue bills) supports this view.

* The cmphasis in this argument is on ‘poverty’ in relative terms since there is a
tendency to overlook income disparities in third world countrics especially by cthnocentric
researchers as cvidenced in Rostow's (1960) stages modcl.

* 1t should be noted that there is currently a lack of consensus among
organisational actors on what constitutes "commercial competitiveness". On its part. the
Government's interpretation is centred on the need to earn “rcasonablc” returns on its
investment. An interpretation which is very much in conflict with its social desirability
justification of rural/national electrification.

® We found this defence which was put up by the Authority's management
convincing and indeed, it supported the substantial institutional theorisations of accounting
systems design and change process in the extant managerial accounting litcrature (scc. Alam
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By insisting that the Authority should maintain the existing pricing structure
(1.e. a system which does not provide subsidies for rural electricity consumers), the
Ghana Government is failing to recognise that maximum utilisation and therefore
maximum benefits of the rural/national electrification will only be realised if actual
electricity use equals potential use (see Saunders et al., 1978). To reach such a goal,
the government will have to institute policies which will seek to operationalise the
social desirability of the rural/national electrification programme. Consistent with such
a change will be the need for the Authority's accounting systems, with particular
reference to the pricing structure, to incorporate these social justifications of
rural/national electrification projects. Until then, the Authority's accounting and
financial management systems will continue not to reflect the "people-centred”
dimension of sustainable development.

Accounting Systems and Environmental Obligations of the VRA

One of the most pervasive and topical issues in academic and professional
research is consideration of integrating the environment into 'traditional' research
agendas. The overwhelming concern for environmental awareness is evidenced by the
emergence of such sub-disciplines as environmental accounting (see Gray, 1992; Gray,
Kouly, and Lavers, 1995) and environmental or ecological economics (see Mikesell,
1992) among others. As indicated earlier, environmental issues are also an important
dimension of the notion of "sustainable development”. In this section we seek to
examine the extent to which the environmental obligations of the VRA have been
integrated into its accounting and financial management systems over the years. The
discussion in this section is based principally on the interviews with various staff
members of the Authority.

Like most electric supply utilities, the VRA has its environmental obligations
which management has always sought to carry out (Senior officer, Real Estate and
Environment Department). One of the major environmental concerns of VRA is the
resettlement of the people who were displaced for the construction of the Akosombo
and Akuse dams®. Although the responsibility for the maintenance of the resettlement
townships built for persons displaced by the formation of the Volta Lake has been, at
the request of the Government, transferred to appropriate departments and agencies of
Government since 1971, residual problems affecting the settlers are still referred to the

and Lawrence, 1994; Ansari and Euske, 1987; Hoque and Hopper, 1994; Scapens; 1994
Covaleski, et al, 1996).

*® Those communities which were displaced as a result of the construction of the
two dams include Torgome, Natriku, West Kpong, South Senchi, Fadzoku, and Old Akrade.
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Authority for advice and necessary action (VRA Annual Report. 1991, p. 3). While the
Authornity has made this on¢ of its major prioritics since its c¢stablishment. there s
ample cvidence that 1t still contmues to dominate the Authority's cnvironmental
concerns (Scnior ofticer. Real Estate and Environment Department).

Despite the fact that VRA has over the last thirty vears "taken measurcs to
control the environmental problems arsing from the construction of the Akosombo and
Akusc dams and has tricd to help develop communitics along the lake arca”. recent
trends show that. the Authoritv's operations have come under serious scrutiny tor
environmental friendliness (Vittor-Quao. 1996, p. 8). Such pressures are parthy
induced by mternational trends. health related  problems  (particularly Bilharzia)
resulting from the construction of the dam. and other environmental problems caused
by the people rescttled along the lake arca. For instance. extensive 'crude' fishing and
farming ar¢ undertaken by the lake side settlers who also depend on fucl wood tor
domestic and commercial purposes. Such 'unfriendly’ and uncontrolled activitics along
the lake side not only mar the natural beauty of the valley but also threaten the lite
span of the Volta Lake. the main source of clectrical power generation for Ghana
(Vittor-Quao. 1996).

