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ABSTRACT

Pressures for the harmonisation of accounting practice in Cameroon arose out of
UDEAC Acts which had already been incorporated into Cameroon law and required
all companies in the Anglophone and Francophone provinces of the country to adopt
the OCAM Plan, a variant of the continental European uniform accounting systems.

The aim of this study is threefold: (i) to assess whether or not the
characteristic features of the OCAM Plan are compatible with indigenous cultural
values; (ii) to investigate the implementation problems associated with the OCAM
Plan; and (iii) an inquiry into the factors which affect compliance with the Plan's
extensive mandatory disclosures by domestic and transnational companies.

The research design involved some degree of triangulation - i.e. both
qualitative (case study) and positivist (questionnaire survey) modes of inquiry were
used to study the same problem. The findings of the case studies and questionnaire
survey indicate a broad dichotomy between the accounting values of the Anglophones
on the one hand and those of the Francophones on the other. These results led to the
conclusion that, by and large, the advantages or disadvantages of the OCAM Plan are
not absolute as suggested in the literature. Rather, the way in which individuals of
different backgrounds perceive its pros and cons seems largely dependent on their own
accountiﬁg',sub-culture values.

Overall, the results indicate that the design of the Plan is more positively in
tune with the accounting values of the French/Francophone Cameroonian groups than
those of their Anglo-American/Anglophone Cameroonian counterparts. Whilst this
appears inconsistent with the linkage between accounting and societal values
postulated by Gray (1988) and the cultural determinism models enunciated by
some scholars (e.g. Perera, 1989; Belkaoui, 1990; Belkaoui and Picur, 1991), the
mismatch was explained in terms of some ecological and institutional influences

within a cybernetic paradigm.
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PART ONE

INTRODUCTION: HISTORICAL AND SOCIO-ECONOMIC
BACKGROUND



CHAPTER ONE

INTRODUCTION

Cameroon has often been described as Africa in miniature - see the whole
of Africa in one triangle ... From an accounting point of view, Cameroon
presents three features which make it an important country to know:

- The implementation of the OCAM Accounting Plan;

- The existence of aunique linkage between financial statements, the

DSF disclosures, and a common regulatory framework with the
UDEAC member states;

- The statutory requirement for compulsory revaluation of fixed
assets.

Let us now proceed to a study of some of the unique features of a country
which has important historic, cultural and economic links with France.

Delesalle (1987, p.7) L'Expert Comptable de Demain, France, June
[author's translation).

Cameroon was initially a German colony which subsequently became a League of
Nations (later United Nations) mandated territory under British and French
trusteeships after the First World War, Britain administered Southern Cameroon as an
integrated part of the Nigerian Federation. At the end of the British mandate in 1961,
a plebiscite was held and Anglophone Cameroonians voted overwhelmingly against
the merger with Nigeria and in favour of reunion with French Cameroon which was
already an independent state. Currently, as the only country in Africa which uses both
French and English as official languages and with a strong bilingual heritage, modemn
Cameroon has had to battle with the arduous task of harmonising and integrating the
French and British accounting, educational, legal and administrative systems. These
institutional structures are also the main influences underwriting the different
configurations of accounting systems in Africa.

Accounting harmonisation in Cameroon is a by-product of economic

integration within the Union Douaniére et Economique de l'Afrique Centrale



(UDEAC), and the Organisation Commune Africaine, Malagache et Mauricienne
(OCAM). Accounting regulation and policy making in the UDEAC states is
undertaken on a supranational basis by the UDEAC Management Committee.
Pressures for the harmonisation of accounting and disclosure practices in Cameroon
arose out of UDEAC Acts which were incorporated into Cameroon law and required

all companies to adopt the OCAM Plan, a system of uniform accounting.

1.1 AIMS OF THE STUDY

A comprehensive review of prior studies on uniform accounting systems revealed that
most of the works were largely based on either an historical or a descriptive analytical
approach. As a result, most of the research outcomes could best be described as either
a priori theoretical arguments or hypothetical issues which still need further evaluation
by empirical research.

Another important deficiency of the literature on accounting uniformity in the
case of developing countries is that the bulk of the studies relate mainly to those
countries which were influenced by Britain or the USA. However, an 6verwhelming
majority of African countries and several others in the Middle East, Latin America
and the West Indies are implementing versions of uniform accounting systems. The
existing literature has not done justice to these systems which could have provided
"exemplars" of accounting uniformity in developing countries.

Many trends in the development of accounting and financial reporting in
Francophone Africa, unlike the former British colonies, do not feature considerably
in the works of Anglo-Saxon researchers. Some of the reasons for this relative
neglect, lack of interest or lukewarm attitude could be attributed to linguistic
problems, sparse data, non-familiarity resulting from difficulty of access to

information and the lack of considerable research activity in these countries



themselves. Even the inaugural issue of the new specialist journal, Research in Third
World Accounting, did not venture in this area although it was mentioned in the
Foreword by Parker (1990) that the French (uniform accounting ) model might be
superior to the Anglo-Saxon system as far as developing countries are concerned.

Be that as it may, the principal objective of this project is threefold. Firstly,
an attempt is made to assess whether or not the characteristic features of the OCAM
Accounting Plan, a variant of the continental European uniform systems, are more
compatible with indigenous cultural values than those of the Anglo-Saxon accounting
model. This is important because several writers (e.g. Alhashim and Garner, 1973;
Perera, 1989; Perera and Mathews, 1990; Belkaoui, 1990) have advanced postulates
for localised uniformity in accounting and normative assessments of the circumstances
under which it might be desirable for a country to adopt a system of uniform
accounting. It is therefore necessary to carry out empirical tests in order to determine
whether or not their assertions can be accepted or refuted.

The second objective of the project is an investigation of the implementation
problems associated with the OCAM Plan. This is important because several variants
of the Plan have emerged in many African countries. As such, it is not only essential
to understand the factors which may have inspired the evolution of these variants but
also for potential adopters of the OCAM innovation to understand its merits, demerits
and implementation bottlenecks. This objective is also significant in that, as
economic integration initiatives continue to grow within the UDEAC sub-region, other
countries of different socio-economic, political and linguistic backgrounds may have
to adopt the OCAM Plan. For instance, Equatorial Guinea, a former Spanish colony
has recently gained membership of UDEAC and is ipso facto required to adopt the
OCAM Plan. Furthermore, the African Accounting Council's Systeme Comptable

Africaine de Reférence de Base or SCAR-B harmonisation project is almost entirely



based on the OCAM Plan. The Economic Community of West African States
(ECOWAS) and the Association of Accountancy bodies of West Africa (ABWA)
which are constituted by Francophone and Anglophone countries may also find the
study useful in assessing their accounting harmonisation prospects.

Finally, the third objective of the study is an inquiry into the factors which
affect compliance with the Plan's extensive disclosure recommendations by domestic
and multinational companies. This is important because OCAM disclosure obligations
are more extensive than those required by other documents of its kind around the
world. They are only comparable in scope to the very extensive United Nations
proposals which could not be agreed upon or implemented successfully.

Seven hypotheses concerning the relationships between accounting uniformity,

cultural relativism and corporate information disclosure are developed from the

aforementioned objectives ( see Chapter 7).

1.2 OVERVIEW OF METHODOLOGY AND RESULTS
The research design for this study involves some degree of triangulation - i.e., both
naturalistic (case study) and scientific (questionnaire survey) approaches are used to
study the same problem. The implementation of the OCAM Plan was studied in two
large Cameroonian companies - the Cameroon Development Corporation (CDC) and
the Société Anonyme des Brasseries du Cameroun (SABC) located in the anglophone
and francophone provinces of the country respectively. The case studies utilised a
combination of unobtrusive measures and semi-structured interviews.

