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interconnection between the processes of material and their symbolic reproduction.
Habermas, like Marx, is especially interested in the impact of the imperatives of material
reproduction on everyday life as well as the role ideology plays in how these imperatives
are understood (White, [1990]). Thus, in order to grasp the systemic structure of modem
life, Habermas suggests, it is necessary to consider not only the ‘critic of instrumental
reason’, but also the 'critique of functionalistic reason'. This can be achieved only when a
system perspective is integrated with a communicative model of action. From the
resulting viewpoint, White argues, "the key notion of reification can then be
reinterpreted as 'deformation of lifeworld which are 'systemically induced™ [1990,
p-104].

"When Habermas speaks of functionalist reason, he is speaking of rationality as
conceptualized within systems theory. A system becomes more rational as its complexity
increases; that is, as its range of adaptation to environmental changes is enhanced”
[White, 1990, p,104]. Although the same line of thought has been advanced in
contemporary contingency theory of management accounting, at least theoretically,
theorists have so far only adapted the H-D method (‘positivistic' method of cause-effect
calculation) for empirical investigation and are restricted by its limitations, as mentioned
earlier (cf. Neimark and Tinker [1986, pp. 370-77]). It is also argued that relationships
so far found from adaptation of the H-D method are shown to be 'weak' and the
conclusions are fragmentary (Dent [1990, Otley [1989]). Questions such as what is to be
adapted and how it is to be adapted, only provided some panoptic generalizations which
are empirically unacceptable. The methodological restrictions of such a method (H-D
method) of testing theory undermines the processes by which a ‘'rationalized lifeworld’
[(organizational) culture, society, and personality] is symbolically reproduced. 7

In the differentiated structures of a rationalized lifeworld, Habermas sees that the actions
increasingly need be coordinated by consensual agreement (say including 'management
by exception' or 'participatory budgeting' at the inter-organisational systems level) rather
than by normative prescriptions only. With this progressive shift in the way actions are
sociated there is, however, according to Habermas, a corresponding increase in the
potential for 'dissensus' and 'instability’. Habermas was not blind about the modern
structure of consciousness in that he recognizes the objectivating attitude of the modern
subjects towards both the social as well as the natural world. Thus, he certainly realises
that such an objectivating (strategic) orientation, which has links with money and power,

makes the action coordination either increasingly cut off or 'uncoupled' from 'lifeworld
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context' ( where the processes of understanding are always embedded). For example,
"the extensive use of short-term financial calculations to appraise managerial
performance is deemed to have directed managerial attention away from fundamental
value-creating activities, motivating instead opportunistic behaviours will (have) less
permanent benefits, both in market place and in corporate finance offices" (Dent [1990,
p.31). Such a 'colonisation’ in organisational practices may lead to more and more social
consequences in the long run (such as including corporate failures). Thus, Habermas
[1987] sees that "the emergence of a rationalized lifeworld not only sets free the
'rationality potential of communicative action', but it is also a necessary condition for a
new level of system differentiation, characterized by the development of a capitalist
economy and modern form of administration” [p.341].

Here, the crucial question again is that of how to grasp the integration of both the
material and the symbolic reproduction in an organisational context. Habermas
suggested one solutions would be to incorporate the 'internalists' and the 'externalists’
points of view, that is, broadening the internal perspective to incorporate an observer's
external point of view [White, 1990]. This shift of methodological attitude, at least,
according to Habermas, will limit the objectivating attitude on the lifeworld.8

Although it seems a difficult task to follow through the identification of the processual
change in an empirical setting, as a rule of thumb, it is possible to proceed with
Habermas's 'middle range thinking' for a descriptive understanding of the subject matter
under consideration. A reason of such an appreciation is that, according to Habermas,
"the lifeworld can never be fully transparent” for such orientations; rather, it is a learning
process. It may be a reason why Broadbent et al.[1990] argue that 'Habermas does only
provide the framework', from which they have developed a 'balance’ model for discussing
the financial and administrative changes in the National Health Services (NHS) of the
UK. More recently Chua and Degeling [1990] employ Habermas's framework in a case
analysis of the US health care industry.

The above mentioned research efforts have demonstrated that Habermas's framework
provides some guide in thinking, theorising, and investigating accounting as a social
phenomena. Yet, not enough has been done and much more work is needed in order to
substantiate Habermas's framework in an empirical setting. This is the motivation for a
proposed study - to undertake a research project on a locale with especial attention to
substantiating Habermas's great thinking on modernity. A primary focus of the project

will on the question of how the proposed organisation (locale), say a large organization,
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has been integrating their 'lifeworld' and 'systems', at least to reflect the interface between
the (strategic) change and accounting related areas. An understanding of them will
enable reflection on the accounting/economic implications of the development of a
critical theory. ®

2. Relations Between Systems and Lifeworld, and Their Interrelationship.

In an attempt to uncover the deficiency of Mead's account of 'individuation' theory
Habermas, first drew attention to Durkheim's account of how the forms of social
solidarity change with the division of labour and then, secondly, to Talcott Parsons'
theory of social system. In drawing attention to Durkheim's consideration of the
"division of labour" (which also has a link with Max Weber1?), Habermas provides an
explanation of how the growing "division of labour" is connected with the changing
forms of social solidarity and why it leads, in the modern period, to symptoms of social
disintegration. Taking this as a point of departure, McCarthy [1984] argues that
"Habermas seeks to reconstruct a Marxist approach that traces pathological forms of
symbolic reproduction not to the rationalization of the lifeworld itself but to constraints
issuing from processes of material reproduction” (p.xxvi). For example, Habermas
[1987] argues that the "system and lifeworld appear in Marx under the metaphors of the
realm of necessity and realm of freedom (emphasis added). The socialist is to free the
latter from the dictates of the former. It seems as if theoretical critique has only to lift the
spell cast by abstract labour (subsumed under the commodity form). The
intersubjectivity of workers associated in large industries is crippled under the self-
movement of capital; theoretical critique has only to free it of its stiffness for an avant-
garde (pioneers) to mobilize living - critically enlivened - labour against dead labour and
to lead it to the triumph of the lifeword over the system of deworlded labour power."
[p.340].

Thus, Habermas [1987] argues that "Marx's error stems in the end from dialectically
clamping together system and lifeworld in a way that does not allow for a sufficiently
sharp separation between the level of system differentiation attained in the modern period
and the class-specific forms in which it has been institutionalized. Marx did not
withstand the temptations of Hegelian totality-thinking; he construed the unity of system
and lifeworld dialectically as an 'untrue whole'. Otherwise he could not have failed to see
that every modern society, whatever its class structure, has to exhibit a high degree of
structural differentiation” [p.341]. This is a reason why Habermas [1987] sees that Marx
is unable to distinguish the repressive uprooting of the traditional forms of life between
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the aspect of reification and that of structural differentiation of the lifeworld. The theory
of value, according to Habermas, "provides no basis for a concept of reification, enabling
us to identify syndromes of alienation relative to the degree of rationalization attained in
a 'lifeworld'". Habermas further maintains that "at this stage of post-traditional forms of
life, the pain that the separation of culture, society, and personality also causes those who
grow into the modern societies and form their identities within them counts as a process
of individuation and not alienation" [pp.341-42]. This leads him to argue that "(i)n an
extensively rationalized lifeworld, reification (materialization) can be measured only
against the conditions of communicative sociation, and not against the nostalgically
loaded, frequently romanticized past of premodern forms of life" [p.342].

Habermas [1987, p.340] advances three potential weaknesses in Marx's theory of value,
such as, first, Marx's classification of system and lifeworld lies under 'the metaphors of
the realm of necessity and the realm of freedom'. Secondly, Marx was unable to
distinguish between the aspects of reification of traditional forms of life and that of
structural differentiation of the lifeworld. Thirdly, the theory of value is seen as an
overgeneralization of the case of the subsumption of the lifeworld as system. This
suggests that Marx's theory of value allows for only one channel through which the
monetarization of labour power expropriates from producers work activities into
performances. Although Marx was unable to produce a satisfactory account of late
capitalism, Habermas [1987, p.343] argues Marx was right to assign an evolutionary
primacy to the economy in western societies.

Returning to Marx, who has analysed 'economic reification’ processes based only on class
conflict as the basic causal factor, Habermas, according to White [1990, p.108], sees that
the 'decisive weakness' in the former theory is the "overgeneralisation of a special case of
the subsumption of the lifeworld under system imperatives”. Habermas maintains, that
"although the cause of reification may arise in the sphere of labour and capital, the
process of reification and its effects is (may) also (be) experienced in other spheres of
life" [p.108]. This expanded field of action of Habermas's reification process of systemic
integration, (White's [1990] slightly modified version of Habermas's original), is
reproduced in the Figure 3.

Figure 3 (about here)

In respect of the content of the Figure 3 White [1990] explains that, according to
Habermas, "Marx has analysed the reifying effects of systemic integration only on one
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role (no. 1), Weber added another (no;3)“. But "in order to comprehend the true
dimensions of the loss of freedom in advanced capitalism", according to Habermas, "one
must take into account all four roles and their changing relationships, as well as changing
relationships between the two subsystems" (White, [1990, p.108]). It is White [1990],
particularly in his chapter five (v), who has most thoroughly clarified the recent works of
Habermas to the English speaking world, and is so doing has provided some additional

insights into Habermas's extended thoughts on the subject of 'modernity’.

As an intermediate reflection the hypothesis that Habermas has advanced is that a social
evolution occurs through a two-level process of differentiation. On the one level,
according to Habermas, there is a growing differentiation between the lifeworld and
system aspects of society, a "decoupling of system and lifeworld". Thus, he sees that the
mechanisms of functional integration are increasingly detached from the lifeworld
structures, which need social integration or else congeal into quasi-autonomous
subsystems of economic and administrative activity. On the other, he argues that there is
a progressive differentiation within the dimensions of a lifeworld and a system
themselves. He further maintains that these two levels do not simply lie parallel to one
another, they are interconnected. Thus, he argues, the systemic mechanisms have to be
anchored in the lifeworld, that is, institutionalized. This institutionalization, according to
Habermas, is a necessary condition of system integration, that is, of formally organised
subsystems of purposive-rational economic and administrative action, which need to be
rationalized in the lifeworld. It is this hypothesis which needs pragmatic reification. In
other words, how a particular (micro) organisation is balancing its functional
interconnection with the 'lifeworld’ per se, needs pragmatic corroboration.

It is worth mentioning that Habermas (elsewhere) is careful in considering the situation
where 'collective bargaining' is present. It seems he wants to advance more insights in
the area where such bargaining situations do not exist at all in the occidental societies;
including the area of 'juridification’' (as cited several times about German Law). This
automatically raise a question as to 'how can one adapt Habermas's critical framework in
an organizational analysis, where there may exist a strong bargaining situation (for at
least resource allocation purposes). At the same time, it can be argued that even if such a
bargaining situation did exist, it cannot be claimed that the 'lifeworld' that is surrounded
by the locale (the researched organisation) is totally rationalised in Habermasian sense.

If we consider Habermas's thesis of the relations between the 'system' and the 'lifeworld’,

and its interrelations; we cannot eschew the fact that the relations between the systems
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and the lifeworld surrounding a particular micro (large) organisation might have the
similar effects at the societal (meta) level. That is, we cannot assume that the locale's
every communicative action is reflecting Habermas's "rationalised lifeworld. This

cannot be reified by normative prescription only, it need pragmatic reification.

According to White [1990], "the kind of reification Habermas wants to illuminate occurs
to the degree that the expansion of systematic integration begins to undermine functions
essential to the reproduction of a rationalised lifeworld. The mediatization of the
lifeworld takes the form of a 'colonisation of the lifeworld' when the systematic media of
money and power begin to displace communicative sociation in core spheres of action
within which the three processes of symbolic reproduction takes place: cultural
transmission, social integration and socialisation. The 'communicative infrastructure' of a
rationalised lifeworld is constituted by understanding-oriented action which create a
rational context for the 'transference of validity' through these three processes. Such a
transfer of rational motivation (in a communicative sense) is only possible . . . when
actors take up a performative attitude toward other subjects and their validity claims.
Actions which is coordinated by money and power, on the other hand, requires only an
objectivating attitude and an orientation for success” [pp.109-110].

In this way "it is the colonization processes of lifeworld reproduction which generates the
peculiar pathologies of advanced capitalism” (White,[1990, p.110]). Some accounting
researchers, especially Broadbent et al. [1990], Laughlin [1990a] and Chua and Degeling
[1990], have already considered this 'colonisation’' issue in theorising and explaining
accounting based intervention. Thus, the proposed research project is intended to further
elaborate Habermas's thesis of colonisation with special reference to a micro-
organisational level. Nevertheless, it will also deal with the questions forwarded by
White [1990, p.110] such as:

(1) Why does Habermas say that communicative sociation 'cannot be
replaced’ by sociation through money and power in central areas of
lifeworld reproduction?

(2) How is the pressure toward colonization linked up with an analysis of
the specific qualities of advanced capitalism?

(3) What exactly does Habermas mean by colonization of the lifeworld?.
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In addition, it is also intended to further explore the processes of how such a thesis of
colonisation can be enhanced (and/or reflected) in understanding and changing the
(management) accounting craft at a practical level, especially in the case of a micro
organisational systems level.

Conclusion:

This paper makes no claim to propose a generalizable case; rather, it is a propaedeutic
paper aimed at understanding and thinking about the critical accounting literature. In an
endeavour to so do, it illuminates some of the characteristics, diversities and nature of the
critical accounting literature.

In addition, a central concern that has been advanced throughout this paper is that
organisational analysis can be seen as a necessary prerequisite of research in accounting.
A reason is that the organisation(s) is (are) at the root of other meaningful yet uncertain
social and political considerations which are essential to an understanding of accounting.

An implicit motivation of this paper can be seen as an initial kick/jolt in an endeavour to
embark on a study in accounting and control systems research arena using 'critical social
theory' as a framework.

In reviewing some previous critical accounting literature the paper suggests that it is not
only Burrell and Morgan's [1979] paradigm of social theory, that provides the necessary
assumptions for perspective choices, but there is a need for a further understanding about
the nature of the context (say in our case organisational culture) in choosing such
perspective(s) and formulating any approach to research in such settings. Thus, a
prescriptive understanding on the nature of (micro) organisational 'culture’ and its
transition processes has been advanced; one which seems to be very useful in
formulating a research approach and choosing perspective(s).

A further argument has been advanced in the form of the question of whether the concept
of organisational change and change in a discipline that is to come can be considered
parallel? This interogation leads to the argument that from, a 'research student
perspective’, the student cannot start his/her major research in a vacuum and needs to
illuminate the existing thought and theories that prevail in the respective discipline or
wing in which the research is being undertaken. And, finally, an example of a (partial)
research proposal is cited following a Habermasian critical approach in order show of

how such an approach be utilised as a framework.
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Figure 1 The Four Paradigm of Social Theory From Burrel and Morgan (1979)
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Figure 3 Habermas's Framework about the Relation Between system and
lifeworld from a systems perspective
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ENDNOTES:

1. That is to name a few: Hopwood [1978, 1979, 1983, 1986], Tinker 1980, Burchell et
al., [1980], Cooper & Sherer [1984], Neimark & Tinker [1986], Chua [1986], Miller and
O'Leary[1987], Cooper [1981], Cooper and Hopper [1987], Laughlin [1987, 1988],
Boland and Pondy [1986], Boland [1990], Covaleski and Dirsmith [1988], Broadbent et
al., [1990].

2. Those in the social sciences who utilize the 'empirical-analytic' method (which is

analogous to the experimental modality of natural sciences) are generally considered as
‘positivists' (and/or logical positivists). The term 'empirical-analytic' method strictly
means empirical modelling a situation for theory testing and this method has been used as
instrument for behavioural analyses or cognitive enquiry and it is what Burrell and
Morgan [1979] classified as 'functionalism’. According to Suppe [1977], a central

_



44

characteristic activity of the positivists' method is "the use of reason in the suggestion and
development of hypotheses and theories and evaluating the knowledge claims by those
who advance such hypotheses and theories" (p.650). In accounting there have been those
who have used the positivists' ontology and epistemology to discover what they believe
to be "a knowable and objective reality” (Chua [1986]). They have included those
working in various areas such as: (1) contingency theory (see Khandwalla [1972], Burns
and Waterhouse [1975], Hayes [1977], Daft and Maclntosh [1978], Kenis [1979],
Merchant {1981}, Brownell [1981]}, Gordon and Narayanan [1984], Govindarajan [1984],
Jones [1985], Brownell and MacInnes [1986], Hirst [1983], Teoh and Lam [1989]; (2)
muti-cue probability learning theories (see Hoskins [1983], Kessler and Ashton [1981],
Harrell [1977], Libby [1975]); (3) efficient capital markets research (see Gonedes
[1974], Beaver and Dukes [1973], Fama [1970], Ball and Brown [1968]); and (4) agency
theory (see Baiman [1982], Zimmerman [1979], Demski and Feltham [1978]).

3. Obviously such dysfunctions are not only a common characteristic in accounting but
also a common feature of most disciplines in social sciences.

4. It is to be mentioned that functionally 'knowing' and ‘acting’ is not a single act. These
are already divorced from positivism which claims that 'knowing' and 'acting' are a single
act, especially at the level of instrumental and communicative action (Habermas [1978,
p.212)).

5. In this sense, one may find some similarity with P. Feyerabend who argue against
'methodism' and 'subject object ideology'. It is to be pointed out that there exist, at least in
one point, dissimilarities between Paul Feyerabend and The Frankfurt Social School,
especially with Habermas in that the former believes that the 'epistemological anarchism'
(Feyerabend [1975, p.168]) is not necessary as a criterion for acceptable knowledge
claim, but for Habermas it is a necessary postulate, otherwise there might be a possibility
of overlapping.

6. The term tangible is used in the literature. However, we prefer the term visible as it
avoids any unneccessary ontological connotations and serve to stand in contradistinction
to invsible.

7. A future research project will focus on how a Habermasian framework would enhance
our understanding about such (yet uncertain) processes.

8. It seems it is a long (rather slow) process to get there, that is, to see Habermas's
‘rationalised lifeworld' or change of 'evolution' in the terminology of Smith [1982] and
Laughlin [ 1990a] or strategic 'reorientation’ change in the terminology of Dent [1990].
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9. In the previous discussion several propositions have been proposed regarding a future
research project. It may be that many more need to be proposed. This suggests that it
might be a reason why critical accounting researchers are amazed at the 'positivistic'
notion of the identification of the problems beforehand. However, the ultimate concern
of the project is to reflect Habermas's theory of 'colonization'. Habermas suggests a
model for societal 'totality', but we will analyse uncertain relationships within a locale.

10. According to Weber, societal rationalisation was identified with growing purposive
rationalisation. But for Habermas such an identification is not necessary. One can,
Habermas argues, open up the question of whether purposive rationalisation is only

possible way of developing that broader potential for the rationalisation of action which
is made available with the culture of modemity. This suggests that Habermas did not
totally reject Weber, as he did not for others such as Marx and Mead.