In response to these recent pressures. the Authority. in 1994 redesignated its
Real Estate Department as Real Estate and Environment Department charged with the
responsibility of effectively tackling and resolving the environmental issucs arising out
of the Authority's operations (VRA Annual Report. 1994, p. 10)*. The new role of the
department also includes tocusing on developing and implementing measurces to
mitigate effects of the Authority's operations on the environment. The Authority's
commitment to these policics are demonstrated by the creation of a Trust Fund of US$
500.000 (or approximately 3255 nullion) a year to assist settlements atfected by its
activitics. In 1994 the Authority also started:

mcasurcs to check the adverse effects of land degradation along the

Volta Lake by reafforesting about 430 hectares of degraded arcas on

the slopes of the Adjena Gorge.. We plan to extend this programme

to similar arcas along the lake in the coming vears.... we are |also]

cducating and involving the people living in the towns and villages

along the shores of the Lake in the fight against environmental

degradation (VRA Annual Report. 1994 p. 10).

> The Authority also runs a well equipped Hospital which provides proximity and
excellent services for staff members and the people living in thesec arcas. The gencral
attitude of the Authority towards this Hospital is summarised in the words of the Surgical
Specialists and Superintendent of the Akosombo Hospital in the following words: "Therc is
no limit on medical expenditure [for employecs].... No matter how much it costs we'll always
ensure that our patients are given the best treatment” (cf. Owu. 1996, p. 5).
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Vittor-Quao (1996, p. 17) observes that every Ghanatan has a duty to protect the hife
span ot the two dams as evidenced by the following quote:

it 1s imperative that as the Authority in taimess reconsiders the
responsibility to bear the costs of those problems associated with the
construction of the two dams. we all jon hands to help appreciate and
contribute to suve and prolong the lite span of the lake.

While the Authoriey has demonstrated signiticant commitments to alleviating
the emvironmental effects of s operations. the activitics of the relatively new
Department of Real Estate and Environment have not vet been mtegrated mto other
Departments ot the Authority - For mstance. there 1s ample evidence that traditional
accounting methods do not often provide adequate information on cnvironmental costs.
and thus result inill-informed and costlv management decisions (see Quecllette. 1996),
Recent research also shows that there are signs that "management control svstems” can
provide a tramework for an integrated environmentally friendly organisation. especially
in the hydroclectric industry (sce Evans. 1996 Cavanaugh. 1996). At the VRA not
only arc environmental 1ssucs unintegrated mto mainstream cost determination. but
organisational partictpants do not cnvisage this as happening i the next few vears.

Although recent events show that VRA is sigmificantly  committed  to
environmental friendliness. the organisation is currently faced with a shortage of
technical  expertise in the arcas of assessment. recognition.  and  costing  of
cmvironmental mpacts of ats operations. These ditticultics are not pecuhar to the
Authority as cvidenced by the situations 1 the United States (sce Ah. 19940 Carson.
1994 Quellette. 1996 Wilhams and Phillips. 1996). New Zealand (Hooks. 1996 Orr.
1994). United Kingdom (Baker. 1996. Evans. 1996). Canada (Glenn. 1995: Plackett.
10935 Sclg. 1994). Austrahia (Frost and Wilmshurst. 1996: Kevs. 1993) and Asia
(Jarrct. 1996). For instance. it was found that organisational participants did not have
knowledge of such relatively new environmental costing techniques as "Life Cvele
Costing" (sce Epstemn. 1996) and "environmental management accounting” (sce Baker.
1096) which 1s currently experimented 1in some Western nations. notably Canada which
is pereeived as bemng at the leading edge v environmental accounting (sce Anonvimous.
1994) Perhaps the lack of technical expertise 1s resulting from the fact that

s important to mcention. though. that the technique of “full costing™ might not
be known 1o most organisations tn the so-called advanced countries. Therefore. the Tack of
knowledge of this technmique should not significantly influcnce judgements of the competence
of the Authoritv’s accounting staff. By mentioning  “full costing”™ to organisational
participants. the rescarcher's secondary objective was to bring this (o their notice as a
contribution towards the cfforts to design costing procedures for environmental impacts of
the Authority's operations.
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assessments. recognition and costing of cnvironmental impact requires a combination
of highly skilled cngineers, legal and accounting personnel. This lack of technical
expertisc in quantifying the Authority's environmental issues is noted by Vittor-Quao
(1996. p. 8) as follows;

to enable the section [Real Estate and Environment Department] to
fulfill its responsibility ctfectively, management 1s still considering
proposals presented on the effective manpower and equipment nceds
of the section.... It 1s very important that such a section has some
minimal numbcer of experts to look at specific areas especially
supervision and asscssment of strategies being initiated. ..

Although the Authority consistently mamntains that 1t prides it scif with the
competent army of staff, senior management pointed out that the requircments of
cnvironmental accounting call for further traiming of cxisting staff or recruitment of
"new" staff with expertise in this area” Management saw this as an urgent
requircment 1f the "new" department 1s to thrnive and get integrated with other
departments particularly Costing and Management Accounting Division and the
Finance Department as a whole. At the time of empirical evidence collection. there was
an impending seminar under the theme The Present Environmental Thinking and its
Iffect on VRA. to be organised for certain categorics of VRA staff. The main objective
of this semunar was to cncourage staff members of other departments (particularly
accounting and finance™) to understand the integrative role of the new Real Estate and
Environment Department within the broader orgamisational spectrum. It was the
expectation of management that with a clear understanding of how their roles interact
with the functions of the "new” Department. organisational actors will be able to work
togcther towards overcommg its initial difficulties. including devising techniques for
quantitving. costing. and cvaluating the impact of the Authority's operations on the
cnvironment. The Director of Real Estate and Environment was quite optimistic that if
organisational members worked together. solutions for the VRA's cavironmental
problems will not be hard to find. As the Director noted 1n an nterview with Vittor-
Quao (1996, p. 17): "the environmental problems do not demand fonlv] new sclutions
but rather very tactical approach to promote human health and economic benefits to all
parties involved”.

2 L . . . R

The Authority intends to pursuc both options becausce of the paucity of Ghanaians
who can effcctively design. implement. and monitor environmental costing svstems (0 a
considerable standard.

Because of the urgent need to design techniques or procedures for costing
cnvironmental impacts of the Authority’s operations.
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In discussing the problems of the new Real Estate and Environment
Department, a sentor officer indicated that one of the major problems it has with the
Finance Department 1s the strict budgetary control procedurcs. He observed that:

anvthing that is not provided for in the annual budget requires special
approval from the Director of Finance and appropriate Deputy Chief
Exccutive. But this process is so rigid. Somectimes. the Finance
Department does not have a good knowledge of what 1s requested and
therefore they relv on the Deputy Chiet Exccutive responsible for the
particular area for advice.... It is true that this is necessary for
financial control purposes. but the delays are sometimes unacceptable.

In addition. while the Authority has established a Trust Fund specifically for
cnvironmental 1ssues. the most important concern ts how to quantify the environmental
impact of its operations. For mstance. to withdraw any money from this Trust Fund.
which is "admin istered by a body including Parhiamentarnians of all the affected
scttlements”. appropriate costing procedures are required {(VRA Annual Report, 1994,
p. 10). These procedures are currently arbitrary, though subject to reasonable
justification and the scrutiny of the Director of Finance and appropriate Deputy Chief
Exccutive. There 1s a need to standardise procedures for accessing this fund because
the delays are currently perceived as unacceptable. However. standardisation can only
be possible if the Authority 1s able to design ways of costing the environmental impact
of its opcerations and intcgrate these into mainstream managerial accounting.

To gan an understanding of the forces driving the Authority to pursue these
cnvironmental policics with such renewed wvigour, organisational participants were
asked whether the Authority was under pressure from some ‘external’ power such as
the government or financicers to pursue such policies. It was realised (by the researcher)
that both the Ghana Government and the Authority's financiers insist on the
cnvironmental friendliness of its operations. Thus disclosure of environmental issucs in
its annual reports 1s required to assure the Ghana Government. which has delegated
somg aspects of the responsibility for resettlement of the people displaced as a result of
the construction of the Akosombo and Akusc dams to the VRA. that these people and
indeed the dams are properly fooked after. In the case of the financiers. the Authority s
required to state the environmental impact ot any project for which it 1s secking
tunding trom these mstitutions. particularly the World Bank Group which remains the
Authoritv's  major cxternal source of funding for its projects. For instance,
organisational actors indicated that while a recent decision to justifv capital investment
did not dircctly include the environmental impact of such a project in the costing or
cconomic cvaluations. it nonctheless. emphasized environmental issucs as significant
‘qualitative’ factors. Smmlarhy. mats 1991 proposal for tunding (for power cxtension to
Wa in the Upper Western region) from the International Development Association. a
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member of the World Bank Group. the VRA disclosed environmental impacts as
follows:

The proposed project 1s not cxpected to have any major adverse
environmental cffects. An important component of the project (17% of
the project costs) is to supply Wa n the Upper West Region. The
shortest route to supply Wa 1s the extension ot 161 kV svstems from
Dabova to Wa (approximately 130 kimy However. the hine would need
to go through the Mole National Game Reserve. Cogmizant of the
environmental needs ot the project and of the African Convention for
Conscrvation of Nature and Natural Resources Agreement. signed by
Ghana m 1969, VRA has decided to build the transmussion line to Wa
by circumventing the Mole game reserve and thereby protecting it
This has increased the distance to be covered by about 280 km and
has therefore. substantially added to the cost of this component. The
transmission lin¢ in the north will provide grd supply to an arca
presently supplied by diesel generators and would. therefore. chiminate
air pollution causced by diesel generation... (World Bank. Report No.
8207-GH. p. 23).

The discussion 1n this scction shows that the Authority 1s currently pursuing
cnvironmental policics which are quite important to the people of Ghana. However.
these efforts are still at mital stages and explan the lack of tegration of
cnvironmental — policics i mamstrecam  accounting  and  financial  management
procedures. It is worth emphasizing that m terms of disclosing environmental policies
and impacts in annual reports. signiticant ctforts have been made by the Authority in
the past especially when compared to results of survevs in such advanced Western
countrics as Australia. New Zealand. and the United Kingdom. although the Ghanaian
public still remams skeptical. This partly explains one senior officer's (ot Real Estate
and Environment Department) comment that "as far as cnvironmental awarencess and
disclosurcs arc concerned. VRA is domg better than any other Ghanaian corporation.
.that is why | mentioned carlier on that our systems can not be described as deficient
it they become known to whoever 1s making that assertion™.

Conclusions

This paper has sought to tllustrate empirically how the view of accounting as a
neutral technical practice has failed to address significant national sociocconomic
development policics i a developmg country organisational context. The paper
demonstrates how the fallure to perceive accounting as a social and mstitutional
practice has resulted m the neglect of vital 1ssues in sociocconomic development of
Ghana. The specific case study of the Volta River Authonity. an organisation that was
cstablished as a major vehiele for rapid soctocconomic development in Ghana. provides
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cvidence of how social and environmiental considerations (two important aspects of the
notion of sustainable development) have cither been sidetracked or given very little
cmphasis in the organisational routine decision making mechanism.

By drawing upon the notion of "sustamable development” as a terramn for
imvestigating the ctfectiveness of the Authority's accounting and financial management
svstems. 1t was observed that the people-centred dimension of the concept was not
reflected in the Authority's present accounting and financial management systems. It
was however. realised that management of the Authority had very little control over the
design of the svstem. especially with regards to the pricing structure. In tact. a major
contradiction was obscrved between the pricing structure and the Government's current
policy of promoting rural/national clectrification. On the environmental dimension of
sustainable development. it was found that VRA 1s currently making significant cfforts
to incorporate environmental impacts of its operations into the traditional accounting
svstems. In terms of disclosure in annual reports. significant progress. in reeent vears.
was obscrved. It was however. found that these environmental policics were pursued
with renewed vigour because of external pressures from the Ghana Government and
mternational financial institutions. such as the World Bank Group.
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