It was found that tensions arising from incompatibilities between the design
of the OCAM Plan, intraorganisational power structures, and cultural values of the
CDC constituted a major impediment to the implementation of the OCAM Plan.

There was a general awareness of a clash between conventional accounting principles



and economic concepts in the design of the Plan. There was also some
dissatisfaction with the Plan's production orientation, notions of value added, revenue
recognition and rules for income measurement and asset valuation.

When the opinions of SABC accountants and financial executives were
sought on the same issues, it was noted that most of them found it hard to see the
alleged flaw in OCAM principles. It subsequently became clear that part of the
problem may be attributed to the different conceptual and terminological perspectives
inculcated into practitioners whose training was based on two different accounting
traditions. The relevant issues at stake here are the conceptual and linguistic
ambiguities associated with conventionally accepted accounting terminologies in both
the French and the English languages. For instance, accounting terms such as
"income" and "revenue" are both often translated into French as "produits". However,
it is not common knowledge that these terms are actually based on different concepts
of capital maintenance. It was observed that there are several ‘other important
accounting terms which do not have precise equivalents in the two languages.

The case studies provided ample evidence suggesting that the CDC displayed
higher extents of professionalism and stronger opposition to uniformity than the
SABC. The SABC on the other hand exhibited more affinity for conservatism and
secrecy than the CDC. These results were explained in terms of some ecological and
institutional influences within a cybemnetic paradigm.

Another interesting finding of the case studies is the illusion of uniformity
detected in the operationalisation of the OCAM Plan in Cameroon. This was seen in
terms of the unconstrained flexibility in the design of cost accounting systems, the
choice of measurement rules outwith the framework of the OCAM Plan and the two-

tier reporting tactics adopted by most companies.



The questionnaire survey results were largely consistent with those of the
case studies. There was evidence of a broad dichotomy between the
French/Francophone Cameroonian accounting values on the one hand and those of the
Anglo-American/Anglophone Cameroonians on the other. Whilst this seems
inconsistent with the cultural determinism models which suggest a direct linkage
between societal and accounting values, it was argued that the mismatch might be
explained by the backdrops of French and British colonialism in terms of the
ecological relationships between the accounting environment and the educational,
administrative, legal or other institutional structures which were imposed during the
colonial era. These aspects of Cameroon's colonial legacy may have played an
instrumental role in distorting and swamping the indigenous values of élite

Cameroonians who trained under these systems.

11.3 OUTLINE OF THESIS
This thesis is divided into four parts. Part One provides a general introduction to the
study. Part Two contains two chapters. The first of these (Chapter 3) examines the
evolution of the major accounting models in the industrialised Western nations which
were transmitted to developing countries by colonisation, trade or investments.
Chapter 4 examines the environmental and institutional influences on the development
of accounting in Third World countries and the criteria for evaluating a relevant
accounting system to these countries. Part Three contains two chapters on the OCAM
Accounting Plan. Chapter S describes its structure and main provisions while Chapter
6 provides a holistic appraisal of the Plan and also offers a judgemental classification
of accounting systems in Africa.

Part Four contains five chapters. It begins with Chapter 7 which is concerned

with the definition of the research problem, objectives and hypotheses of this study.



Chapter 8 deals with the research design, its philosophical justification and limitations.
In Chapter 9, the questionnaire design, sampling techniques, results and limitations
of the study are explained. Chapter 10 is entirely devoted to the two case studies.
Finally, Chapter 11 sums up the project, its implications and conclusions, and offers
some suggestions for further research and future revisions of the OCAM Accounting
Plan.

The study attempts to contribute to the accounting literature from two
perspectives. The first relates to the descriptive aspects which offer a critical review
of the development of accounting systems in Africa and accounting regulation and
practice in Cameroon with special reference to the OCAM Plan. A strong and urgent
call for such studies was made by Briston (1984, p.21) thus:

There is far too little research into the objectives of national accounting
systems and the alternative approaches which might be adopted in attaining
those objectives. Although they are often dismissed as merely descriptive,
there is much to commend the preparation of case studies showing how
broader accounting issues, such as the role of accounting in the control of
multinationals, are actually dealt with in various countries. Such research is
unglamorous and very time consuming, but it is surely more useful than

analysing Price Waterhouse data, especially if it uncovers what actually

happens in various parts of the world as opposed to what the local partner
of Price Waterhouse claims to happen.

This dissertation also challenges earlier studies by attempting to dispel the rhetoric
that all extant reporting systems in developing countries are irrelevant and that
governments lack the power to demand the information they need. For instance
Briston (1978, p.116) pointed out that, so far, no developing country has been able
to construct a system of accounting primarily designed to meet its own information
needs. It is demonstrated here that the OCAM Accounting Plan was the first ever
attempt by a group of developing countries to construct (albeit with French technical

assistance) an accounting system primarily designed to meet its own information

needs.



In this regard, the OCAM Accounting Plan has not been accorded the
attention it deserves. To date, only passing references to and superficial reviews of the
Plan have appeared in the literature. More often than not, it has simply been dismissed
as yet another version of the French Plan Comptable imposed without due regard for
local environmental needs. This lack of awareness of developments in Francophone
Africa has persistently misguided the conclusions of most of the studies in this area.
The trend continues unchallenged even in very recent publications. For example,
Cooke and Wallace (1990, pp.89-90) advance as a premise for their hypotheses the
argument that developed countries are likely to have more mandatory disclosure items
than developing countries because the citizens of developing countries would be more
concerned with developing their environment than regulating accounting. From the
implicit causality of this assertion, it is not readily obvious that nearly half of the
countries in Africa were compelled by underdevelopment to commission the OCAM
Accounting Plan project whose disclosure provisions are even more extensive than
those of regulatory bodies in many developed countries. Furthermore, at the time the
OCAM Plan was adopted (1970), the European Community (EC), the Organisation
for Economic Cooperation and Development (OECD) , the International Accounting
Standards Committee (IASC), the United Nations (UN) and the Accounting
Standards Committee (ASC) had not made disclosure recommendations.

Another contribution of this thesis is in terms of the empirical aspects of the
study dealing with cultural relativism and accounting uniformity, and the insights
gained into potential implementation bottlenecks of the OCAM Plan. These could be
useful to potential adopters of the Plan. Most important in this regard is the African

Accounting Council's harmonisation programme which is almost entirely based on the

OCAM Plan (Kinzonzi, 1984, 1986).



CHAPTER TWO

ECONOMIC AND POLITICAL BACKGROUND

Cameroon remains a fascinating country. Its history intersects with that of
three colonial powers, Germany, France, and Britain, as well as with that of
the mandate of the League of Nations and the trusteeship programme of the
United Nations. Moreover, research into the pre-political and proto-
nationalist movements in the territory is only in its infancy. On the economic
side, Cameroon was one of the more highly regarded French territories in
Black Africa, especially after 1945. Yet, because it has always been grouped
by administrators and scholars - with the less prominent territories of
Equatorial Africa, it has not received the attention it deserves especially from
economists and economic historians.

R. Joseph (1977, p.3) Radical Nationalism in Cameroon, published D.Phil
thesis, Oxford University.

This chapter reviews the history of Cameroon, paying particular attention to socio-
economic and political issues. It analyses the different administrative policies pursued
by the French and British colonial regimes and the problems of harmonisation and
national integration which they have created for the post colonial era. Another feature
of the chapter is an analysis (at an introductory stage) of how the political ideologies
of the rling party, at the early years of independence, are intertwined with the
accounting system adopted. A brief introduction to the institutional influences on

accounting harmonisation in Cameroon is also given.

2.1 EARLY HISTORY

In 1472, a group of Portuguese explorers arrived at the West coast of Cameroon. They
caught a variety of tropical crayfish at the estuary of River Wouri which they mistook
for prawns (known as Camaroes in Portuguese). Accordingly, they named the river
Rio dos Camaroes which means "the river of prawns" in Portuguese. The territory

subsequently derived its name in various European permutations: e.g. Cameroes
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(Spanish), Cameroons (English), Kamerun (German), Cameroun (French). Over the
next 300 years, Portuguese, Spanish, English, French, and German traders and slavers
are known to have operated along the coast of Cameroon.

Cameroon has a triangular shape, located in the Gulf of Guinea within the
13°N line of latitude in the north and 8°25'E and 16°20'E lines of longitude at the
base. It has a population of about 12 million inhabitants and a total area of 475 ,442
sq. Kilometres. It is bordered in the north by Chad, west by Nigeria, east by Central
African Republic and Congo and south by Gabon and Equatorial Guinea.

It has aptly been described as "Africa in miniature" from several viewpoints.
For instance, the diversity in its fauna and flora, colonial history, and ethnic groups
mirrors all the major strands across the continent. The indigenous inhabitants of the
territory fall into about four major distinct ethnic groups namely the Bantus (e.g.
Doualas, Bassas, Bakokos, Fangs, Etons), Semi-Bantus (e.g. the Bamilikés, Bamoun
and Tikari tribes), the Kirdis and the Foulbés (which include several moslem groups
of Arab origin). Its population consists of three main religious groupings namely
animists, catholics, and protestants (predominantly Bantus and Semi-Bantus) and
moslems (almost wholly in the north of the country).

Cameroon was colonised by the Germans in 1884. After the 1914-1918 war
it became mandated by the League of Nations to the French and British governments.
France took the Eastern sector while Britain took the Western part of the country then
known as "Cameroon under British administration". Britain administered West
Cameroon as an integrated part of the Nigerian Federation. At the end of the British
mandate in 1961, a plebiscite on the future of West Cameroon was held under United
Nations supervision and Anglophone Cameroonians voted against the merger with
Nigeria. This resulted in the reunification of the two sectors of the country. The

country then adopted the name "Federal Republic of Cameroon" constituted by the
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English speaking state of West Cameroon and the French speaking state of East
Cameroon. Following a referendum held in May 1972, the federal system was
abolished and Cameroon became a United Republic. The name was subsequently

changed to Republic of Cameroon by a Presidential Decree of 1984.

2.2 CAMEROON UNDER BRITISH ADMINISTRATION
Although British colonial administration in Cameroon began in 1916, British firms
had long established trade links along the coastal districts of the country. One
important evidence of this is the naming of a coastal Cameroonian town "Victoria"
in honour of Queen Victoria. Another evidence is the establishment of a British Court
of Equity which continued to operate for a while even under German colonial rule
before it was finally abolished (Joseph, 1977, p.19). For instance, a chairman of the
Court named Samuel Brew is also known to have been an agent of the German firm
of Woermann in Cameroon at the time (Ngoh, 1987, p.12). Further evidence of
British early commercial and trading activity is the development of Pidgin English
which is still widely spoken in the Francophone and Anglophone provinces of
Cameroon.

British administration of Cameroon was heavily influenced by the ideals of
Lord Frederick Lugard, an experienced colonial administrator who first introduced the
idea of Indirect Rule. In 1922, he published a book entitled The Dual Mandate in
British Tropical Africclz which later became the "bible" for British colonial
administrators, politicians and civil servants. Lugard argues in this book that the
colonial authorities have dual obligations to their subjects. The first was to prepare
them morally and materially for self-government while the second was to assure the
development of colonial resources for the outside world. According to Lugard, a

system of indirect rule was the only means of achieving these goals.
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Indirect rule was defined as a system of government where indigenous
traditional rulers were allowed to govern their people according to native customs
under the supervision of the colonial power (Crowder, 1968, pp.168-169). Local chiefs
were allowed to operate native courts and collect taxes. However, the functioning of
higher courts and other institutions of the colony were identical to those in Britain.
This administrative policy did not enhance the economic development of West
Cameroon. Education was largely restricted to the primary level and was intended to
provide clerks, interpreters and temporary civil servants. Cameroonians then had to
travel to Nigeria or Ghana for further education. There was very little infrastructural
development or indigenous entrepreneurial activity. Unlike the case of French

Cameroon, there were no railway lines, good roads and communication facilities.

2.3 CAMEROON UNDER FRENCH ADMINISTRATION

Prior to the Second World War, France (like most of its European counterparts)
viewed its colonies mainly in terms of exploitable economic advantages. However,
following the outbreak of war in 1939 such attitudes began to change. The defeat of
France in 1940 led to the emergence of two schools of thought in French politics with
regard to its colonies. The Free French Movement led by General Charles de Gaulle
held the view that France and her colonies had a common sovereignty, implying that
the defeat of France in August 1940 was not total because her colonies had not been
defeated. The Vichy government, on the other hand, held the view that the defeat of
France implied the defeat of all colonies which were subordinate to Paris. De Gaulle
was determined to preserve France's grandeur by working for the overthrow of pro-
Vichy regimes in French colonies. On August 5th 1940, he entrusted General Leclerc
and Captain Didier de Boislambert with a mission to overthrow the pro-German

French government in Cameroon. Between August 26 1940 and August 27 1940,
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Leclerc attacked and captured administrative buildings in Douala and declared French
Cameroon an integral part of the Free French Movement. Joseph (1977, p.45) notes
that General de Gaulle subsequently chose Cameroon as the first French soil to
receive his footsteps after the defeat of France.

French colonial policy in Cameroon was aimed at the assimilation of Africans
into French culture. The converted Black Frenchmen known as évolués had the right
to benefit from the French legal system whereas the non-assimilated were subject to
a separate and harsher legal regime known as the indigénat. The latter was intended
to distinguish between ordinary subjects who were under the jurisdiction of native
laws and customs and the assimilated citizens with full French civil and political
rights. The indigénat system was characterised by summary punishment and forced
labour known as prestation.

The economic development of Cameroon was guided by the theory of la mise
en valeur (i.e. development by exploiting economic resources). In 1946, the French
National Assembly established a long-term programme for the development and
modernisation of France's overseas territories. This was known as "Fonds
d'Investissement pour le Développement des Territoires d'Outre-Mer (FIDES)".
Joseph (1977, p.107) observes that Cameroon was highly favoured under this
programme in comparison with France's other African territories since it received the
greatest share of the funds. Over 75 percent of the funds were used for infrastructural
development. Due to the massive inflow of French capital and investments, French
Cameroon rapidly became relatively more urbanised and developed than West

Cameroon under British mandate. Mbuagbaw et al (1987, p.97) assess the situation

thus:
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Compared with British Cameroons, the French territory seemed a paradise
of progress to young English-speaking Cameroonians. They saw the building
of ports and railways, fine hard-surfaced roads, large European staffed shops,
hotels, water supplies and electricity. They saw that French settlers ran
plantations and had farms, cooked in restaurants, butchered, and carried on
petty trading. Mineral resources were being exploited by French companies.

The country became highly urbanised in towns like Edea, Yaoundé,
Ebolowa, Dschang, and Foumban.

Mbuagbaw et al (1987, p.98) argue further that while unfavourable comparisons are
easily made with the progress achieved in East (Francophone) Cameroon by the
French, it should be remembered that this progress in many ways depended on
allowing non-Cameroonians to settle, buy land, and exploit the country's resources in
their own interests. They also note that in British Cameroons, the Europeans were
mainly civil servants, priests, and traders, all of whom were only temporarily resident
in the country and did not have long-term personal interests.

However, from the late 1940s, several indigenous intellectuals or élite
Cameroonians produced by the colonial system began to challenge the rule of their
colonial masters. The most prominent nationalist party in Cameroon then was the
Union des Populations du Cameroon (UPC). A published doctoral thesis in political
science at Oxford University by Joseph (1987) is entirely devoted to the nationalist
struggle and agitation for independence by the UPC. Joseph explains that from the
standpoint of the dominant pattern of nationalist politics in French sub-Saharan Africa

at the time, the UPC did all the "wrong" things in that:

It demanded the independence of Cameroun from the one and indivisible Greater France.

It demanded the reunification of Cameroon with the neighbouring colony of the British
Cameroons- i.e with a part of the empire of the chief colonial rivals of the French.

1t continued to view colonialism as based on capitalist exploitation and did not hesitate to
say so.

It had very close links with the French communist party

Finally, it decided to take up arms in a bloody guerilla war against the colonial power when
that power decided, in 1955, to remove it from the political arena.
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Richard Joseph attempted in his thesis to find out why such a party arose in
Cameroon in 1948 and why it persistently engaged in a radical challenge to French
colonial rule despite the intense administrative and military repression to which it was
subjected.

In June 1956, the French Government passed the Loi Cadre (framework
law) which gave greater powers of self government to French overseas territories and
subsequently led to presidential elections and the independence of French Cameroon.
It is believed that this was in response to British plans to grant independence to Ghana
and Nigeria. Although the UPC militants played an instrumental role in speeding up
the timetable for independence, they did not succeed in ensuring that the transfer of
power would be made into their own hands as the party was banned and prevented
from participating in all elections at the time. Some of its leaders went into exile in

Egypt, Guinea and Ghana.

2.4 POST INDEPENDENCE ERA

Cameroon's constitution states that it is secular, democratic and adheres to the
Universal Declaration of Human Rights and to the United Nations Charter. It also
states that the official languages of the nation are French and English. Following
reunification of the country, there was an urgent need for harmonising and integrating
the colonial French and British legal, educational, administrative and accounting
systems. This section will describe some of the attempts made to achieve this goal and

the difficulties encountered.
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Economy and Politics

Since independence, Cameroon has been ruled by two political parties namely the
Cameroon National Union (CNU) under the leadership of President Ahmadou Ahidjo
and the Cameroon People's Democratic Movement (CPDM) under the leadership of
President Paul Biya. Both parties pursued broadly similar political ideologies based
on the doctrine of libéralisme planifié or "planned liberalism" which has direct
implications for economic development policy. Some commentators and critics have
considered this policy as being identical to dirigisme (direction from above) which had
a dominant influence on French politics during the post-war reconstruction period
(Alima, 1977, pp.140-155). Planned liberalism was defined in terms of successive five
year development plans covering the entire economy, a generous investment code
intended to guarantee an open door policy to private investors from any country
except South Africa and constant dialogue between the government and the private
sector. It will be seen later here that a remarkable feature of the design of the OCAM
Accounting Plan is that it is quite consistent with (or supports) the aforementioned
aspects of planned liberalism. For instance, it will be seen in Chaptér 6 that there
is a direct linkage between the disclosures generated by the OCAM Plan and the
package of incentives granted in conformity with the investment code (see Cameroon
investment code in Appendix A).

There is some evidence that the Government's policy of planned liberalism
was working extremely well especially during the period between 1970 and the early
1980s, although other factors may also have contributed to this. Cameroon was
frequently cited as one of Africa's rare economic successes. It maintained one of the
highest economic growth rates in sub-saharan Africa (i.e. a steady economic growth
rate approaching 8%) despite unfavourable conditions evidenced by widespread

stagnation, economic crises and deterioration in living conditions of Black Africa
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throughout this period (Hubbard, 1991, p.303). Successive national budgets were
financed exclusively by national resources. The government authorised increases in
wage rates between 8 and 17 per cent. Special emphasis was given to the importance
of agriculture even after Cameroon became an oil producing country in the mid 1970s.
The country quickly achieved and consolidated its food self-sufficiency to the extent
that foodstuffs became one of its main exports to some neighbouring countries. Many
multinational companies established subsidiaries in the country and Cameroon's
economy became well diversified (by African standards) in the manufacturing,
agricultural and service industries as pointed out by Cantwell (1991, p.194) thus:
... the more important sectoral characteristics of FDI [Foreign Direct
Investment] in Africa can be seen by examining evidence from leading
recipient countries ... Resource based manufacturing FDI predominates in
Cameroon. Agriculture and food processing accounted for 35.3 per cent of
FDI stock (compared to 8.3 per cent in 16 leading non-African LDCs in
1982), wood products were responsible for 14.2 per cent ( as opposed to less
than 1 per cent in the non-African countries), and building materials for a
further 5.2 per cent (UN Economic Commission for Africa, 1981). Foreign
involvement is also relatively important in the metals and textiles sectors,
and significant in chemicals even though in this instance it is (at 9 per cent)
below the Latin American proportion. Within Cameroon itself, foreign firms
are responsible for a high proportion of total equity capital in the sectors that
have been mentioned. Foreign penetration stands at 81 per cent in food

products, 80 per cent in wood products, 48 per cent in building materials, 76
per cent in metals, 73 per cent in textiles and 57 per cent in chemicals.

Some data on annual inward foreign direct investment and the sectoral distribution of
foreign direct capital stock in developing countries collected by Dunning and
Cantwell (1987) which indicate the relative position of Cameroon are shown in

Exhibits 2.1 to3.3.
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Exhibit 2.1

Average annuaiﬂow of inward foreign direct investment,
1974-85 (US $m)

Average  Average _
197¢-78 197983 1984 1985

Developed Areas 15875.9 316822 39845.2 338525
Developing Areas 50432 158162 15500.2 133222
Africa (except S. Africa) 859.8  1410.1 15200 15829

Asia & Pacific (except Japan) 1764.5 3887.2 44926 47203
Latin America & Caribbean 27333 57386 3476.8 40553

Middle East -374.5 46648 58713 | 2828.7
Australasia 60.1 115.5 139.4 135.0
Botswana- 25.9 77.3 62.5 58.9
Burkina Faso = 100.9 2395 N.S.A. NS.A.
Cameroon 22.8 129.5 17.4

Central African chubhc 4.8 9.1 -5:1 Not
Congo 30.2 34.0 34.9

Egypt: 136.3 807.6 728.8 separately
Gabon 75.4 76.9 8.2 available
Ghana 23.5 29 2.1 6.1
Kenya 45.8 69.0 62.5 87.3
Liberia 54.8 42.0 39.0 - N.S.A.
Libya -256.6  -628.0 NS.A. N.S.A.
Malawi . 13.0 69 NS.A. NSA.
Mauritius 33, 14 5.1 8.1
Motocco 70.8 110.4 472 NS.A,
Nigeria 342.7 180.0 272.7 341.2
Senega) 20.5 3.9 N.S.A. ,
Seyche]ljes 55 7.6 5.1 Not
Siertd Leone 11.7 2.3 6.2 o
Tanzaniap N.A. 1.5 NS.A. sepitately
TOgO 150 346 - -N.S.A. availdb]e
Zaire | 83.3 137.3 7.2

Zambia 25.0 42.1 N.S.A.

Zimbabwe 5.2 12.3 9.8

Soutce: J.H. Dunning and J.A. Cantwell, The IRM Directoiy of Staistics of
International Investment and Production, London: Macmilldti; atid
New York: New York University Press 1987; tMF, Balarice of
Payments S{ausucs Yearbook, 1986, Volume 37, Part 2.

Cantwell (1991, p.185)
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Exhibit 2.2 _
. Sectoral distribution of foreign direct capital stock, 1982
(US $ million)

Primary Secondary  Tertiary
Developed Areas 70 165.3 164 374.0 1411275

Developing Areas 26 664.9  63936.7 275445
Africa (except S. Africa) ) 6 697.0 3619.7 2 549.2
Botswana* 310.2 125 - 125
Burkina Faso 192.6 481.6 3491
Cameroon 854 . 718.6 1.6
Central African Republic 47.0 56.6 35.2
Congo 70.6 94.8 165.3
Egypt 2 983.9 105.3 . 3554,
Gabon 736.6 @ -299.2 - 1L
Kenya 714 252.2 175.8
Libera . 633.5 120.4 120.4
Libya 573.6 17.3 - 15.1
Malawi 206.0 123.0 - 46.0
Morocco 80.4 244.7 3]0.6
Tanzania® 17.9 156.9 41.0
Zambia® 69.4 257.5 165.2
Zimbabwe 618.5 679.1 658.9 .
Asia and Pacific (except Japan or : i
M. East) 28899 117513 9 230.1
China 29.3 886.8 853.9
Hong Kong 113.9 1435.3 2778.6
Indonesia 1176.0 2 996.7 472.5
S. Korea 13.8 880.3 T 249.1
Malaysia*® 791.5 41333 1 88s.3
Pakistan 12.7 334.5 - 490.6
Philippines 516.6 9112 . 506.9°
Singapore neg. 1083.3. 11320
Sri Lanka 3.4 89.8 . 131.7-
Taiwan - neg. 881.4 63.7
Thailand 226.7 440.8 665.8
Latin America and Caribbean 13950.6 391064 14 697.4
Argentina 1 825.0 3219.7 17353
Barbados* 39.8 53.3 106.5
Brazil 865.3 '18249.3 2525.4
Chile 770.1 469.5 623.4
Colombia* . 530.3 1051.0 5303
Dominican Republic 61.8 355.9 . 358.0
Ecuador T 49.2 410.2 220.2
Jamaica 176.6 236.2 472.5
Mexico 317.8 | 11308.9 28172
Panama ' 1108.7 506.4 3798.7
Paraguay 38.1 116.5 105.7
Peru 1878.1 494 .4 3235
Trinidad and Tobago 31147 184.4 68.9
Venezuela ‘ 31751 2 450.7 1011.8
Middle East 3 115.6 93927 778.9
Saudi Arabia 3 115.6 9392.7 ‘778.9 ¢
Australasia 11.8 66.6 288.9
Fiji . 11.8 ° 66.6 288.9
TOTAL ' 96 830.2 228 310. 7 168 672.0 -

Note: * Represents authors’ estimate. '

Source: J.H. Dunning and J.A. Cantwell, Tl'ze World Directory. of Imer-
national Investment and Producnon Statistics, London: Macmillan,
and New York: New York University Press, 1987.

Cantwell (1991, pp. 188-189)
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Exhibit 2.3 L o A U
Foreigt MNEs and Indusiridl Developiien! in Africd

Percentage distribulion of foreign direct capital stock, [982.

Primdry Secoiiaary' Tertiary

Developed Areas 18.7 43.7 - 37.6
Developing Areas ' 22.6 54.1 23.3
Africa (except S. Africa) 52.1 28.1 19.8
Bolswand* -92.6 3.7 3.7
Burkiha Faso « 18.8 47.1 34.
Cameroon 10.6 89.2 0.2
Central African Republic 339 40.7 25.4
Congo 21.3 - 28.7 50.0
Egypt o . 86.6 -3.1 10.3
Gabon . 70.0 28.4 16
Kenya 14.3 .50.5 352
Liberia 724 13.8 13.8
Libya ' 94.6 2.9 2.5
Malawi - 54.9 32.8 12.3
Moroceo : 126 - 385 48.9
Tanzanid* 8.3 7.7 19.0
Zambia® 14.1 52.3 33.6
Zimbabwe , 31.6 34.7 33.7
Asia and Pacific (except Japan or . .
M. East) 12.4 49,7 38.7
Chind 1.7 50.1 48.2
Hong Kong 2.6 33.2 64.2
Indonesia ' 25.3 64.5 10.2
© S. Korea C 12 77.0 21.8
Malaysia* 11.7 60.6 21.7
«Pakistan S 39.9 58.6
Philippines . 267 47.1 26.2
Singapore - . ' neg. 489 514
Sri Lanka 1.5 39.9 58.6
Taiwan ' neg. 93.3 6.7
Thailand 17.0 33.1 49.9
Latin America and Caribbean 20.6 57.7 21.7
Argentina | 26.9 475 25.6
Barbados* - ‘ 19.9 26.7 534
Brazil ¢ - 4.0 "84.3 11.7
Chile o Y 41.3 .25.2 335
Coloimbia* . 251 498 25.1
Dominicati Republic 8.0 45.9 - 46.1
Ecdadot- : 7.2 60.4 324
Jamaica " 2 19.9 26.7 534
Mexico - 2.2 783 195
Pandma 20.5 " 9:4 70.1
Paragilay 14.6 - 44.8 40.6
Peru 69.7 18.3 12.0
Trinidad and Tobago 92.5 5.5 2.0

Source: Cantwell (1991, p.190) 21



Exhibit 2.4

Gross National Income Per Capita

SUB-SAHARAN AFRICA
Benly . 320 330 340 340 3% 320 340 350 320 320
Bolswana 780 940 780 850 850 860 1,030 1,200 - -
Burkina Faso 180 180 180 200 200 190 200 20 210 220
Burundl 230 220 230 220 230 230 250 250 240 240
. Cameroon 710 780 850 .. 880 900 930 1,060 1,020 920 800
Cape Verde 330 350 350 360 . 530 550 560 $90 600
Central Afrlcan Republic 380 350 330 350 310 330 330 340 320 320
Chad <170 160 160 170 170 - 160 190 180 160 180
Comoros . - - ' “ . . - " .
Congo, People’s Republic 760 960 1,100 1,610 1,620 1,750 1,630 1.010 - -
Chie d'Ivolre 1,220 1,200 1,130 1,090 1,030 990 1,010 1,040 930 830
Ethiopla 110 110 110 110 110 100 100 100
Gabon . - - - - - - - . -
Gambls, The 420 360 400 410 350 340 320 330 350 360
Ghana 410 410 3%0 “340 320 340 340 340 350 350
Gulnea-Blssau 170 130 160 160 160 170 170 160 170 160
Kenya 420 410 400 390 370 ki 370 3% . 380 400
Lesotho 480 480 49 530 520 - - -
Liberia 660 5% 540 . 470 460 450 450 - 430 “ .
Madagascar 380 370 320 310 300 300 29 280 270 270
Matowl 200 190 180 180 180 180 180 170 170 180
Mali : 260 250. 250 260 250 250 - 240 - 270 270 250
Mauritania 430 430 470 . 430 40 - 420 - 450 470 470 420
Mauritius 1,350 1,160 1,150 1,150 1,180 1210 1,280 1,510 1,770 1,880
Mozambique - 200 200’ 170 150 . 150 120 120 110 120
Nigee T 460 450 460 4s0 450 370 370 390 360 360
Nigeria 1,060 1,170 1160 1,100 990 890 910 840 79 780
Rwanda 220 230 230 240 240 230 230 240 220 210
Sencgal 550 510 49 570 540° 510 510° 510 530 540 -
Scychelles 2,260 2,250 2,090 2,100 - - " - -
Slerra Leone 330 330 350 330 320 320 300 260 270 -
Somalia . 150 140 150 160 140 130 140 130 140 130
Sudon 30 360 350 390 380 360 310 3o 360 330
Swaziland 9%0 950 1,000 840 660 750 - - - -
Tanzanla , 290 270 250 250 240 240 230 240 220 330
Togo 410 430 - 380 360 330 330 320 330 310 319
Uganda ! 150 140 - - - - - - - - -
Zaire ‘3% 380 370 .- 330 320 300 300 290 290 3o
Zsmbla © 680 640 620 - 510 510 490 500 460 |, 460 550
Zimbabwe 700 750 810 - 800 - 780 740 750 690 660 660 .
T Ty i — T
Algerla - 1,970 2,200 2,340 2,320 2,400 2,410 2,480 3,080 3,040 1,840
Egypl, Arab Republic of 480 . 520 520 . 550 570 590 590 570 540 sdo
Jordan : 1,350 1,500 1,49 1,600 1,540 1,580 1,560 1,680 1580 1,460 .
Morocco 8%0 940 870 930 900 910 930 1,020 980, 1,060
Oman 4,810 5420 6840 . 6970 7,410 8,260 8,780 4710 - - -
Syrisa Arab Republic 1,3% 1490 1610 1570 1,530 1,440 1,440 i320 1,160 1340
Tunisla 1,240 1,330 1370 - 1,340 1370 1390 13% 1270 1,310 1,260
Yemen Arab Republic 500 500 520 560 550 550 560 590 580 570
. Yemen, PDR ' - - - “ “ - e e

Source: World Bank (1990, pp.5-9)
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However, owing to a general sharp decline in the world market prices of
Cameroon's exports in the late 1980s, the country began to experience an acute
economic crisis. This in turn stimulated agitations for a return to the multiparty
politics of the early years of independence. Pro-democracy activists and opposition
parties called for the resignation of the president and members of his government. The
opposition parties sponsored campaigns of civil disobedience and ghost towns in order
to compel the government to hold a national conference which would serve as a forum
for debate on the political and economic future of the nation. The ruling CPDM party
has finally announced an early general election to be held in October 1992.

Despite the recent decline in Cameroon's economy and its attendant socio-
political upheavals, the country still maintains one of the highest per-capita incomes
in Black Africa and is still classified by the World Bank as having a "middle income"

status amongst the developing nations (see Exhibit 2.4).

Legal Systems and Business Organisation

The legal system in Cameroon has not yet been harmonised. French law is enforced
in the francophone provinces whereas English law still has jurisdiction in the
anglophone provinces. Agbabiaka (1985, p. 1904) reports that some attempts to
harmonise Cameroon law have been fiercely contested by senior anglophone lawyers
and magistrates who viewed them as unwelcome constraints to their professional

status:

... The ill-concealed animosity between legal practitioners of both the English
and French legal traditions made headline news last month when the former
minister of state in charge of justice, André Ngongang Ouandji, unleashed
an unprecedented attack on [Anglophone] magistrates. ... he found the
situation "disquieting" and warned that the government could no longer
tolerate the situation where some magistrates made it look as if they live "in
a closed circle in contempt of the statutes which govern them and the laws
of the republic."
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Agbabiaka indicated the anglophone magistrates' reaction when he stated further thus

(p. 1904):

... The virulent attack is seen as the preparatory stage. Worried anglophone
legal experts argue that the francophone legal system which the government
now wants to impose on a bilingual and bicultural Cameroon , is not only
subject to manipulation, but holds the accused guilty until he proves himself
innocent. It is in the light of this that the minister's attack should be

interpreted.

Companies in the English speaking provinces of the country are still incorporated
under Chapter 37 of the laws of the Federation of Nigeria and Lagos, 1958 (actually
a re-enacted version of the 1908 British Companies Act.). Business organisation undér
French law in Cameroon may take several forms based on nineteenth century French
commercial law as amended by subsequent Acts of the Management Committee of the
Customs and Economic Union of Central Africa (UDEAC). The most common forms
are the Société Anonyme (public limited company), Société a Responsabilité Limitée
(SARL), Etablissements (sole proprietorships), Société en commandite par actions
(limited partnerships), Société en participation (joint ventures or consortiums), and
Groupement d'intérét économique (a pooling of economic interests).

All public companies incorporated under French law must have a minimum
of seven shareholders whereas private companies should have a minimum of two and
not more than fifty. The minimum number of directors of a Société Anonyme is three.
However, a French private company can be run by a single manager. The English
form of the limited liability company (both public and private) must have a minimum
of two directors. It has no minimum capital requirement and there is no obligation for
all the shares to be subscribed. French public companies do not also have a minimum
capital requirement but there must be at least seven shareholders, each holding a share

with a minimum par value of 5000 CFA francs. The minimum capital for a French
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private company is 250,000 CFA francs. All the shares of a French private company
must be fully paid on formation whereas those of a public company must be at least
25 per cent paid up. The remainder should be paid within five years and before any
increase in capital.

In the anglophone provinces of Cameroon, a company is deemed established
once the Registrar of Companies has received the necessary documents and issued a
certificate of incorporation. In French-speaking Cameroon, a company comes into
existence when the Commercial Court (Registre du Commerce) has issued a certificate
to that effect.

There is a requirement for all public companies to be audited irrespective of
whether they are incorporated under English or French law. All audit reports make
references to Acts of the Management Committee of UDEAC as well as Atrticles
34 and 40 of the French commercial law of 24 July 1867. These laws require the
statutory auditor (commissaire aux comptes) to issue two separate audit reports. The
first report (or general report) is intended to certify the fairness, regularity and
consistency of the financial statements. The second is a special report concerning
contracts between the directors and the company. This report is required to indicate
whether the contracts were approved in advance by the board of directors and should

also point out any significant effects it may have on the company.

Educational Systems

During the colonial era, education in Cameroon was largely developed by christian
missionary organisations. By the middle of the nineteenth century, the English Baptists
had already established schools in the country (Gwei, 1975). They were followed later
by the American presbyterians. When Germany colonised Cameroon, German and

Swiss Basel mission and Catholic schools began operating in the country. Following
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a subsequent change from German to French rule, the German protestant and catholic
missions were replaced by their French counterparts. Roman Catholic Jesuit, Mill Hill
and Holy Ghost fathers undertook extensive missionary and educational activities in
the country. Some statistics provided by Joseph (1977, pp.29-30) indicate that
Cameroon became one of the few countries in sub-saharan Africa with a very high
level of primary education. In 1959, for instance, it was estimated that over 71 per
cent of all children of primary school age attended school.

After gaining independence, this record was consolidated by the government's
policy to allocate the largest proportion of successive national budgets to education.
Education from primary to university level is free in government institutions, and
there are numerous schools, teacher training colleges and university institutions.

The English speaking provinces follow the British system of education at the
primary and secondary levels, leading to the University of London/Cameroon GCE
examinations and other vocational certificates such as the City and Guilds, Royal
Society of Arts, London Chamber of Commerce and so on. The Francophone
provinces follow the French system. However, all tertiary institutions are bilingual in
that students have the right to write their examinations in either English or French
and teachers also have the right to teach in either of the two official languages .

The harmonisation of the school curriculum in Cameroon is generally a
politically sensitive issue, often involving the resolution of tensions between the
cultural perspectives of Anglophones versus those of the Francophones. This may
sometimes have an abrasive impact on public perceptions of national integration. For
instance, in 1983, the minister of national education attempted to convert the GCE
Advanced Level examination into a group-certificate examination similar to the French
baccalauréat whereby only candidates who pass several compulsory subjects would

qualify for an award. These projected reforms were vehemently contested in the
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English-speaking provinces. Anglophone students at Yaoundé University boycotted
classes until the reforms were repealed in a bid to defuse further threats of

demonstration. According to Ngoh (1986, p.329) the anglophone students protested

for the following reasons:

- The French system of education was left untouched.

The syllabuses in the science-oriented [tertiary] institutions were French-oriented and
not British-oriented which made it difficult, if not impossible , for the anglophone
students with the British system of education to succeed in the entrance examinations.

- The minister erred when he implied that the francophones were more bilingual.

They felt that the reforms were a sinister attempt to eradicate the English culture and
assimilate the anglophones. :

- They rejected the implication that the minister of national education should be given
the powers to decide who should or should not be given an academic certificate..

- They felt that the reforms would lead to corruption and favouritism.

Some of the brightest students in Cameroon (especially the francophones) prefer to
pursue further studies at the so called grandes écoles or professional /civil service
schools rather than at universities. These institutions do not award degrees but confer
the right to use some "prestigious" professional designations such as Ingenieur de
genie civil (civil engineer), Administrateur Civil (civil administrator), Inspecteur des
Impéts (tax inspector), Professeur de Lycée (secondary school teacher) and so on.
Admission to these schools is based on competitive public examinations known as
concours. Successful candidates automatically become integrated into the civil service
from the date of passing the examinations and thereby acquire the status of
JSonctionnaire which is the most secure employment that one can obtain in the country.
The salary scales are high, advancements up the scale are automatic over time, and
there are generous fringe benefits and pension schemes. There are many
professional/civil service schools in the country which train various grades of
magistrates, public sector accountants and auditors, court registrars, school teachers,
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agronomists, engineers, technicians, office clerks/secretaries, forestry officers, civil and
municipal administrators, journalists, youth and sports counsellors and so on.

Universities are the only institutions which award academic degrees. The
University of Yaoundé was founded in 1962 by the French government and the
Cameroon government later took over full control of the institution. There are other
University Centres in Bamenda, Buea, Dschang, Douala and Ngaoundéré , and a
Catholic University in Yaoundé.

Recently, some anglophone students and academics have raised complaints
that the bilingual nature of tertiary education in the country is very demanding to the
English speaking students because it is essentially a continuation of the French
secondary school system. This is believed to be the main reason why the minister of
education felt the need for the abortive attempt to harmonise the GCE Advanced
Level examination syllabuses. In view of these problems, the government has recently
announced the creation of two new universities with all the main faculties. One of
these would be entirely based on the English system and is intended for students
wishing to pursue their studies entirely in English. Similarly, the other would be based
solely on the French system. These would be the only non-bilingual tertiary

institutions in the country.

Regional Economic Integration and Accounting Harmonisation

Organisation Commune Africaine, Malagache et Mauricienne (OCAM)

In 1965, the newly independent Francophone African states united to form the
Organisation Commune Africaine, Malagache et Mauricienne (OCAM). The
countries involved were Cameroon, Chad, Central African Republic, Congo, Benin,
Ivory Coast, Senegal, Togo, Upper Volta (Burkina Faso), Mauritania, Niger, Rwanda,

Burundi, Djibouti, Zaire, Dahomey, Mali, Madagascar and Mauritius. The objective
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of OCAM was to promote economic, social and technical cooperation amongst
member states. Its formation was strongly supported by France.

The OCAM states collectively established an airline known as Air Afrique and
also undertook joint technical projects such as the general accounting plan which is
the central issue of this study. In pursuit of a policy of non-alignment (Alima, 1977,
f)p.168-169; Ngoh, 1987, pp.283-289), Cameroon subsequently withdrew from
OCAM, the Franco-African summit and the British Commonwealth (it has recently
applied for re-entry into the Commonwealth). Many other countries withdrew from
OCAM during the 1970s. However, its greatest legacy is the common accounting plan
project which it commissioned in the late 1960s. This will be discussed in detail in

Chapters 5 and 6.

Union Douaniére et Economique de U'Afrique Centrale (UDEAC)

UDEAC is the Central African Customs and Economic Union. It was initially known
as the Union Douaniére Equatoriale in 1959 when it was formed (Robson, 1978; UN,
1974). Currently, it is constituted by Cameroon, Gabon, Central African Republic,
Chad , Congo and Equatorial Guinea. These countries have a 6ommon currency and
central bank - the Banque des Etats de I'Afrique Centrale which controls the issuance
of currency and regulates the participation of member states in the franc zone. The
CFA (Communauté Financiére Africaine) franc is the currency used in the franc zone
in Africa. This currency is pegged to the French franc and has maintained a fixed
exchange rate of 50 CFA francs to 1 French franc since 1948. Recently, there has
been some speculation on the fate of the CFA franc especially in the face of monetary
reforms within the European Community with initiatives for a common currency and
central bank already on the way. Pressure for its devaluation is building up with

greater European unity. Some bankers claim that it is overvalued, others argue that it

29



should be pegged to the ECU rather than the French franc. The French government,
however, has declared its intention to continue to support the currency (The
Economist, 1990, p.86). The countries using the CFA franc enjoy its unlimited and
guaranteed convertibility. Unlike many other African states, these countries have also
consistently experienced relatively low rates of inflation and some spectacular spurts
of growth (Lane, 1990, p.13).

Agbor-Tabi (1984) [cited in De Lancey (1986)] and Boughton (1992, p.36)
note that there is very little trade between the UDEAC member states which are
mainly producers of raw material for European economies. De Lancey (1986) observes
that Cameroon is the dominant power in the Union and that its growing industrial,
commercial and banking sectors are becoming the major focus of development for the
region. France has largely supported infrastructural development - roads, railways, port
facilities etc. which could enhance trade between member states and benefit French
investments in the region. It was also noted that some of the big six accounting firms
use their main office in Douala, the economic capital of Cameroon, to serve their
clients in the entire UDEAC region. This is facilitated by the common accounting
system and regulatory framework which prevail in the member states.

Exhibit 2.1 shows the organisational structure of UDEAC. The Council of
Heads of State is the supreme organ. It meets once a year and is presided over in
rotation by one of the Heads of State. The ministers and technical experts assist the
Heads of State and the Secretary General in the decision making process. The
Management Committee comprises the Ministers of Finance or their representatives
and is advised by a Committee of Experts. The latter normally meets for 7 to 10 days
before the Management Committee to prepare the meeting of the .ministers and to
propose recommendations for their consideration. The Secretary General of UDEAC

is the Secretary of the Council of Heads of State and of the Management Committee.
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He is also the chief administrative officer of the Union with powers to appoint and
dismiss staff,

The UDEAC Management Committee is responsible for regional accounting
harmonisation. For instance, according to Article 2 of Act No. 4/70-UDEAC-133,
no person shall bear the title of licensed accountant or exercise such profession
without the approval of the UDEAC Management Committee. Another example is
Article 22 of Acct No. 4/70-UDEAC-133 of 27 November 1970 which requires the
compulsory adoption of the OCAM Accounting Plan by all companies. Other UDEAC
Acts stipulate accounting and auditing regulations. In addition, there is a regional
code for foreign direct investment by multinational companies coming into the region

(UN, 1988, p.343; Letenou, 1988, pp. 28-29).
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Exhibit 2:5
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2.5 CONCLUSIONS

This chapter has reviewed the history of Cameroon with special emphasis on socio-
economic and political issues. It was shown that the colonial masters created an
enlightened or ¢lite class of Cameroonians through education and cultural changes
who subsequently challenged their right to rule and began to develop the spirit of
nationalism which played an important role in speeding up the timetable for
independence.

The intertwining of political ideologies, economic development policies and
accounting systems of the post independence era was brought to bear at an
introductory  stage here. The sensitive nature and political dimensions of
harmonisation in the contexts of educational and legal systems were also highlighted.
Their implications for the harmonisation of accounting and disclosure practices in
Cameroon and related issues arising thereof will be considered in more depth in the

subsequent chapters of this thesis.
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PART TWO

INFLUENCES ON THE DEVELOPMENT OF
ACCOUNTING SYSTEMS IN DEVELOPED AND
DEVELOPING COUNTRIES



CHAPTER THREE

CULTURAL INFLUENCE AND THE EVOLUTION
OF ACCOUNTING IN THE INDUSTRIALISED
WESTERN COUNTRIES

This chapter reviews some important studies of environmental factors which have
influenced the development of national accounting systems in the major industrialised
Western countries. A theoretical assessment of the extent to which cultural influence
is a prime determinant of national accounting systems is also provided. This is of
interest to the present study because accounting systems in developing countries are
largely replicas or variants of the major Western models. Thus an understanding of
the nature of the factors which have shaped the development of accounting in the
major industrialised countries may have important implications for accounting
harmonisation amongst African countries in general and within Cameroon in
particular. In this regard, special attention will be given to the contrasts between the
French and British accounting models which are the dominant systems in Africa. This

was observed by Forrester (1983a) thus:

.Jarge differences in accounting systems may now be found between the
French and British systems in Africa as in Europe. The problem of
collaboration are faced by an African Accounting Council ... It seeks to bring

together accountants and officials from French, English and Arab-speaking
countries,

This point was also made explicitly by the Secretary General of the African
Accounting Council when he explained that the major strategic problem facing his

organisation is the prospect for harmonisation of the French and British accounting

systems (Kinzonzi, 1986).
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31 OPERATIONALISING SOCIETAL AND ACCOUNTING CULTURE
CONCEPTS

"Culture" is a very difficult term to define comprehensively. Kroeber and Kluckuhn
(1952) advanced over one hundred and sixty four definitions of culture. Neghandhi
(1983) concluded after reviewing the recent literature and over thirty six articles
submitted for publication in a specially commissioned issue of the Journal of
International Business Studies that "culture" defies every conceivable single all
purpose definition.

On many occasions, "cross cultural" management researchers tend to attribute
unexplained relationships to cultural factors/differences. However, the nature of such
cultural factors or differences are hardly specified in precise terms. This means that,
in effect, they are considering "culture" as a residual variable responsible for
unexplained variations rather than as an independent variable.

In view of this problem, Adler (1983) concluded that there is no such thing
as cross cultural study and that most of the so-called cross cultural studies are at
best cross national in nature. Adler's argument was that, if we delve exclusively into
a detailed study of manifestations of culture, say at the level of an individual
(micro-level study), we might miss out some broad and more structured relationships
which could be extrapolated at the macro-level. Thus researchers who adopt this
extreme position of "culture-uniqueness” may not appropriately describe their work
as cross-cultural studies.

On the other hand, researchers who adopt the other extreme position of a
macro-level or  "culture general" approach are in danger of missing out many

important unique aspects of the phenomenon being studied (i.e. at the micro-level -

see Exhibit 3.1).
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Exhibit 3.1

Differentiating "Unique" and "Universal” Approaches to Research involving Culture

Terms Denoting
Cultural Uniqueness

Terms Denoting
Universality

Culturally Specific

Emic: Sounds which are specific to a
particular language

Particular

Idiographic: Descriptive of the uniqueness
an individual

Polycentric: Cultures must be understood in
their own terms

Within culture: Studies behaviour from within the

culture to discover whatever structure it might have
Both the antecedents and the consequences of the
behavior are found within the culture.

observation

Culture contingent. The studied behavior is dependent
on the particular culture in which it is embedded.

Differences emphasised
Universality denied

Unique

Source:
International Business Studies, Fall, p.36.
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Culturally General

Etic: Sounds which are similar
in all languages

Universal

Nomothetic. Laws describing of
groups of individuals

Geocentric: Search for universal
pancultural laws of human
behavior

Across cultures: Emphasizes the
.most general description of social
phenomena with concepts that are
culture free. Structure of

is created by the scientists.

Culturally independent: The
studied behavior is not related
to or influenced by the particular
culture in which it isembedded.

Similarities emphasised

Similarity emphasized

Pancultural

Journal of



Given the above dilemma, several studies of cultural values have adopted the macro-
level approach. Hofstede's study of manifestations of societal values at national levels
is a good example. It appears to possess powerful analytic potentials because it
introduces a systematic terminology which can be used to describe some otherwise
very abstract and unstructured dimensions of work related values at the national level.
Further work by Soeters and Schreuder (1988) and Schreuder (1987) have indicated
that the concept of culture can be operationalised using Hofstede's analytical
framework in different environmental settings and contexts

Hofstede (1980, p.5) defined culture as the collective programming of the
mind which distinguishes the members of one human group from another. It can be
considered at several levels e.g. family, clan, occupational, organisational, national and
so on. In order to operationalise the concept from a "macro" point of view, some
researchers have found it necessary to make a distinction between culture and sub-
culture. In this regard, the term culture relates to entire societies or nations whereas
sub-culture is reserved for constituent dimensions such as family, profession or
organisation. Two specific dimensions namely "societal" and "accounting" sub-culture
values will be considered here following Hofstede (1980, 1984) and Gray (1988).

Hofstede studied manifestations of national culture in terms of work related
values of employees of a large multinational company. The initial study involved the
forty largest subsidiaries of the company while a later study covered over fifty
subsidiaries around the world. Hofstede administered a questionnaire which contained
fifty two value statements. Factor analysis statistical techniques were subsequently
applied to the data, leading to the identification of four main patterns. By drawing on
the psychology and sociology literature, he used his theoretical judgement to label

these as four value dimensions of national culture namely: power distance, uncertainty
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avoidance, individualism and masculinity. These were defined as follows by Hofstede
(1984):
1. Individualism versus Collectivism

Individualism stands for a preference for a loosely knit social framework in society wherein
individuals are supposed to take care of themselves and their immediate families only. Its
opposite, Collectivism stands for a preference for a tightly knit social framework in which
individuals can expect their relatives, clan, or other in-group to look after them in exchange
for unquestioning loyalty (it will be clear that the word "collectivism is not used to describe
a particular political system). The fundamental issue addressed by this dimension is the degree
of interdependence a society maintains among individuals. It relates to people's self-concept:
IIIII or "We“.

2. Large versus Small Power Distance

Power Distance is the extent that the members of a society accept that power in institutions
and organisations is distributed unequally. This affects the behaviour of the less powerful as
well as of the more powerful members of society. People in Large Power Distance societies
accept a hierarchical order in which everybody has a place which needs no further justification.
People in Small Power Distance societies strive for power equalisation and demand
justification for power inequalities. The fundamental issue addressed by this dimension is how
a society handles inequalities among people when they occur. This has obvious consequences
for the way people build their institutions and organisations.

3. Strong versus Weak Uncertainty Avoidance

Uncertainty Avoidance is the degree to which members of a society feel uncomfortable with
uncertainty and ambiguity. This feeling leads them to beliefs promising certainty and to
maintaining institutions protecting conformity. Strong Uncertainty Avoidance societies maintain
rigid codes of belief and behaviour and are intolerant towards deviant persons and ideas. Weak
Uncertainty Avoidance societies maintain a more relaxed atmosphere in which practice counts
more than principles and deviance is more easily tolerated. The fundamental issue addressed
by this dimension is how a society reacts on the fact that time only runs one way and that the
future is unknown: whether it tries to control the future or to let it happen. Like Power
Distance, Uncertainty Avoidance has consequences for the way people build their institutions
and organisations.

4. