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Strategies of the privatization

Referting to the domination
of the public sector and the
government intervention in the
economical aspects through the
1960s and 1970s of the previous
century in most of the countries
especially the developing and arab
countries this dominathon was
tepresented in constructing the
infrastructute and public projects
which was playing adecisive role
in the economical and social
development nevertheless gover-
nment intervention in the econ-
omical aspects resulted in many
outcomes represented in govern-
ment withdrawal from its essen-
tial tasks and its principal role to
organize the society and legisl-
ation to achieve justice security
and freedom for all citizens bes-
ides an increase of the public
expenditure which lead to the
aggravation of the public failure
deceleration of the economical
development averages and deficit
of the public economical units.

Dr. Abdelaziz A, Abubaker

Acconnting Department, facuity of Feonomics

University of Garyoiuis
Laila S. Mohamed

Academny of Graduate S tudies

This Study derived its impor-
tance from the rarty of the emp-
irical studies which can point out
the privatization subject in libya ,
besides many sub-targets .
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Political Culture of the Political Elite in

Libya: A Study of Political Preparation
Programmes of the Secretariat of the
BC and Secretariat of the PC

The key concern of this paper
is to explore the political culture
of the politically relevant elite,
represented in this study through
the Secretariat of the Basic Con-
gresses and Secretariat of the
People's Committees at the local
level, as an access to popular
opinion and a source of the reg-
ime's legitimacy. One can expe-
cted that these two particular
groups are powerful and have
influence more than any other
groups within the elite structure.
However, in reality, these two
groups do not constitute a major
policy channel. They have no
power although their role lay on
projecting the regime's legitima-
cy, as these congresses and com-
mittees are projected as the cor-
ner stone of the political struc-
ture of the political system.

This paper will pay attention
to the role of the main political
socialisation agents used by the
political system in Libva ; special

60

Dr. Amal 8. Obeidi
Political Science Department, faculty of
Economics, University of Garyounis

attention will be paid to the pol-
itical preparation programmes. In
exploring the attitudes of the par-
tcipants of these programmes,
the study depend on a focus gro-
ups method. This was done thro-
ugh focusing on two groups of a
random sample of the Secretariat
of the Basic Congresses and Sec-
retariat of the People's Commit-
tees. The issues discussed among
these two groups were: the ability
to influence the decision taken in
the political process, the nature of
the Secretariat of the Basic Cong-
resses and Secretariat of the Peo-
ple's Committees role and duties,
the political preparation program-
mes, the role of the tribe and
finally, the role of women in the
Libyan society.
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Justification Strategy in auditing :
philosophical and practical View
point, for improving the
level of external auditor's

Performance Quality

During last twenty years on
last century interest was increa-
sing of Auditing Quality , espec-
ially in advancing countries ; such
as America and England . The Pr-
ofessional Associations in these
countries concerned of  Quality
Control Standards and it used for
measuring Auditing Quality , be-
cause of difficulties surrounding
the measure of this Quality in
itself .Although these efforts |
Auditing Profession still suffers
from confidence crisis among
external Auditors and users of
Accounting information , because
of hurts faced by users .On the
other hand , Auditing Profession
in developing countries suffers
from big ctisis which is ; neglect-
ing auditor’s role by Accounting
information users , especially in
Libya . so , there is necessity for
searching suitable mechanism to
enhance Auditing Quality; Justi-
fication mechanism and it’s sup-
porting factors are the most
valuable mechanism for attaining
Auditing Quality in real meaning .

Dr: Awad, A. M., ALrowiaty
Aeconnting dept , Faculty Of
Ficonomics, Unirversity of Garyonds

This study discusses Justifi-
cation mechanism in  Auditing
and it's supporting factors thro-
ugh the extent of interest of Ext-
ernal Auditor, and Professional
and Control Bodies in Libya .The
population of this study includes
three groups ; Accounting Profe-
ssors in Libvan Universities , Ext-
ernal Auditors ,and Financial aud-
iting Officers in Public Financial
Auditing Council .

The study has been concl-
uded that External Auditors jand
Financial and Control Bodies in
Libva don't interest of Justifica-
tion mechanism and it’s support-
ing factors . this main conclusion
interpreted the weakness of Ext-
ernal Auditors performance , wh-
ich appeared through precedeing
studies . In long run Jif this status
of Profession continues , the eco-
nomic decision in Libya will be
hurting Economic development .
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Econometrics Applications On
Developing Economies Data ;

Some Restrications

One of the main problems
which usually faced by resear-
chers when trying to use applied
econometrics in developing eco-
nomies is that of data complation
Jfor example ; the use of regrets-
sion equations for drawing policy
implication and hypothesis testi-
ng depends on the significant of
their individual coefficient which
depends on data availability and
reliability .

However most developing ec-
onomies are more or less alike in
their poot means of data collec-
tion ,more over it is usually avai-
lable on annual basts and for a
limmited time period .

Dr. Mahmoud s. el fakhri
Economic dept Faculty of Fconomics,
Unirersity of Garyounis

In this paper we discussed
some ralated proplems ( such as,
multicollinearity , autocorrelation,
specificaton errors | idetification
proplem , cointegration .....) and
their implications when dea-ling
with developing economies .
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Effecting Factors in Developing

Accountancy in Libya

The aim of this paper is to
study the factors affecting the
development of accounting prof-
sssion within the Libyan enviro-
nment. The accounting literature
shows a number of factors that
help largely in developing the
accounting profession. These fac-
tors are: (professional institutions
- accounting education - users of
accounting information - institu -
tional stability - sophisticated acc-
ounting systems - and culture).

Dr . Bashir M. Ashur Derwish
Assistant Prof .
Director of planning Inititute

Mr.Abdelmola Ali Elghali
Academy of Graduate Studies

The paper concludes that none
of these factors could help the
development of the accounting
profession in Libya; therefore, it
requires many efforts to achieve
the needed development.
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only one (combined) category, ie. total
expenditure.

2- The expression “official statistics”
typically refers to data assembled by the
state and its agencies (May, 2001).

3~ The one exception telates to the total
expenditure data for the UK where the
official data were unavailable for the
vears 2000 and 2001.

4- Although, as noted later, non-stat-
ionarity in the data meant that second
differences were used in the analysis,
thereby dampening the effect of any
non-normality. Moreover, the statistic
values for skewness and kurtosis were
mostly insignificant

5- The Schwarz Bayesian and the Akaike
information criteria.

6- ic., not just the two (those employ-
ing GDP and IR as the dependent
variables) where a significant coefficient
had been found.

7- The oil price and exchange rate data
are the same as for the Libyan analysis
and so the ‘OP’” and ‘ER’ values shown
in Table (1) ate not repeated in Table (7).

8- Although, as noted later, second diff-
erences were employed in the regression
analysis, which should limic the effect of
any non-normality on the findings.
9-However, the critical values for the
test were above the critical values at all
AR levels.

10- For example, UK Net ()11 Exports
in (2003) were 0.69 million b/d.

11- For example in 2000, market capital-
isation of listed firms to GDP was over
(200%%) for the UK, compared with an
OECD average of less than (150%) . See
http://www. samsungm com/ir/down/

yck%u20market

12- The analysis was restricted to GDP
as this represents the. most common
measure of economic health in prior
studies. For both variables yeatly logged
data were used, for consistency with the
rest of the stady.

13~ The coefficient was significant at the
(10%%) level but not at the (5%) level.
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(1) that the relationship between
oil prices and the state of the
economy is significant and pos-
itive for Libya, but insignificantly
negative for the UK when the
most conventional indicator vari-
able, GDP, is used; (ii) that the
relationship is significant and po-
sitive for Libya, but only weakly
positive for the UK, when inter-
national reserves are used to repr-
esent economic health; (iii) that
the relationship is significant and
positive when using Libyan deve-
lopment expenditure as the depe-
ndent variable; negative and insig-
nificant when using Libyan admi-
nistrative expenditure, and posi-
tive and insignificant with UK
total expenditure; and (iv) that
the differences petsist between
the two countries when lagged
GDP changes are examined, with
some evidence of teversion of the
concurrent period findings. There
was a greater degree of similarity
in the two sets of results regat-
ding the effect of exchange rates;
in particular the estimated values
of the regretssion coefficients for
both countries were significantly
positively related to government
expenditure. These results sugg-
est that the impact of crude oil
price movements on an economy
highly dependent on the oil and
gas industry is substantively
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different from that for an
economy where the sector’s
importance 1s relatively low, and
that changes in oil price can im-
pact national economies in very
different ways. Moreovert, the res-
ults appear to have implications
for government administration
and policy makers in these cou-
ntries. For example, detailed anal-
ysis of the relationnship between
the US Dollar exchange rate and
governmental expenditute could
assist in the development of
policies that take account of the
full macro-economic impact of
changes in currency rates. In the
light of the results for the lagged
GDP movements, further work
might usefully explore the dyna-
mics of trends in oil price cha-
nges and investigate whether, and
to what extent, mean revetsion in
pricc movements might explain
the findings, as well as the extent
to which similar trends exist in
other oil-rich developing coun-
tries.

Footnotes:

1- Three variables wete used for the UK
because in the case of Libva there are
two major types of expenditure (admi-
nistrative and development), whereas for
the UK national data were available for
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Second, there are major differ-
ences across the three models in
each country; in Libva the relati-
onnship is significantly positive
for concurrent data, weakly nega-
tve at the one-year lag and insig-
nificantly positive at a two-year
lag. For the UK, the coetticients
are insignificantly negatve, signi-
ficantly positive and (weakly) "
significantly negative, respecti-
vely.

To allow for the possibility
that changes in economic activity
pre-empt alteradons in oil prices,
changes in GDP in a given period
were also tegressed on o1l price
movements in later periods (Le.
“leading”). An inspection of the
results shown in Table (12) 1indi-
cates that, unlike with the lagged
analysis, no signiticant o1l price
coefficients resulted. Taking the
evidence in Tables (11) and (12)
together it appears to be the case
that although, as established earl-
ier in the study, oil price changes
have a positive impact on the
Libvan economy and a weakly
negative effect in the UK, within
(12) months some of this impact
is reversed. This evidence might
suggest that some macro-level
overreaction to the o1l price chan-
ges exists in each country. In con-
trast, GDP changes do not appe-

ar to occut prior to oil price mov-
ements in cither the UK or Libva.

8. Conclusion

Univariate and two-factor mo-
dels were emploved in this study
to investigate and compare the
relationship between oil prices
and the economies of Libva and
the UK. The results indicate that
a significant positive relationship
exists between oil prices and the
state of the Libvan economy,
although the US Dollar exchange
rate also has some impact on
levels of Governmental expen-
diture. This finding 15 consistent
with the underlving nature of the
Libvan economy, which illustra-
ted the dominance of the oil and
gas sector in the nation’s indus-
trial framework.

The results for the UK indicarte
that there is no significant relat-
ionship between oil prices and
the condition of the UK econ-
omy, irtespective of how the lat-
ter is measured, although a pos-
itive significant relationship exists
between the US Dollar exchange
rate and total Governmental exp-
endirure.

In summary, the evidence pres-
ented in this study indicates:
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The results of the lagged
analysis (i.e. where the movement
in GDP is assumed to come after
the oil price change) shown in
Table (11) appear to have two
main aspects. First, and as with
the evidence for concurrent per-
iods (shown as “Simultaneous
Data” in the table), the findings
are very different for the two
countries. In particulat, at a one-
vear lag, oil price movements
have a signify-cant positive imp-
act on UK GDP, but a weakly
negative impact on Libyan GDP.

considered in conjunction with
the findings for the concurrent
and two-year lagged periods, it is
clear that oil price changes affect
the two very different economies
in a very disparate manner.

Table (12) : Analysis of the Leading Effect of Oil Price Changes
on GDP Changes for Libya and the UK

] Coefficient l T-value | p-value l f-value l R-sq(adj)
Libyan Data
Simultaneous data 0.22561 2.85% 0.008 8.13 20.90%
One vear leading -0.13353 -1.48 0.151 219 4.40%
Two years leading 0.0038 0.03 0.973 (.00 0.00%
UK Data
Simultaneous data -0.01679 -1.49 0.147 2.23 4.40%
One year leading 0.00039 0.03 0.975 0.00 0.00%
Two years leading 0.0138 0.97 0.344 0.93 0.00%

Note: This table provides coefficient estimates from regression analysis of the leading
effect of vil price changes on GDP changes for the Libyan and UK
the period 1971-2001. A = indicates significance at (5%) level on the basis of a two-

tailed test.
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7. Lagged and Leading Ana-
lyses

Up to this point, the analysis in
the chapter has focused on simul-
taneous relationships between oil
price changes and macro-econo-
mic performance i.e. the associa-
tion between each variable at a
given point in time. However, in
reality the telationship may also
take the form of a lagged (i.e. the
impact on macro-economic activ-
ity takes place after the oil price
change) or leading (where the
macro-economic change precedes
the oil price change) association
(Bekaert and Harvey, 2000; Kulen-
drana and Wittb, 2003; Megna and
Xu, 2003).

Lagged and leading analyses
were therefore undertaken for
Libya and the UK, using GDP"™
and oil price data for the same
petiod - 1971 to 2001 - as used in
the earlier analysis. Tables (11)
and (12) summarise the oil price
return coefficient estimates for
lagged and leading results respe-
ctively, using one- and two-year
periods in each case.

Table (11) : Analysis of the Lagged Effect of Oil Price Changes
on GDP Changes for Libya and the UK

] Coefficient [ T-value ‘ p-value 1 f-value { R-sq(ad))
Libyan Data
Simultaneous data 0.22561 2.85% 0.008 8.13 20.90%%
One vear lagged -0.1601 -1.84 0.078 3.37 8.40%%
Two years lagged 0.08108 0.95 0.35 0.91 0.00%
UK Data

Simultaneous data -0.01679 -1.49 0.147 2.23 4.40%
One vear lagged 0.02906 2.78* 0.010 7.71 20.50
Two years lagged 0.01819- -1.71 0.100 2.94 7.200%

Note : This table provides coefficient estimates from regtession analysis of the lagged
effect of oil price changes on GDP changes for the Libyan and UK economies over
the period 1971-2001. A *indicates significance at (5%) level on the basis of a two-tailed

test.
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The inconsistency in results is,
however, entirely consistent with
the nature of differences in the
two nation’s industrial structure
(Mork and Olsen, 1994). For exa-
mple, the UK oil and gas industry
represented only (2%0) of the cou-
ntry’s total capital investment in
(2000), while the energy industry
as a whole represents about (4%)
of GDP (Country Analysis Briefs,
United Kingdom, 2002). In cont-
rast, the oil and gas sector acco-
unted for (37.8%) of Libyan GDP
in 2000(Central Bank of Libya,
Economic Bulletin, 2002), and
was the source of (85-95%) of total
exports during the 1990s (Arab
O1l and Gas Directory, 2001).

The effect of the exchange rate
variable bore some similarities in
the two countries. As was the
casc with Libya, the coefficient in
the UK-based models was signi-
ficant in the regressions that em-
ployed expenditure levels as the
dependent variable. However, alt-
hough the coefficient was insig-
nificant in the GDP- and IR-
based regressions in both coun-
tries, for the UK it was positive in
both cases, where as in Libya this
was only the case for IR. Overall,
these findings suggest that despite
fundamental differences between
the financial systems and the
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extent of their interaction with
the global economy, in both the
UK and Libya exchange rates im-
pact central Government expen-
diture in a straight forward way,
but this is not the case with any
related or unrelated changes in
domestic economic output.

In summary, the findings for
the UK indicate that no signifi-
cant relationship exists between

.oil prices and the state of the UK

economy. One rationale for this
result is that the evidence reflects
the UK’s position as being a mar-
ginal net exporter of oil since
1981."" However, Elsharif et al.
(2005) suggested that the equity
values of London-listed firms in
the o1l and gas sector were closely
linked to crude oil prices. Given
the importance of the London
Stock Exchange to the UK econ-
omy,"” and notwithstanding the
large number of non-UK firms
listed in London, this evidence
points to a division between the
impact of oil price changes on: (i)
asset prices in financial markets;
and (ii) the real economy. While
alterations to crude oil prices lead
to commensurate changes in sha-
re prices, the impact on the UK
macro-economy appears to be
negligible.
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Table (9) : Regression Results for the Single-Factor
Model for the UK Economy

Dependent variable: | GDP ] IR | TE ]
Coefficient Lo

Constant -0.002 -0,031 0.000)

OP -0.017 0.314 0,012
T-value

constant -0.180 -0.160 0.000

oP -1.490 1.370 0.650
P-value

Constant 0.862 0.877 0.997

or 0.147 0.183 0.519

f-value 2.230 1.880 0.430

p-value (0.183 0.183 0.519

R-sq(ad)) 4.4%% 3.1% 0.0%

Note: This wble provides the coefficient estimates and diagnostes for the single - factor
model (Model 1) for the UK economy . OP= Oil  Price , GDP = Gross Domestic Producr,
IR = International Reserves of Foreign Balances and Currencies and T = Total Expenditure.

Table (10) : Regression Results for the Two-Factor Model
for the UK Economy

Dependent variable: |  Gbp ] IR | T
Coefficient

Constant -0.002 -0.032 0.000

opP -0.015 0.325 0.230
T-value

constant -0.180 -0.160 -0.030

oOP -1.280 1.360 1.330

ER 0.780 0.230 2.850)
P-value

Constant (.858 0.878 0.977

op 0.212 0.185 0.198

ER 0.442 0.820 0.009

f-value 1.400 0.930 4.350

p-value 0.265 0.408 0.025

R-sq(adj) 2.9% 0.0%% 21.1%

Note: This table provides the coefficient estimates and diagnostics for the for the two-
factor model (Model 2) for the UK economy. OP = Oil Price, ER = Exchange Rate,
GDP = Gross Domestic Product, IR = International Reserves of Foreign Balances
and Currencies and TE = Total Expenditure. A * indicates significance at (53%) level on the
basis of a two-tailed test.
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Tables (9) and (10) report the
regression results for the single
factor and two-factor model,
tespectively. Inspection of the
tables reveals that, as with the
Libyvan data, the constant term is
not significant and has a coeffi-
cient very close to zero in all six
sets of results. Examination of
the random error term for the
two-factor model indicates that
the residuals follow the classical
assumptions tequired by ordinary
least squares regression analysis.

In partcular, visual inspections
of the normal probability plot of
the residuals from regression
Model (2) for UK GDP and TE
against a normal distribution, and
the Anderson-Darling test stati-
stics of (0.919) and (0.692) respect-
ively, suggest that the residuals
are normally distributed. The aut-
ocorrelation  functon for  the
residuals from regression Model
(2) for UK GDP and TE indic-
ates that the residuals are not ser-
ially correlated across time. How-
ever, for UK IR, the shape of the
normal probability plot and the
Anderson-Darling test statistic of
(0.000y indicates that the residuals
are not normally distributed.  As
Tables() and(10) show, the estim-
ated oil price coefficient was ne-
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gative and insignificant in both
models when GDP was emplo-
yed, but was positive (although
again insignificant) in the other
tour cases. These results are sim-
lar to those in Mork and Olsen
(1994) who report that, over the
period 1967-1992, the correlation
between UK GDP and oil price
increases was positive, but only
significant at the (10%) level, and
insignificantly positive for GDP
and oil price decreases. The weak
nature of the relationship betw-
een oil prices and the three depe-
ndent variables contrasts starkly
with the results presented earlier
for Libya, where the oil price coe-
fficient was significantly positive
on six out of eight occasions.
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es, each variable was stationary in
this form. Visual inspection of
the data indicated that none of
the series exhibited trends and so
each unit root test for the UK da-
ta was performed with an inter-
cept, but no trend term and using
second differences.

6.3 Regression Analysis Re-
ults for the UK Economy

The same two models used for
analysis of the Libyan economy
were employed for the UK. The
first model is therefore a singlef-
actor model, where the oil price 1s
the only explanatory variable, and
the second model is a two-factor
model where the exchange rate

Table (8): Unit Root Test for the UK Data

Variable ADF 95% Critical value
UK GDP -5.3683 -3.0039
UK IR -3.2199 -3.0039
TE -9.9229 -3.0199

Note: This rable reports the results from the Dickey and Fuller (1979) unit root rest for

second differences in the three dependent variables used for the UK economic analysis.
GDP = Gross Domestic Product, IR = International Reserves of Foreign Balances and
Currencies and TE = Toral Expenditure. ADF = Adjusted Dickey-Fuller Stadstic

Model selecton criteria sugg-
ested selecting an AR (0) process
for Total Expenditure, plus AR
(3) and AR (5) processes” for UK
GDP and International Reserves
respectively, and these results are
shown in Table (8). The data ente-
ring the two models was therefo-
re considered to be stationary
free of unit root properties.

variable is also included. Three
dependent variables, intended to
represent alternative indicators of
the state of the UK economy,
were used in each model, namely:
(1) GDP; (1) International Reser-
ves of Foreign Balances and Cut-
rencies; and (il) Total Expendi-
ture. A total of six regression eq-
uaton results were therefore obt-
ained.
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Table (7) : Descriptive Statistics for the UK Data

N ] Mean |Std Dev.| t-statistic | p-value Skewness Kurtosis
Variables Statistic | Std. Error| Statistic | Std. Error
GDP | 30| 0.0953* | 0.0473 | 11.028 | 0.000 | 1.075* | 0.427 | 1.025 [ 0.833
IR 30| 0.0690 | 0.4001 | 0.944 | 0.353 | 3.042°| 0.427 |12.762"| 0.833
TE 28| 0.1038 | 0.0711 ] 7.726 | 0.000 | 0.889 | 0.441 | 0.644 [ 0.858

Note: This table provides information regarding the mean, standard deviation, skewness
and kurtosis of the three dependent variables used for the UK analysis. GDP = Gross
Domestic Product, IR = International Reserves of Foreign Balances and Currencies, and
TE = Total Expenditure. A * indicates significance at (3% level on the basis of a two-tailed

test.

The GDP data indicates an
cconomic growth rate that is
higher than the equivalent figure
for Libya reported in Table (1)
(8.02) , although the average ex-
penditure figure of (10.38%) is low-
er than the aggregate of the two
categories  of Libvan expendit -
ure figures (16.18%). The standa-
td deviation values display some
variability, ranging from (7.11%)
(for total expenditure) to (40.01%)
(for international reserves). All
the variables generate positive
values for the skewness statistics,
indicating that the right tail is
heavier than the left tail. Kurtosis
values above zero (GDP and int-
ernational reserves) indicate a dis-
tribution that is more peaked th-
an a normal distribution, with lo-
ng tails, while kurtosis values bel-
ow zero (total expenditure indic-
ate a distribution that is very flat.
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The data for International Rese-
rves display the most significant
skewness and kurtosis values; in
both cases the t-ratio (statist-
ic/Std. Error) is well above the
(95%) critical value of two."

6.2 The Unit Root Test of
Stationarity for UK Data

Table (8) réports the results of
the Dickey and Fuller (1979) unit
root test. The international rese-
rves variable was stationary in its
raw form, but the GDP and rtotal
expenditure variables had to be
differentiated once to achieve sta-
tionarity. However when a first
difference was taken for the inte-
rnational reserves variable it bec-
ame non-stationary. To be consi-
stent, therefore, second differen-
ces were taken for the three
variables and, as Table (8) indicat-
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Figure (3) : UK GDP and Brent Spot Returns

1.5 - ——Oil Price US $

Logged returns

Years

Note: This figure plots logged UK GDP and Brent spot prices over the sample
period.

Figure (4) : UK GDP and the Exchange Rate (US$to UK £)

0.3 ——US$TO UK £
02 -
0.1 -

0
0.0
—o.\i -

-0.3

Logged returns

Years

Note: This figure plots logged UK GDP and the exchange rate (US $ to UK ()
over the sample period .

6.1 Descriptive Statistics for
the UK Data

Table (7) provides summary stat-
istics for the UK data used in this
study.” Inspection of the table in-
dicates that the average GDP
(9.53%) and total expenditure
(10.38%) figures are significant.
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suggests that the effect of exch-
ange rate changes is limited to the
direct impact on central spending;
any (indirect) relationship with
more genetal indicators of Libyan
economic health appears to be
weak at best. When the exchange
rate variable was added to the
two-factor model the goodness of
fit increased, with the adjusted R
values proving to be greater than
those for the single-factor model
in all four cases.” Overall, the ev-
idence in Tables (5) and (6)is cons-
istent with the findings of Elfe-
ituri (1987) and others, that there
is a significant positive relations-
hip between oil prices and the
state of the Libyan economy; the
impact of oil price changes on the
national economy is substantial.

6. Results for the UK Economy

This section of the study inv-
estigates the impact of oil price
vatiability on the UK economy.
Figure (3) provides a time series
graph for logged UK GDP data
and spot oil prices, while Figure(4)
graphs logged UK GDP and the exch-
ange rat(i.c.the USS to UK /£
rate). Visual inspection of figures
(3 and (4) indicates several differences
from th e equivalent diagrams
for Libya (Figures (1) and (2, resp-
ectively). In particular economic
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growth in the UK appears to be
much less closely linked to the ol
price, but it moves in the oppo-
site direction to the exchange rate
at several points. Again, more
detailed analysis is clearly needed.
Figure (3) is strikingly different
from the equivalent diagram for
Libya (Figute 1) which indicated a
close empirical link between the
two variables.
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Table (6): Regression Results for the Two-Factor Model for the Libyan Economy

Dependent vatiable: | GDP | IR | AE | DE
Coefficient

Constant -0.007 0.014 -0.010 -0.009

Op 0.202x (1.625* -0.062 0.334

ER -0.613 0.979 1.350% 1.430*
T-value

constant -0.100 0.100 -0.100 -0.090

OP 2.540 3.940 -0.560 2.770

ER -1.370 3.940 -(.560 2.120
P-value

Constant 0.922 0.921 0.919 0.931

OP 0.018 0.001 0.581 0.010

f-value 0.181 0.281 0.040 0.044

p-value 5.140 7.810 2.900 5.070

R-sq(adj) 23.5% 33.5% 12.3% 23.1%

Note : This rable provides the cocfficient estimates and diagnostics for the
two-factor model (Model 2) for the Libyan economy . OP = Oil Price, ER =
Exchange Rate , GDP = Gross Domestic Product , IR = International Reserves
Of Foreign Balances and Currencies , AE = Administrative Fxpenditure and
DE = Development Expenditure . A * indicates significance at (5%0) level on the

basis of a two-tailed test.

The results for Libyan GDP are
consistent with Motk and Olsen’s
(1994) findings for Norway (also a
large net oil exporter with an oil
sector that 1s large, relative to the
overall size of the economy) ; the
authors report that the relations-
hip between the performance of
the Norwegian economy and oil
price increases is positive and sig-
nificant, with a slightly weaker
(but also) significant positive rela-
tionship for oil price decreases.

Tables 5) and () also indicate
that the estimated exchange

rate beta is: (i) negative (and stati-
stically insignificant) in the model
that uses Libyan GDP as the de-
pendent variable; (i) positive and
insignificant in the regression em-
ploying international reserves ;
and (iif) positive and statistically
significant in the other two cases.
The evidence therefore suggests
that Libyan Government expen-
diture was positively affected by a
tise in Libyan corrency values ( as
proxied for here by the UK [ ),
but the other measures of the
economic health of the country
were not . This pattetn , in turn |

4]



i 2006 diud 25 laall — 5 jlaill y Jasil (B Sl 3 Al -

Table(5): Regression Results for the Single-Factor Model for the Libyan Economy

Dependentvariable: | GDP__ | IR | AR | DE
Coefficient

Constant 0.008 0.015 -0.008 -0.007

OP 0.226* 0.588* -0.113 0.280*
T-value

constant -0.110 0.110 -0.080 -0.070

OP 2.850 3,780 -0.980 2.030
P-value

Constant 0914 0.915 0.937 0.948

OP 0.008 0.001 0.338 0.035

f-value 8.120 14.280 0.950 4.970

p-value 0.008 0.001 0.338 0.035

R-sq(ad)) 20.9% 33.0% 0.0% 12.8%

Note: This table provides the coefficient estimates and diagnostics for the single-
factor model (Model 1) for the Libyan economy . OP = Oil Price , GDP = Gross
Domestic Product, IR = International Reserves of Foreign Balances and Cuttencies,
AL = Administrative Fxpenditure and DE = Development Expenditure. A * indicates
significance at (5%) level on the basis of a two-tailed test.

The insignificant relationship
between oil prices and adminis-
trative expenditure is consistent
with the expectations because
such spending is financed from
non-oil revenue .The significant
and positive relationship betwe-
en oil prices and:(i) LibyanGDP;
(i) international reserves of for-
eign balances and currencies ; and
(i) development expenditute, is
also consistent with expectations.
For example, these findings can
be seen as reflecting the under-
lying nature of Libyan economic
activity; the Libyan economy s
dominated by the oil sector (wh-
ich represented between (224 and
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63°) of GDP over the period
(1967-2001),while at the same time,
oil revenues accountted for about
©95%) of the nation’s total hard
cutrency. A higher oil price sh-
ould lead (other things being eq-
ual) to higher oil revenues, a hig-
her hard currency level and, the-
refore, increased resources for
development expenditure.
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ables except for dministrative ex-
penditure, where the criteria sug-
gested AR (3). However, irrespe-
ctive of the order of the augm-
entation selected for the ADF
test, the absolute values of the
ADF statistics were all well above
the 95 per cent critical values of
the tests. The Dickey Fuller test
results therefore indicate that ea-
ch variable is stationary in second
differences at the 5% level of co-
nfidence and the test results sho-
uld not, therefore, be affected by
the existence of any unit roots.

5.4 Regression Analysis Resu -
Its for the Libyan Economy

Tables (5) and (6) report the
eight sets of regression coeffici-
ents for the oil price and exch-
ange rate variables (from the sing-
lefactor and two-factor models,
respectively) using each of the
four dependent variables selected
as indicators for the Libyan econ-
omy. As the tables show, the con-
stant term was insignificant with a
coefficient very close to zero in
each case. Examination of the ra-
ndom error term for the two-
factor model indicates that the
tesiduals follow the classical ass-
mptions required by ordinary lea-
St squares regtression analysis.for
example, visual inspection of the

normal probability plot of the re-
siduals from regression Model (2)
for Libyan GDP, IR and AE aga-
inst a normal distribution , and
the Anderson-Darling test statis-
tics of (0.354,0.624) and (0.134) res-
pectively, suggested that the resi-
duals are normally distributed.
The autocorrelation function for
the residuals from regression
Model (2) for Libyan GDP indi-
cates that the residuals are not
serially correlated across tme.
However, for Libyan DE the sha-
pe of the normal probability plot
(and the Anderson-Darling test
statistic of 0.001) indicated that
the residuals were not normally
distributed.

The estimated oil price beta was
negative and statistically insignif-
icant at the (5%) level in both mo-
dels when administrative expend-
iture was employed as the depen-
dent wvariable, but was positive
and statistically significant in each
of the other three cases.
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5.3 The Unit Root Test of sta-
Stationarity for Libyan Data

It is important to consider wh-
ether or not time series vati-ables
are stationary, because stationat-
ity is one of the vital assumptions
made in modelling and forec-
asting; non-stationarity of variabl-
es caused by the existence of a
unit root in the data can lead to
the generation of spurious regres-
sion results (Holden and Thomp-
son, 1992). Table @) therefore rep-
orts the results from the Dickey
and Fuller (1979) unit root test for
the Libyvan dara.

The raw data for the GDP and
exchange rate variables were  sta-
tionary, but the international rese-
rves and development expendi-
ture were only stationary for first
differences and the oil price and
administrative expenditure for se-
cond differences. Visual inspecti-
on of the data indicated that none
of the series exhibited trends.
Therefore, all unit root test regre-
ssions were run with an intercept,
but no trend term and second
differences in all variables. The
model selection criteria  sugg-
ested that an AR (0) process was
most approptiate for all the vari-

Table (4) : Unit Root Test for the Libyan Data

Variable ADF
or -10.2586
ER -9.2565
IR -7.123
GDP -8.5216
AE -3.7200
DE -10.2937
59% critical value -3.0039

Note: This table reports the results from the Dickey and Fuller (1979) unit root
test For second differences in the six variables used for the Libyan economic
analysis .OP = Oil Price , ER = Exchange Rate , GDP = Gross Domestic pro-
Product IR = International Rese -rves of Foreign Balances and Currencies ,AE

AFE = Administrative Expenditare and DE = Development Expenditure. ADEF =

Adjusted Dickey-Fuller Statistic .

38



i 2006 il 25 alaalt — 3 ladll g saiiy) b St 3 aa

Table (2) : Correlation Matrix for the Libyan Data

Variables OP ER IR GDP AE
ER -0.213
P-value 0.278
IR 0.595%* 0.042
P-value 0.001 0.831
GDP 0.488%* -0.33 0.706*
P-value 0.008 0.087 0.000
AE -0.188 0.422%* -0.169 -0.266
P-value 0.338 0.025 0.389 0.171
DE 0.401* 0.264 0.516* 0.112 0.129
P-value 0.035 0.174 0.005 0.571 0.514

Note: This table provides information regarding the extent of collinearity amongst the six
variables used for the Libyan economic analysis . OP = Oil Price , ER = Exchange
Rate , GDP = Gross Domestic Product, IR= International Reserves of Foreign Balances
and Currencies, AE = Administrative Expenditure and DE = Development Expenditure.
A * indicates significance at (5%) level on the basis of a two-tailed test.

Table (3) presents the results (1) , again suggesting that multi-
of the collinearity diagnostic test. collinearity is unlikely to be a pro-
The two independent variables blem for this dataset.

have tolerance and VIF values of

Table (3) : Collinearity Statistics for the Independent Variables

Variables Tolerance VIF
Oil price 1.000 1.000
Exchange rate 1.000 - 1.000

Note: This table shows results of the Collinearity diagnostic test for the
two independent variables used for the Libyan economic analysis. VIF
is the variance inflating factor.
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The standard deviation values
display some variability, ranging
from (8.94%) (for the exchange
rate) to (34.91%) (for the oil price).
Negative values for the skewness
(occurring for the exchange rate
and administrative expenditure)
means that the left tail is heavier
than the right tail. Similarly, pos-
itive values for the skewness (for
the oil price, GDP, international
reserves of foreign balances and
cutrencies, and development exp-
enditure) indicate that the right
tail is heavier than the left tail .

Kurtosis values above zeto (oil
price, GDP and administrative ex-
penditure) indicate a distribution
that is too peaked - relative to the
normal distribution - with long
tails, while kurtosis values below
zero (exchange rate, international
reserves of foreign balances and
cutrencies, and development exp-
enditure) indicate a distribution
that is too flat.”

5.2 Tests of Multicolinearity
for the Libyan Data

The correlation matrix of vea-
tly data which is presented in tab-
le (2) indicates that there is no str-
ong correlation between the two
independent variables i.e. the exc-
hang rate and the oil price ; the
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correlation efficient of- (0.213) has
an associated p-value of (0.278) .

The table also demonstrates that
the exchange rate variable is posi- .
tively correlated with all depen-
dent variables other than GDP,
although the coefficient is only
statistically significant (at the 5%
level) in the case of administrative
expenditure. In contrast, oil price
returns ate significantly positively
correlated with all the dependent
variables other than administrat-
ive expenditure, where an insign-
ificant negative coefficient was
observed. The extent of multico-
llinearity was tested further using
the simultaneous method and co-
llinearity diagnostic. The two ind-
ependent variables were entered
under the simultaneous method
and no variable was removed, in-
dicating that no significant mul-
ticollinearity exists.
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Figure (2) : Libyan GDP and the Exchange Rate (US $to UK £)

Logged data

Years

e 11§ TO UK £

=l | thyan GDP

J

Note: This figure plots logged Libyan GDP and the exchange rate

(US $ 1o UK £) over the period 1972-2001.

5.1 Descriptive Statistics for
the Libyan Data

Table (1) reports summary stat-
istics for the Libyan data used in
this research. The mean is the av-
erage vearly logged values for

each variable, while standard

deviation measutes the dispersion
of the data around their mean
value. The t-statistics for the mea-
ns indicate that the average ann-
ual growth in Libyan GDP of
(8.029%) is significant.

Table (1) : Descriptive Statistics for the Libyan Data

Std. Dev | t-statistic Skewness I Kurtosis ]
oP 30 | 00750 | 0.3491 1477 | 0249 | 1041 0.427 3Ny 0.833
ER 30 | -00176 | 0.0894 | 1270 | 0214 | -0.282 0.427 -0.666 0.833
R 30 | 00794 | 03423 | -1.079 | 0280 | 0143 0427 -.833 0.833
GDP 30 | 00802 | 0.4670 | 2631 | 0013 | 0789 0427 0.767 0.833
AE 30 | 00881 | 02683 | 1798 | 0.083 | 0617 0427 1.330 0833
DE 30 | 00737 | 02691 1499 | 0145 | 0332 0427 {.744 0833

Note : This table provides information regarding the mean, standard deviation
Skewness and kurtosis of the six variables used for the Liby an analysis . OP =01l
Price , ER = Exchange Rate , IR = International Reserves of Foreign Balances and
Currencies , DP =Gross Domestic Product , AE = Administrarive Expenditure , and
DE = Development Expenditure. A * indicates significance at (5%mlevel on the basis

of a two-tailed test.
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and currencies were also gathered
from various issues of Internat-
ional Financial Statistics. For each
vatiable, yeatly returns were calc-
ulated according to the following
formula:

Ra= L (Py/ Por) 3

where R is the yearly return on
variable x for year t, while P and
P, are the variables’ values for
years t and t-1 respectively.

5. Results for the Libyan Econ-
omy

This section of the study inves-
tigates the impact of oil price flu-
ctuations on the Libvan econo-
my .Figure (1) provides a time set-
ies graph of the Libyan GDP data

used in the study and the spot oil
prices, while Figure (2) illustrates
Libyan GDP and the exchange
rate (US §to UK £).

Visual inspection of Figures (1)
and (2) suggests that Libyan GDP
tends to move in the same dire-
ction as the oil price, but the fig-
ure often moves in the opposite
direction to the exchange rate;
clearly more detailed statistical
analysis is needed.

Figure (1) : Libyan GDP and Brent Spot Returns

Logged data

——0il Price US §

——Libyan GDP

Years

Note: This figure plots logged Libyan GDP and Brent spot crude oil prices over

the period 1972-2001.
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is characterised by treating official
statistics as objective indicators of
the phenomena to which they
refer. As a result, they may be
characterised as drawing their ins-
piration from positivism and em-
piricism. In contrast, the institute-
onalist and radical schools of
thought reject the idea that offi-
cial statistics are objective indic-
ators of the social conditions that
they seek to describe. However,
Bulmer (1984) notes, that even if
the latter two schools of thought
have some merit, government-
generated statistics should still be
considered useful for research
putposes. Bulmer (1984) argues
that despite the shortcomings of
official statistics, they oftenlead
to the generaton of robust and
meaningful findings regarding the
behaviour of modern society, fin-
dings which have subsequently
been used by realist and radical
researchers alike. The author also
notes that the conceptual issues
facing those who collect official
statistics are similar in nature to
those faced by social researchers
generally. Accordingly, regardless
of differences in theoretical orie-
ntation, official ~ statistics  still
represent meaningful data for the
construction of knowledge about
society and social relations. In ad-
dition, because Government stati-

sticians often have the resoutces
to appoint high quality academics,
officials might be considered like-
Iy to go to great trouble to mini-
mise errors and, consequently, su-

pply reliable data (May, 2001).
4. Data

The data used in this research
are annual in each case and cover
the period 1971 to 2001.” The oil
price variable used is the yearly
average of the Brent crude oil pr-
ice, obtained from the Economic
Bulletin issued by the Central Ba-
nk of Libya (various issues).

The exchange rate data empl-
oyed are the yearly average of the
US Dollar to UK Pound Sterling
rate taken from International Fin-
ancial Statistics (vatious issues).
The four dependent variables for
the Libyan economy, namely: (1)
GDP; (ii) international reserves
of foreign balances and currenc-
ies; (iii) administrative expendit-
ure; and (iv) development expen-
diture were constructed from var-
ious issues of the Economic Bul-
letin issued by the Central Bank
of Libya. Data for the three dep-
endent variables in the UK mod-
el, namely: (i) GDP; (ii) total exp-
enditure and (iii) international re-
serves of foreign balances and
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The second form of analysis
involves a two-factor model wh-
ich employs the crude oil price
and the exchange rate (US § to
UK £), as two independent varia-
bles. The British Pound was used
instead of the Libyan Dinar in the
analysis of Libva, for several
reasons. First, the Dinar is not a
free floating currency; Libya und-
ertakes most of its transactions
with other nations using its hard
currencies. Second, the Libyan
Dinar was formally linked to the
£, between 1951 and 1967. Third,
the £ is widely used in Libya on a
daily basis in the conduct of do-
mestic and industrial transactions.
Finally, the £ is one of the four
major currencies used in internat-
ional trade and finance that forms
the basis of the Special Drawing
Right instrument to which Libya’s
Dinar has been linked since 1986.
The twofactor model that adds
an exchange rate factor R, to
Model (1) is therefore:

Ru=0+ B R+ B R+ & )

where R 1s the logged return on
the exchange rate, [, is the

exchange rate beta, and all other
variables are as per (1) .

3. Official Statistics

The data used in this study are
constructed from official data so-
urces for both Libya and the UK.
The use of official statistics™ in
inter-country compatisons relati-
ng to a particular industry or arca
of productive activity is common
in economic research (Bryman,
2004). The quantity and reliability
of material regulatly collected by
a state and its agencies affords a
vast supply of data for the social
researcher. However, use of such
information has a number of pot-
ential methodological and ontolo-
gical weaknesses. For example, it
has been argued that such data
should not be viewed simply as
social facts, but instead as social
and political constructions which
may be based upon the interests
of those who commissioned the
research in the first instance
(May, 2001).

Moreover, there is some evid-
ence of concern among academ-
ics regarding the control of the
state over such statistics and their
accuracy (Jones, 1991). Perspecti-
ves on official statistics are divid-
ed into three broad schools of
thought (May, 2001), namely: the
realist; the institutionalist; and the
radical schools. The realist school
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2. Framework for the Analysis

The relationship between the
oll price and the macro-economy
was investigated using a range of
models commonly found in the
literature. Recent theoretical work
suggests that oil price shocks may
have an unfavourable impact on
the macro-economy, not only be-
cause they change the level of oil
prices, but also because they raise
oil price voladlity (Ferderer, 1996).
Mork and Olsen (1994) examine
the cotrelation between oil price
movements and GDP fluctuat-
ions for Canada, France, Japan,
Norway,the UK the US and West
Germany. Their results show that
oil price changes have asymmetric
effects on the economy in most
OECD countries. Motk (1989)
and Hamilton (2003) both suggest
that oil price increases have a
much more significant impact
than oil price decreeases, while
Lee and Ni (2002) - argue that the
dramatic rise in oil price volatility
that has occurred since the mid-
1990s has led to a breakdown in
the empirical relatdonship betwe-
en oil prices and economic active-
ity in the US. The vulnerability of
the Libyan economy to oil price
changes has been identified by
Elfeituri (1987). Elfeituri employed
a model which included rates of

growth of GDP, labour, capital
and the real price of oil in the
period 1968-1982, to investigate
the effects of oil price changes on
the economic growth of eight
OPEC members, one of which
was Libya. The study reports that
the contributon of oil price cha-
nges to Libyan economic growth
was very significant. These stu-
dies also tend to show that the
effects of oil price increases and
decteases have asymmetric effec-
ts on national economies, but th-
at any such effects vary across
time and countties (Lee and Ni,
1995).

In this study, two models are
employed to examine the impact
of oil price changes on the UK
and Libyan economies. The first
is a single-factor model which
employs crude oil price as the
independent variable.

The model is:

Re=0+ B, R+ & (1

Y

where R, is one of the seven
macro-economic indicators for
the Libyan or UK economy, o is
a constant term, R is the logged
values of the oil price variable, B,

is the oil beta and € is a stationary
random error term.
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In this research univariate and two—factor models were employed to investigate
and compare the relationship between oil prices and the economies of Libya and
the UK . The evidence suggests that the impact of oil price changes on the Libyan
national economy is positive and highly significant , but no significant relationship
could be identified between price movements and the state of UK economy .

1. Introduction

The major aims of this resea-
tch is to compare the impact of
oil price changes on two diamet-
rically-opposed economic  syste-
ms. This study therefore investg-
ates and compares the impact of
movements in crude oil prices
upon the Libyan and UK macro-
economies. Specifically, regress-
ion analysis is employed to estab-
lish the extent of the relatonship
between oil price changes and the
state of the two economies. Four
dependent variables,namely: Liby-
an gross domestic product(GDP);
international reserves of foreign
balances and currencies; adminis-
terative expenditure ; and devel-

30

opment expenditure are employ-
ved as indicators for the Libyan
economy. To examine the effects
of oil price fluctuations on the
UK economy, a similar analysis
was carried out for the UK using
three'” dependent variables, na-
mely: UK GDP; international
reserves of foreign balances and
currencies; and total expenditure.
By undertaking such an analysis,
the extent to which commonalties
exist in the impact of oil price
fluctuations on national econom-
les, irrespective of (even major)
differences in economic systems
and dependence on he oil and gas
sector should emerge.
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to suppott a particular pattern of
accountability, it is likely that they
will be implicated in organisat-
ional accountability. But where
no such beliefs exist, then it is
likely that organisational account-
ability patterns will increasingly
reflect pure economic concerns.

Finally, we would caution that
out findings and conjectures rem-
ain limited in scope and would
probably require further empirical
work to tefine and develop them
into coherent theory.

Footnotes:

1- The terms ‘Principal’ and ‘Agent’ fol-
lowing Laughlin (1996) are used loosely
to fefer to the two parties and not
necessarily within the confines of Age-
ncy theory or Principal-Agent theory.

2- Public accountability was identified to
particular audience and not to the gen-
eral public

3-Companies’” Finance Controllers are
appointed by and accountable to the
Secretary of Treasury.

4- Farly societies were ruled by (royal)
chiefs.

5- These were often stipulated in leg-
istature (The Mines, Works and Quarties
Act). In addition, the mining company
to which Oxo provided services, also of-
ten specified ‘punishment’ for certain
offences.

6- The new manager was a holder of

university degtec whereas the majority
had not gone beyond primary school
with a good number hardly knowing
how to write their own names. Previous
managers only held junior secondary
school certificates.

7- We would expect the behaviour to be
altered in that it will be influenced by a
hybtid of the foreign nationals’ versus
the locals' social behaviour
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how and to what extent depe-
nded on cultute. From new insti-
tutionalist and social construct-
ivist perspectives, this can be int-
erpreted as indicating that prob-
lem solving followed a habitual-
ised approach (Berger and Luck-
mann, 1967). The problem of how
to provide accounts in an orga-
nised economic entity was solved
through reproducing a pattern of
action that has proved acceptable
and ‘economic’ in society. In a
society where powet/social rela-
tions are already ‘managed’ thr-
ough accountability, the choices
of accountability patterns avail-
able to organised activity were
narrowed by habitualisation (Bet-
ger and Luckmann, 1967). In the
two cases, accountability patterns
already existing in society were
appealed to in solving the prob-
lem of accountability brought by
otganised economic activity.

Our interpretations show that
the ownership and transfer of
economic resources on its own
was not a primary condition for
the existence of an accountability
relationship. Economic reasons
of accountability alone did not
explain all aspects of accounta-
bility practices. Other reasons ba-
sed on cultural factors were fou-
nd to explain the process of acc-
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ountability construction that eco-
nomic reasons could not explain.
Social inequality provided a win-
dow to understand accountability
aspects that had been not well
understood before. Differences in
values and beliefs have led to
different forms of accountability.
Although these values and beliefs
differ, they affected the process
of accountability construction in
both cases. The internalisation of
these values and beliefs did
override existing formal and inf-
ormal forms of accountability and
established unique forms of acc-
ountability (i.e. theological, ideol-
ogical and social inequality based
accountability forms). These cha-
nges were based on regulatve,
notmative and cognitive instit-
utional elements. The process of
implementing or adopting these
changes is accomplished through
coercive, normative Of mimetic
mechanisms.

The relationship between eco-
nomic and cultural concerns in as
far as both were influential in co-
nstructing organisational account-
ability appeared to be a hierarch-
ical one. It appears hierarchical
in that economic concerns app-
eared more prominent only in the
absence of strong cultural values.
Where strong cultural values exist
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othesise that organisational part-
icipants' relations outside the org-
anisation could not be totally ind-
ependent of their relationship in-
side the formal organisation (Sin-
clair, 1995). In environments wh-
ere foreign nationals (with differ-
rent cultural backgrounds) own a
substantial number of businesses
it is possible to expect to observe
some changes in social behaviour.
The changes, we argue, will be
associated with the locals' alte-
red” behaviour in the organisa-
tion. We identify this as a poten-
tial research area.

Social interaction and inequ-
ality and the role of personal con-
tacts and favouritism played an
important role in the process of
accountability construction in bo-
th cases. This was based on the
social knowledge available to
actors which was impregnated
with the internalisation of rules,
values and beliefs originating fro-
m or imposed on actors' interact-
ion. Formal accountability was
found to originate mainly from
regulative sources of institution-
nalisation. This by no way means
that informal accountability did
not emetge in the process of con-
struction and discharging formal
accountability. On the contrary,
informal accountability, which

originated mainly from the norm-
ative and cognitive sources of
institudonalisation, in fact suppo-
rted formal accountability. The
institutionalisation of these forms
of accountability was accomplish-
hed through the enforcement of
rules (coercive), initiating a dialo-
gue between actors' values and
beliefs and the emergence of
rules (normative), or mimetic me-
chanism.

Conclusion

This paper has reported on a
study of accountability practices
in two companies in Botswana
and Libya. Both countries were
classified as developing but had
distinctly different cultures. Tho-
ugh the study was not necessarily
comparative, comparisons betw-
een the two cases offer a complex
pattern of relationships between
accountability practices, culture
and economic concerns. In add-
ition to economic, cultural conc-
erns were influendal in determ-
ining the nature and form of acc-
ountability relationship in the
organisation. Accountability for-
ms were shaped and given mean-
ings by their context (Sinclait,
1995). It would appear that at the
basic level, some form of acco-
untability had to be practised but

25
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influenced formal organisational
practices. The unwritten rules of
social conduct influenced and
were reflected in the written rules
of organisational conduct. The
written rules could therefore be
regarded as a formalised manife-
station of the unwritten rules.

Evidence from both cases fur-
ther highlighted the contextual
nature of accountability relation-
ships. In particular, it highlighted
the relationship between the gen-
eral social environment and orga-
nisational  practices. Organisa-
tional practices of accountability
were premised on and reflected
the power relations existing in
society. These power relations
evolved from beliefs and values
that can be broadly understood as
culture. Cultural issues often
prescribe behavioural norms wit-
hin which power telations betw-
cen persons of different status
were implicated. In some cases,
behaviour was not prescribed,
rather it was simply taken-for
granted and expected. This type
of behaviour evolved from habit-
ualised action over time and ult-
mately came to be institutionna-
lised in society (Betger and Luck-
mann, 1967). Behaviour also evol-
ved from a series of past events,
the experiences of which resulted
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in individuals developing cettain
views and beliefs in an attempt to
rationalise or understand such
events. Past events may also lead
to individuals developing behave-
oural patterns to help them cope
with or avoid future suffering un-
der similar conditions. Such views
and behavioural patterns were
passed on to subsequent gener-
ations through teaching (formal
ot informal) and it was through
such teachings and 'new exper-
iences' that social behaviour was
reproduced, maintained and alter-

ed.

In as much as organisational
participants were social actors,
their behaviour and views, etc
inevitably influenced organisati-
onal practices. Organisational pr-
actices, in as much as they were
expetiences also influenced prac-
tices in the wider social environ-
ment. In the case of accounta-
bility practises as discussed in the
two cases, there were clear indi-
cators of the influence of social
practices. In both cases, pattic-
ipants' relations with authority
reflected what obtained in the
wider social setting. The research
however fell short of exploring
how organisational accountability
influences accountability in the
social world. But we would hyp-
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sttued as an acceptable and
believed to lead to punishment
and it was this fear of punish-
ment that influenced agents to
comply with principal’s demands.

In the context of Botswana,
the principal as an individual was
more crucial than histher) posit-
ion in the organisational hiera-
rchy. Accountability was influen-
ced by traditionally and history-
ically based beliefs that only cer-
tain individuals could be princ-
ipals. Following the demands of
those individuals was therefore
‘normal’ and ‘appropriate’. It was
equally ‘abnormal’ and ‘inappt-
optiate’ to follow the demands of
principals who as individuals (ac-
cording to such beliefs) were not
suitable to be principals. Rebell-
ion against such (unsuitable) prin-
cipals was therefore more likely
and had to be constrained throu-
gh the use of tight controls.

The principal’s influence in
designing accountability systems
was more pronounced in Bots-
wana than in Libya. The princi-
pal’s interpretive schemes, capab-
ilides and interpretation of the
company’s situation were solely
influential in determining the nat-
ure and type of systems to be de-
ployed in reinforcing accounta-

bility. In the Libyan case, there
was no evidence to indicate the
overriding influence of any single
individual. Perhaps this could be
attributed to the differences in
size, structures and ownership of
the two companies. The Libyan
case was substantially larger and
mote complex, factors that logic-
ally make it difficult for the
influence of any single individual
to be of any significant magnit-
ude. Differences in the views held
regarding agents’ relations to pri-
ncipals as discussed above also

provide another possible explana-

tion. In Botswana, the principal
was regarded as an individual
with individual attributes whereas
in Libya, the principal was more
of an organisational actor (Bov-
ens, 1998).

In both cases, the distinction
between formal and informal acc-
ountability was difficult to esta-
blish. Concerns that were clearly
not part of organisations' object-
ives (e.g., religion and principal’s
individual attributes) were influ-
ential in determining organisat-
ional accountability  practices.
Such concetns could be classified
as informal in that they drew
from contexts outside the organi-
sation but they could also be
regarded as formal since they

23
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Discussion: the two cases

Accountability was found to be
influenced by the context within
which it originates. In Sinclait’s
(1995: 233) terms; “Accountability
is not independent of the person
occupying a position of respons-
ibility, nor of the context.” Diffe-
rences in the context of both
cases affected the construction
process of accountability. The
two cases were based on data
collected from two developing
countries; Botswana and Libya.
Botswana is an Anglo-Saxon libe-
ral market oriented country whe-
reas Libya is an Arabic socialist
oriented country. Deeply rooted
in these differences were diverse
values and beliefs. Differenc-
es/similarides in these values and
beliefs resulted in different/ simi-
lar forms of accountability. In the
case of Botswana, accountability
was found to be deeply influ-
enced by social inequality; racism
in particular. The historical infl-
uences of colonialism and the
South African apartheid regime
were found to have had strong
effects on accountability constru-
ction. This indicated that the
process of accountability constru-
ction and discharge was affected
not only by present influences
and pressures but also by past

22

circumstances (Scott, 1995b). In
the Libyan context, accountability
process was found to have been
influenced by laws, personal con-
nections, family ties and favou-
ritism.  Although these actions
support the existence and extent
of social inequality, they wete
seen as part of the socialisation
process. This indicated that econ-
omic accountability was not only
embedded within social account-
tability but also embraced social
accountability.

In both cases, the perceptions
of participants about ‘reality’ were
influential in the construction of
accountability but in different wa-
ys. In the Libyan context, the ide-
ntity of the Principal as an indi-
vidual was not a crucial factor.
The Principal’s location in the
organisational hierarchy and asso-
ciated control of resources was
mote important. Also equally im-
portant was the religiously based
views about relation to authority.
From an Islamic point of view,
individuals’ conduct will be app-
raised on judgement day by A/ah.
The belief was that it was the
work and will of A/lab that some
individuals were in positions of
authority and therefore following
their demands was in order. Reb-
ellion against authority was con-
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is lack of evidence to indicate that
participants had strong and clear
views about what was important
and what was not. Instead, it wo-
uld appear that resistance or opp-
osition to the new manager and
his ways were only defensive rou-
tines to protect what people had
become used to and taken for gr-
anted as the norm (Argytis, 1990).
Historically, both nationally and
organisationally, participants had
become used to the white man
rather than locals, occupying pos-
itions of power. In (successtul)
business organisations in partic-
ular, management had become
the white man’s domain. Like
wise, the previous managers’ ways
had also been internalised as the
norm. The changes were disrup-
tions to the reproduction of taken
for granted behaviour (Willmott,
1996; Garfinkel, 1967).

But then the fact that none of
those opposed to the changed ac-
countability practices left the em-
ploy of the company, underlines
the centrality of economic conce-
tns to accountability relationsh-
ips. Expressions like “I have a
family to support” were common
in situations where employees felt
unduly influenced. Such expres-
sions would appear to indicate
that despite the apparent breach

of ‘naturalness’, people were pre-
pated to continue working for ec-
onomic reasons. But it is unlikely
that their economic reasons were
‘purely economic’. Rather it is
possible that they were embedded
in social expectations about their
roles as providers for the family,
identity or image as men In
society, etc.

Although some of the prop-
ositions developed in this case
temain speculative and require
further research, they nonetheless
highlight the potential rich and
wider understanding that could
result from analysing organis-
ational accountability practices
from a social construction pers-
pective. In particular, the role pla-
yed social status in organisational
processes of accountability was
highlighted. The changes in the
manager's social status were infl-
uential in the development of the
company's management account-
ting practices. Overall, the find-
ings demonstrate the limitations
in understanding that could arise
from analysing organisational acc-
ountability constructions and pra-
ctices purely in terms of econo-
mic factors.

21
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new manager as “the white man”.
Critical Reflection

Contrasts between accountab-
ility practices described above
indicate the involvement of social
inequality in the construction of
organisational processes of acco-
untability.  In particular, racial
inequality was more influential.
With the white managet, no tight
accounting based controls were
deployed to reinforce accountab-
ility as employees generally app-
reciated that it was normal for the
white man to control them. But
with the local manager, the reve-
rse was the case. He had to dep-
loy formal controls to reinforce
accountability because as a fellow
local, employees® feelings of xen-
ophilia could no longer be relied
upon to limit ‘deviant’” behaviour.
Instead, the new manager’s racial
status appeared to encourage dev-
iant behaviour. The subsequent
deployment of systems to disco-
urage such behaviour demons-
trates how the agent in an acco-
untability relationship can influ-
ence the principal's behaviour.
The agent's changed (deviant)
behaviour 'forced' the principal to
change his behaviour. This obs-
ervation thus identifies a dynamic
relationship between agents' per-
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ceptions of the principal, their
behaviour and the principal's be-
haviour. It also identifies the pos-
sible existence of yet another
dynamic complimentary relatio-
nship between economic conce-
rns and social beliefs in constru-
ctions of organisational account-
ability. At the beginning of the
study, racial inequality was more
influential whereas towards the
end, economic concerns were
more influential. In fact, in the
latter case, it can be argued that
economic concerns only became
prominent in the absence of rac-
ial inequality. This would appear
to indicate a possible hierarchical
order between economic and soc-
ial beliefs with the latter occup-
ying a higher position. The exist-
ence of such an ordering would
appear to be consistent with the
arguments underlying Laughlin’s
(1996) construction of “the secula-
risation processes”. The appoin-
tment of the local was in contrast
to the views held by the majority.
To the majority, the apparent ec-
onomic reasons behind the appo-
intment appeared secondary or
secular. Their resistance or opp-
osition to the new manager and
his ways could therefore be unde-
rstood as a defence against secu-
larisation of their beliefs by econ-
omic reasoning. However, there
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efs and values. Traditional values
are that leadership is for older
people and younger people are
hence accountable to older ones
(with of course the exception of
royalty). The new manager hence
faced two difficulties: being of
equal racial status as well as being
of ‘less than equal’ age status. His
relatively higher education stat-
us'® however appeared to mediate
on his behalf as some cleatly were
inspired by his education level.
But nevertheless a perhaps-decre-
asing majority still preferred som-
eone of higher racial status. Prior
to his ultimate assumption of full
managetial responsibility, he had
served as administration managet,
a post that had him dealing dire-
ctly with the employees on a daily
basis. It was during this period
that some would challenge his
decisions and made it clear that
they preferred to deal directly
with the then manager who
incidentally was even vounger,
less experienced and far less edu-
cated. Interestingly, they prefer-
red to deal with the administ-
ration manager on personal issues
which according to them, they
expected him to ‘understand’ bec-
ause he was a local. The empl-
ovees continued to challenge his
authority even after he assumed
full managerial duties, with stand-

offs, threats of strike action and
strike actions becoming common.

The accountability relationship
between the new manager and
employees could no longer be
managed by “natural” unders-
tanding. The manager introduced
new controls, measures and pro-
cedures aimed among others, at
reinforcing accountability. The
resulting accountability in which
management accounting played a
key role increasingly reflected
what Sinclair (1995) described as
the managerial type. Accounta-
bility had changed from comm.-
unal to contractual, from high to
low trust (Laughlin, 1996). With
social inequality playing an inc-
reasingly minimal role in const-
ructions of accountability, the
manager and employees were ec-
onomic actors. Employees comp-
lied with the manager’s expec-
tations because of the economic
powet he had as manager of the
company. The manager’s rights to
accountability now appeared to
atise from the economic reso-
urces under his custody, which
the employees desired rather than
from social inequality. The emp-
loyees” economic survival depe-
nded on fulfilling the manager’s
expectations. Interestingly, the
employees stll referred to their

19
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being issued with a complaint
form (written wartning) and an
accumulation of two further off-
ences resulted in automatic dis-
missal. A single major offence
however resulted in instant dism-
issal. With the exception of safety
regulations,” the distinction bet-
ween a major and minor offence
was at the manager’s discretion.
Information for this system was
collected through simple physical
observation of workmanship, ti-
me sheets and verbal reports by
the foreman and representatives
of the client company.

The manager never held any
meetings with employees and th-
ey in turn never requested any.
He simply gave them orders or
teprimanded them mainly by way
of threat of dismissal. Communi-
cation between the two parties
was mostly one way with the ma-
jority of employees (who incid-
entally had very littde or no for-
‘mal education) never picking iss-
ues with the manager even when
they felt otherwise. The majortity
were afraid of the managet, not
because of his temper or position
in the company but mainly bec-
ause he was white. Expressions
like “you can’t say that to the
white man” or “you’re not supp-
osed to speak like that to the
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white man” were often used as
excuses and justifications for not
differing with the manager. The
Oxo manager’s ‘right’ to expect,
demand and get explanations for
employees” conduct thus arose
mainly because of his race. The
transfer of economic resources as
a reason for accountability was
only secondary perhaps because
corporate ownership was prima-
rily identified with the white man.

The majority of employees also
often expressed feelings of xeno-
philia towards the white man. In
particular they believed that the
white man was superior to the
black man and that therefore
management was the white man’s
domain. The black man’s domain
was thus serving the white man.
Employees also often expressed
views that the company’s aspirant
future managers (the trainee man-
ager and clerk) were unsuitable
for management because they we-
re black or rather because they
were not white.

Towards the end of the petiod
covered by the study, the comp-
any’s former clerk was appointed
manager. The new manager was
also younger than most if not all
employees, a factor which was
inconsistent with traditional beli-
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was the master (see for example
UNESCO, 1967; Hepple, 1971 and
Pascal, 1972). Although these laws
were not applicable in Botswana,
many Batswana worked and lived
in South Aftica under those con-
ditions and inevitably, the men-
tality spilled over to Botswana.
Even after Botswana atrained
independence in 1966, the South
African mines continued to pro-
vide employment.

The opening of Botswana’s
own mines after independence
and associated industries also
depended largely on the white
man masterminding the operati-
ons and Bafswana providing lab-
our. Companies like Oxo, which
primarily provided services to the
mining industry, also had similar
structures. Through all these and
other historical events the white
man came to tepresent wealth,
leadership, intelligence, talent and
power. Indeed many metaphorts
and traditional sayings pertaining
to these traits make reference to
the white man. (For example, the
expression white man is a comm.-
on metaphor in Botswana for a
gentleman, a wealthy man, an int-
elligent man, the manager/boss
or a respected person).

Accountability practices and
patterns at Oxo Ltd.

Adapting the definition of
accountability relationships to the
company identified two distince
sets of relationships. The first set
was the relationship between the
board of directors who assumed
the role of Principals and the
Manager who assumed the role of
Agent (higher level relationship).
The second relationship was bet-
ween the Manager and employees
(lower level relationship) who
assumed the toles of Principal
and Agent(s) respectively and it 1s
on this relatonship that the case
focused.

At the beginning of the period
covered by the study, the acco-
untability relationship between
the manager and employees app-
eared to follow a ‘stick and no-
stick’” approach. The manager si-
mply gave orders and specifica-
tions for the performance of
tasks, which the employees car-
ried out. Those who complied
with the manager’s expectations
got to keep their jobs and those
who did not comply, stood to
lose them. This was administered
formally through a ‘complaint
form’ system. Minor deviant beh-
aviour resulted in the employee

17
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In umes like those, the company
often resorted to retrenchments
or simply 'asked' some employees
to go on extended unpaid leave.
The company did however occa-
sionally get jobs from elsewhere
in the country but these were few
and far between.

The social environment in wh-
ich the company operated was
characterised by a culture in wh-
ich the white man wielded more
power. This was both historically
as well as economically rooted.
Historically, the white man’s
claim to power arose from both
colonialism and the apartheid
regime in neighbouring Republic
of South Africa (RSA). The
arrival of the British and other
white Buropeans in  Southern
Africa altered the traditional and
social leadership structures to
position the white man above the
chiefs. The white man gained
this respect in the region when he
allegedly brought civilisation and
education. For Botswana in part-
icular, the colonial era was the
period in which the British pro-
tected the people against attacks
from other Africans and also aga-
inst take-over by the South Aft-
ican whites. Under the laws of the
protectorate, the chiefs did not
have jurisdiction to preside over
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cases in which “a white man was
concerned” (Sanders, 1992). In
one important incident in 1933, a
prominent chief tried, found gui-
Ity and flogged one young Scot-
tish national living among his
people. This was in clear violation
of the laws of the protectorate
and the British reaction was swift
and symbolic. A public trial was
held in which the chief was
suspended and exiled. In another
incident of similat significance in
1905, the British High Commi-
ssioner intervened in a tribal dis-
pute and ordered the chief to be
teplaced. The deposed chief was
turther imprisoned and subseque-
ntly exiled.

The emergence of commercial
farming and discovery of mine-
rals like gold and diamonds and
the subsequent opening of mines
in South Africa for which locals
(Batswana) provided migrant lab-
our also contributed to the white
man’s supreme position. Batswana
provided unskilled labour while
the white man provided brains
The rise of the apartheid regime
in South Africa during the same
period also helped establish the
white man’s supreme position in
Botswana’s culture and social str-
uctures. The laws of the apartheid
regime were that the white man
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The company and its enviro-
nment

The company, Oxo Botswana
Limited specialised in industrial
plant maintenance. It was a pri-
vate company incorporated in
Botswana but wholly owned by
two of irts directors and Oxo
South Africa Limited (Oxo RSA).
The company’s offices and prem-
ises were situated within the min-
ing lease area, which was a rest-
ricted area, and under the sole
control of the mining company.
All business in the lease arca was
centred on the mining company
and its operations. With the exc-
eption of government owned or-
ganisations and departments, a
private garage and petrol station,
one shop and a number of kiosks,
all businesses depended directly
on jobs from the mining comp-
any for survival. The law regu-
lating conduct within the lease
area (Precious Stones Protection
Act, Cap.42: 03) required all ind-
ividuals and organisations intent
on establishing businesses in the
atea to seek the permission and
approval of the mining company.
The continued presence of any
such businesses was also left to
the mining company’s discretion.
Any buildings or immovable ass-
ets erected by any other person

ot organisation within the lease
area would in the event of the
‘owner’ leaving the area become
the property of the mining com-
pany if not destroyed by the
‘owner’. It was at the discretion
of the mining company to pav
compensation or not for such
properties taken over.

(x0’s main business came from
providing services to the diam-
ond mining company. For large
jobs, the company often had to
compete with others through the
tendering process. For smaller
ones, the mining company awa-
rded them ar its discretion and
sometimes without first requiring
a quotation. In general, the level
of competition among companies
within the lease area was not
intense but strong competition
for large projects was from com-
panies situated outside the lease
area and sometimes outside the
country. In many of the cases
where the job had been awarded
to an ‘outside company’, the resi-
dent companies still ended up
with a slice of the cake through
sub-contracting. This high depen-
dence of Oxo on the mining co-
mpany was clearly not ‘healthy’,
as there had been occasions when
the mining company awarded
them very little or no work at all.

15
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Case 2 : Oxo Ltd, Botswana
Research methods and metho-
dology

Data collection started as far
back as March 1987 when one of
the researchers was temporarily
emploved in the organisation.
Between March and August 1987,
the researcher compiled data ab-
out what at that time was belie-
ved to be important or critical
incidents. In particular, the emp-
hasis was with accounting syste-
ms, otganisational behaviour and
decision-making. The data was
collected mainly through convers-
ational interviews, discussions,
observations and reflections on
practices. This was a very sele-
ctive process in that only events
and incidents that appeared to
‘breach' the researchet's expec-
tations were noted. The second
phase of data collection occurred
in April 1994 when the researcher
(as a non-participant) got back in
contact with the company this
time focusing on fixed asset valu-
ation. The final and substantive
phase started in January 1999, wh-
en the researcher once more got
back in contact with the compa-
ny, this time focussing on accou-
ntability practices and processes.

The researcher visited the com-
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pany in January 1999, May-June
1999, November 1999 and January-
March 2,000. In between the act-
ual visits, contact was maintained
by telephone between the resear-
cher and mainly the manager.
During this latest contact, the
researcher's ‘knowledge’ of the
company proved to be both an
advantage as well as a disadvan-
tage. It was an advantage in that
most of the background inform-
ation about the company was alr-
eady available. Also, the researc-
her was able to rely on this kno-
wledge to understand some issues
that participants raised as well as
to raise certain issues himself.
However, this was also a probl-
em. The focus of the initial acqu-
isition of the data was not exactly
the same as one for this study.
But this provided the opportunity
to revisit and critically reflect on
the information already available
but with a different focus and
emphasis. The research method-
ology had now changed from eth-
nography to middle-range think-
ing in that data collection was inf-
ormed and guided by defined alb-
eit loosely, theoretical priors and
models(see for example , Richa-
rdson et al.,1996 ; Broadbent , 1992
and Laughlin, 1991 fora  discus-
sion of middle range thinking
methodology) .
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affected and were atfected by the
company departments' activities,
roles and the significance of these
roles to the company’s managem-
ent. The company’s external acc-
ountability relationships were ide-
ntified to be more oriented tow-
ards specific parties (i.e. the SI
and the Public Control Office).

Reflective commentary

The above discussion indicated
that the importance of account-
tability procedures were varied
and depended on to whom the
account was provided. The conf-
lict in accountability process aris-
es when perceptions and requ-
irements of those to whom one is
accountable and the accountable
person (entity) clash. The compa-
ny's accountability process was
oriented to serve, in addition to
internal purposes, legal require-
ments and particular audiences,
which included the SI. This pro-
cess was influenced by personal
contacts and social relations - the
social web - within and outside
the company. The case showed
that managerial and financial for-
ms of accountability within and
outside the company were seen as
more important than other forms
of accountability whereas public

accountability was 1dentified to
particulars. Accountability  was
seen as an ‘objectified feature’
through the implementation of
rules and decrees whereas it was
regarded as a ‘moral practice’ wh-
en it came to accommodating val-
ues and beliefs in the accounta-
bility process (Sinclair, 1995). Bei-
ng called to account in different
ways and from different parties,
managers accommodated and de-
alt with the anxiety and contlict
involved in accountability constr-
uction through the use of differ-
rent forms of accountability. The
role of favouritism and petsonal
contacts influenced accountability
procedures. This affected the for-
m of accountability that emerged
from social interaction.

Although the case demonstrated
the importance of culture in the
accountability process, further re-
search is needed to illuminate the
role and the influence of organ-
isations’ subculture and societal
culture on accountability process.
This may involve understanding
how societal culture influences or
related to organisations’ account-
ability construction.

13



i 2006 diud 25 alaall — 5 jladll g BV B Sl )3 ddaa

for most postponed to the day of
judgement whereas accountability
to an organisation or to the self
upon secular values happens dur-
ing the lifetime. This form of acc-
ountability is formal in the sense
that it rests on the Koran (Musli-
ms’ holy book) and informal in
the sense that it exists within the
text of social life. Although it was
un-talked about accountability, it
was implicit in people’s values
and beliefs and explicit in their
actions,

An interviewee in the compa-
nv's Budget Department provided
an example of power and hier-
archical relationship between the
SI and the company when he
stated: "Because the SI is high
authority, any data that is requ-
ired by them is given." Interesting
though, the interviewee did not
provide the transfer of resources
as a reason for providing accou-
nts. The statutory power was seen
as a reason for providing accou-
nts. Another aspect of power rel-
ations between the SI and the
company was that the former
designed and distributed inform-
ation-gathering forms to compa-
nies within which most of the
information was provided.

The SI  prepares  pre-designed
information gathering forms to collect
companies’  information  periodically.
The SI requires information about
companies’ production, sales, and so on.
(An interviewee in the ST)

Penalties imposed on the com-
pany due to its inefficiency were
either explicit or implicit. Explicit
penalties included blame letters,
suspending or sacking the comp-
any's manager or Board of Direc-
tors, and foreign exchange reallo-
cation. Implicit penalties included
delaying or denying the company
the right to spend.its foreign exc-
hange budget. However, impos-
ing penalties can be considered as
the application of the principal's
power over the agent to perform
as agreed. This brings the issue of
external and internal accountab-
ility processes to the discussion.

External accountability, form-
al or informal, influenced the way
internal accountability was const-
ructed. Providing accounts to
outside parties depended upon
the pressure exerted by these par-
tes and accountability relatio-
nship. Internal accountability rel-
ationships involved providing ac-
counts to managers and depart-
ments within the company. Inte-
rmal accountability relationships
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er and his influence on his child-
ren is different within and betw-
een cultures and therefore accou-
ntability relationships may  also
differ. The father (shareholders/
company) provides resources to
and seeks justifications and expla-
nations from the son (compa-
nv/department). The latter provi-
des his accounts to the former to
avoid being, inter-alia, penalised
or deprived of access to resour-
ces. In addition, the son is obli-
ged to adhere to family values
and to follow its rules and norms,
which in turn influence the acco-
untability process. This is similar
in some way to how organisations
are influenced by their subculture,
organisation culture, and societal
culture (Morgan, 1986).

The influences of social and
cultural factors on accountability
process were also cited by the co-
mpany's  Finance Controller.”
The company's Finance Contro-
ller's previous manager in the
Secretary of Treasury explained,
in the process of evaluating the
performance of finance contro-
llers, how accountability is soci-
ally constructed when he stated
that "If T am told that a Finance
Controller i1s good, that means
he/she is probably bad. If I am
told that a Finance Controller is

bad, that means he/she is prob-
ably good." “Good” and “bad”
concepts, in this context, are rela-
ted to protecting the public mon-
ey and resources. Finance Contr-
ollers who make their organisa-
tions spend less are seen by some
people who work within or deal
with the organisation as “bad”
due to the difficulties and compl-
exities in getting a share in the
organisation’s resources and vice
versa. The term “good” in this
context means that a Finance
Controller is flexible in applving
these laws and decrees, which
may be overridden by personal
and social relationships. Accou-
ntability relationship was gove-
rned by laws and rules (the form-
al aspect of accountability) and
mediated by personal and social
relationships (the informal aspect
of accountability).

Culture affects the establish-
ment of accountability through
the internalisation of values. Wit-
hin Libyan context, religion, ie.
Islam, plays an important role in
shaping accountability. The fear
of the immediate and postponed
accountability may initiate a tussle
within the self between sacred
and secular values (Laughlin,
1990). Accountability to Allah and
therefore praise or punishment is

11
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The SI and the NTC were
enmeshed in a web of account-
ability (Sinclair, 1995) relationships
with outside bodies. They were

accountable to the Secretary of

Treasury, the Tax Office, the Pu-
blic Control Office, Calabrese
and the public.” These relation-
ships constituted "the organisat-
ional web" of accountability. Per-
sonal relationships and social attr-
ibutes played an important part in
constructing and discharging acc-
ountability within and between
the SI and the NTC. This process
reflected "the social web" of acc-
ountability that existed within and
between the SI and the NTC.
The focus of accountabilities that
emerged within and between the
SI and the company were differ-
rent and depended on the nature
of each department or adminis-
tration. It also depended on the
values and beliefs being held by
people in these departments. Th-
ese values and beliefs, which were
informed by societal culture, con-
stitute the SI's and the NTC's cul-
ture,

The influences of culture and
social attributes on accountability
relations were captured in the rel-
ationship between the company
and the Secretary of Industry. An
interviewee described  the  SI-

10

NTC relationship as a father-son
reladonship. The use of this soci-
ally embedded metaphor reflected
many aspects of the social rela-
tionship between the two parties.
Embedded in this metaphor is
accountability relationship where
the company (the son) is accou-
ntable to the SI (the father) for
spending and protecting the com-
pany's resources and managing
the company. The SI (the father)
on the other hand is accountable
to the company (the son) for pro-
viding it (him) with all necessary
means, €COnNoOmic oOf non-econ-
omic, to achieve pre-agreed goals.
Although the transfer of reso-
urces between the Sl (the father)
and the company (the son) may
explain part of the accountability
relatonships, it is not the only
reason why accounts are dem-
anded and provided. There are
other social and cultural reasons
for providing accounts. Age and
gender, for instance, are two con-
jectures deduced from this meta-
phor where young people provide
accounts to older people. The use
of the words “father” and “son”
indicated gender preference in
masculine culture (Hofstede,1984)
From this metaphor, we can see
that there is power and to some
extent hierarchical accountability
relationship. The role of the fath-
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fed back to participants and cross
checked with documentary evid-
ence which wete made available
to and obtained by the researcher.

The collected data was used to
explore how participants undet-
stood and practised accountab-
ility. Initially, a content analysis of
interview transcripts and interv-
iew notes was undertaken by sca-
nning for direct or indirect refe-
rences to accountability and rela-
ted concepts such as response-
bility, then aggregating all vetbat-
im statements (Yin, 1994). The
meanings attached to the emet-
ged themes were then explored
and put into context. Themes and
patterns were then identified. The
main observations were fed back
to participants during a second
visit to the ST and the NTC. This
process enabled the researcher to
verify and improve the obsetvat-
ions. The following section will
describe the SI and the NTC acc-
ountability structure.

Accountability structure

The NTC management was
composed of three levels; top,
medium and low. There were
different forms of accountability,
which were constructed between
and within the company's top,

medium and low management
levels and between the company
and the SI. Managers at the low
level were accountable to those at
the medium level who were acc-
ountable to those at the top level.
The top management was ultim-
ately accountable to, among oth-
ers, the SI. The SI advised the in-
dustrial sector companies to esta-
blish departments equivalent to
those existing in the SI as appro-
priate. The accountability relatio-
nships between these departme-
nts indicated that accountability
was executed in part synchroni-
cally. In the SI's context, depart-
ments were accountable to each
other and to their immediate sup-
eriors in the sense of following
instructions and providing accou-
nts. Bottom-up accountability
was identified where officers at
low levels provided their reports
and accounts to higher level
management. On the other hand,
top-bottom accountability occut-
red when managers at higher
management levels provided their
accounts to managers and empl-
oyees at lower levels. The former
carried out either upon request
from the top management or as
institutionalised routines whereas
the latter occurred often volunt-
arily.
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Calabrese, owned the remaining
25 per cent. The company, under
a license from Calabrese, unde-
rtook the manufacturing, trading
and maintaining the fitting and
equipment for trucks in accord-
ance with international specific-
ations.

Data collection method

The case study method was
adopted to explore the account-
ability process in the SI-NTC
context (Yin, 1994; Stake, 1994,
1995; Scapens, 1990) and to enable
understanding  the specific and
the detail. Data collected consi-
sted of interviews, documents
and observations.Semi-structured
interviews were conducted in the
ST and the NTC. Documents col-
lected included the company's
annual " reports and production
and sales reports. In addition,
being in the rescarch site allowed
the researcher to collect data th-
rough observations and informal
discussions. The choice of this
methodology was based on the
belief that it would provide wider
and more insightful framework
for studving accountability in its
organisational and environmental
contexts.

Although access and obtaining
data was difficult, social and per-
sonal reladonships in the SI-NTC
context played an important role
in supporting the formal request
to collect the data from the set-
ting. Interviewees, who wete all
male, included officers and emp-
loyees at different levels of the
organisational hierarchy. The res-
earcher invited, among others,
Accounting and Finance depar-
tments' managers for interviews.
Interviewees were selected upon
their managetial post and through
the use of snowballing technique.
All interviews were conducted
within participants' organisations.
After introducing the research
aims and objectives, interviewees
were asked to describe their jobs
and responsibilities followed by
questions about their organisat-
ions' accounting systems and ma-
nagement. A checklist of issues
was used to guide the questions a
copy of which was given to pat-
ticipants. Although interviewees
were asked for permission to
tape-recotd interviews, only three
of twenty interviewees agreed to
their interviews being tapereco-
rded. Notes were taken during
interviews followed by a sumary
of the interviews immediately
after the completion of each int-
erview. The collected data was
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Through its definition, which
is hinged on issues of power, so-
cial inequality hierarchises societal
members into the powerful and
the non-powerful. The powerful,
by virtue of their ability to “pr-
oduce intended and foreseen
cffects on others”(Wrong, 1979: 2)
can demand and get explanations
and justifications for action from
the less powerful. The less
powerful for their part become
submissive because of their lear-
ning and beliefs that they have
mternalised about their roles in
relation to the powerful. Such int-
ernalisations already include bel-
iefs about the role of economics
as one (though not necessarily the
most dominant) means of sur-
vival in the social world. Through
these conceptualisations, we arg-
ue that processes and practices of
organisational accountability incl-
uding accounting, can thus be
better understood by tracing their
origins to this framework of
social inequality.

CASE 1 : National Trailer
Company Vs The Secretary of
Industry: Libya

Libya is socialist-otiented co-
untry, characterised by the major
role of State owned enterprises in
the economy. This type of eco-

nomy as stated by Hopper and
Hoque (2004) relies on bud-gets
and financial reports for state
plans and made enterprises acco-
untable to Ministers and repres-
entative bodies. Tribal and family
collectivity is institution-alised in
peoples' work-related and social
practices and relationships. The
State, extended family, clan, tribe,
village and Islamic religion play a
major role in interpersonal relati-
onships, community life and eco-
nomic practices. Agnaia (1997), in
a study on Libyan companies'
management development, found
that family and social ties rather
than practical or academic qual-
ifications plaved a major role in
recruitment and promotion dec-
isions. The role of favouritism
was reported to be important wh-
ich may contradict with or halt
the application of laws and dec-
rees. The State, which owns and
manages most of the businesses,
delegates the responsibility of su-
pervising State owned enterprises
to Institutions and Secretaries.

The National Trailer Company
(NTC), from which data was coll-
ected, was a joint venture estab-
lished in 1981 where the Secre-
tary of Industry (SI), representing
the State owned 75 per cent of its
capital and an Italian company,

7
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and prestige possessed by differe-
nt individuals or groups of a pa-
rticular society (Litde john, 1972).
Collectively, these attributes inf-
luence or determine ones' power
and status in society. Power, the
ability to influence the behaviour
and actions of others (Wrong,
1979), is conceptualised as arising
from status and wealth. Wealth is
derived from economic or mat-
erial possessions and can be mea-
sured in monetary terms. Status
on the other hand is difficult to
define precisely and measure.
This paper simply defines it as
one's position or standing in a
particular society (Turner, 1988).
Related to one's status in society
are social roles which are defined
as "bundles of socially-defined
attributes and expectations assoc-
jated with social positions"
(Abercrombie et al, 1984, refer-
enced by Turner 1988: 3). Such
roles and expectations are infot-
med by and arise from a vatiety
of factors including wealth, phys-
ical and intellectual attributes,
history (e.g. past achievements
and failures), ethnicity, to name
but a few. In any society, both
power and status are not distri-
buted equally among all indiv-
iduals and groups; some have
more than others.

There is inequality in any society.
Even in the most simple hunter-gatherer
band, some pegple are bigger, stronger,or
smarter than others. [Hofstede,1991:23,

Our departure point is that
individuals do not live in isol-
ation; rather they ate part of soci-
ety and hence are social actors.
As social actors the way indiv-
iduals and groups act is to some
extent guided and sometmes
constrained by social struct-ures.
We are however not arguing that
social structures determine hum-
an behaviour and action. Rather
we draw from and build onto
Hofstede’s argument that an ind-
ividual’s mental program (patt-
erns of thinking, feeling and
potential acting) is derived from
the “social environments in whi-
ch one grew up and collected
one’s life experiences”(ibid.: 4).
The social environment and exp-
eriences are plagued with rules
(formal and informal) developed
from theoties, views and ideo-
logies about social life (Meyer et
al, 1994). Impregnated in one’s le-
arning and hence thinking and
action we argue, are beliefs, and
ideologies influenced by and refl-
ecting social inequality.
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Institutional mechanisms are
identified to include coercive,
normative and mimetic. Coercive
results from common formal and
informal pressures exerted on an
organisation by other organisati-
ons and by cultural factors (Bor-
um and Westenholz, 1995). Not-
mative arises due to the influence
of professionals in an organisat-
jon. It stems from professiona-
lisation resting on formal educ-
ation and the elaboration of prof-
essional networtks (Borum and
Westenholz, 1995). Mimetic occ-
urs when an organisation models
itself after a similar organisati-
on(s) in its field that it perceives
legitimate or successful (Borum
and Westenholz, 1995). Scott's
mimetic institutional mechanism
may be realised in the process
where socialised forms of accou-
ntability move towards individ-
ualising forms and where indi-
vidualising forms move towards
socialising forms. The institutio-
nalisation effects include implem-
enting, changing or ignoring the
current routines, rules and norms.

From the regulative pillar’s per-
spective, accountability can be
constructed as formal and hierar-
chical. The emphasis is on confir-
ming to laws and rules. In the
normative perspective, account-

ability is constructed to adhere to
values and beliefs. Although, val-
ues and beliefs change over-time,
the changing process may be
slow. Accountability in this sense
may be hierarchical or lateral. Fo-
rmal and informal accountability
forms may exist in the process of
fulfilling accountability require-
ments. The chance for dialogue is
more likely in the normative pillar
of establishing accountability rela-
tionships. The cognitive approach
to account-tability emphasises the
taken-for-granted forms of acco-
untability where accounts are ass-
umed to be given within more
socialised forms of accountability.
The emergence of new rules will
be interpreted in the context of
the existing rules and routines.
The reproduction of the previous
routines will influence the imple-
mentation of the new rules and
the emergence of the new rout-
ines (Burns and Scapens, 2000).
These rules and routines are
influenced by values and beliefs,
which may differ inter- and intra-
cultures.

Social Inequality and Accou-
ntability

Social inequality as used in this
context, refers to differences in
levels of rights, obligations, goods

5
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of reference or definition of the
situation, which is taken for
granted (Scott, 19952). Berger and
Luckmann (1967) consider instit-
utionalisation as the typification
of habitualised social action that
if repeated frequently becomes
cast into a pattern.

The prevailing assumption gu-
iding eatlier institution studies
was that institutions were constr-
ucted either from the bottom up
(locally) or top down (globally)
(Scott and Christensen, 1995). In
the latter, actors external to and
at higher levels of the organisa-
tion impose institutional arrange-
ments ot provide a limited menu
of models from which local des-
igners ate expected to choose. In
the former, the contribution of
actors operating within or at the
level of organisations is emphasi-
sed. Actors within organisations
create their environment as they
develop cognitive maps of their
industry and their own positions
within it. These cognitive maps
are based on experiences within
theit socialising institutions. Sub-
cultural values and beliefs are the
cote in the construction process
of institutions. In such situations,
accountability is more likely to be
socialised. Accountability is more
likely to be socialized but may

4

move to individualising forms.

To emphasise the normative
aspects of institutions is to reco-
gnise the significance of moral
beliefs and internalised obligat-
jons as the basis for social mean-
ing and social order (Scott and
Christensen, 1995). The focus he-
re is on a collectivist concept of
human nature emphasising the
power of social patterns to shape
individual’s beliefs and behaviour
(Scott and Christensen, 1995).
Therefore, individuals are stron-
gly influenced by collective nor-
ms and values that impose social
obligations on them (Scott and
Chtistensen, 1995). From the top
down perspective, the source of
cognitive and normative mod-els
that influence the creation of ins-
titutions is situated in the wider
institutional environment and 1m-
posed on organisations (Scott and
Christensen 1995). In this respect,
social culture and rules are imp-
osed. In this setup, the emphasis
is more on formal forms of acc-
ountability. Accountability tends
to be more individualistic but
moves towards socialised forms
of accountability. Institutions are
often established by a powerful
actor or coalition of actors who
enforce rules that favour their
interests (Scott, 1995b).
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process. The fieldwork studies
are then presented which further
llustrate the influence of institu-
tionalisation (case 1) and social
inequality (case 2) on organisati-
onal practices of accountability.
This is followed by a discussion
of the differences and similarities
of accountability processes in the
two cases. The paper concludes
with a summary of theoretical co-
njectures identified.

Accountability and institution-
alisation

The influence of culture,
which Hofstede (1991) described
as the collective programming of
the mind, on accountability is an
element to be considered in und-
erstanding accountability relation-
ships and construction. Casson
(1993) argued that a group's cul-
ture affects individual's behaviour
through its impact on preferences
and beliefs. The influence of laws,
values, and beliefs, as cultural ele-
ments, on accountability const-
ruction may be explored through
Scott’s (1995a) institutional elem-
ents: regulative, normative and
cognitive. The regulative pillar is
concerned with rulesetting, moni-
toring and sanctionning activities
(Scott, 19952). The processes of
establishing rules and inspecting

others’ conformity to them may
operate through informal or for-
mal rules and laws. The regulative
pillar’s emphasis is on conformiry
to rules and legitimation follows
from adopting regulatory require-
ments. The normative pillar emp-
hasises a prescriptive, evaluative,
and obligatory dimension comp-
rising socially mediated values,
notms and roles (Scott, 1995),
Values are conceptions of the
preferred or desirable structure or
behaviour to which exIsting stru-
ctures ot behaviour can be comp-
ared and assessed whereas norms
specify  how things should be
done (Scott, 19952). Once intern-
alised, policies based on these
rules and norms tend to persist
because they are integrated within
people’s thinking and behaviour.
Behaviour is guided by a sense of
what is appropriate and by social -
obligations to others. Legitima-
tion follows from the pressure to
conform to accepted norms.

The cognitive pillar emphasises
cultural systems and constitutive
rules that are involved in the
creation of categories and the
construction of typifications that
support collective action (Scortt,
19952). The cognitive approach
stresses the legitimacy that comes
from adopting a common frame

3
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taken by the accountable person
ot entity. These justifications may
be based on inter alia economic,
political, social, personal, and le-
gal reasons. Jackson's definition
focuses on the explanation and
justification processes with emp-
hasis on power relations and soc-
ial interacton.

What is clear from the defin-
itions of accountability outlined
above is that there has to be at
least two parties involved in the
accountability process. The relat-
ionship is such that one patty (the
“Principal’) demands the explan-
ations and reasons for conduct
while the other (the ‘Agent’)"”
provides them. The relationship
between the two is one of powet
in that the principal has the po-
wer to demand and get accounts
from the agent. The question of
why (and how) this relationship
exists informs the core argument
of this paper.

The central argument of this
paper is that accountability is dri-
ven to some extent by cultural fa-
ctors which include not only eco-
nomic but also legal, social and
political. elements. Further, acco-
untability is not predatermined
within an organisation solely up-
on formal contractual relations

2

but is the product of social cons-
truction (of reality). Organisati-
onal participants are themselves
social actors whose knowledge
and hence behaviour and conduct
in the organisation are socially co-
nstructed. Giddens (1979) regards
accountability as a chronic feature
of daily conduct.

Accountability is therefore a
social construction process that is
based not only on economic jus-
tifications but on other reasons as
well. Social construction theory,
we argue, has potential to lead to
a richer understanding of organ-
isational accountability. In part-
cular, it enables the role played by
culture in constructions of accou-
ntability to be illuminated, ampli-
fied and understood.

This paper utilises data from
two fieldwork case studies to
demonstrate the role played by
culture in constructing accoun-
tability relationships in organiz-
ational contexts . Two sections
precede the field work-studies.
The first stares by defining inst-
itutions and institution-alisation
process and their relationship to
accountability. The second secti-
on introduces and identifies the
notion of social inequality and
how it influences accountability
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Abstract

Conventional wisdom assumes that accountability in formal organisations
arises because one party has entrusted resources to another. This paper using
insights from social construction and institutional theory, reflects on data from
two case studies conducted in Botswana and Libya to demonstrate that in addition
to conventional wisdom, organisational practices and patterns of accountabiliry

are influenced by and reflect patterns of power relations already existing in wider
social contexts. The power relations existing in social contexts are influenced by
cultural and religious concerns. The cultural and religious concerns were them-
selves social constructions of reality emanating from values deeply entrenched in
past events and beliefs. The paper concludes that in context and environments
characterised by strong social values and beliefs, accountability practices and
processes in formal organisations are likely to be heavily influenced by values and

beliefs held at wider socictal levels.
Introduction

Accountability is about a prep-
aredness to give explanations and
justifications. It can be defined as
“the onus, requirement, or respo-
nsibility to provide an account
(by no means necessarily a finan-
cial account) or reckoning of the
actions for which one is held res-
ponsible 7 (Gray et al , 1987 : 2),
This definition links accounta-
bility with responsibility where
the former is established to ensu-
re the latter. Roberts and scapens

(1985: 447) define accountability as
“the giving and demanding of
reasons for conduct .’ Jackson
(1982: 220) provides another def-
inition of accountability as a pro-
cess that “involves explaining or
justifying through the giving of
information what has been done,
what is currently being done and
what is planned.” From this defi-
nition , providing accounts may
involve justifying ex-post, current
and ex-ante events raken or to be
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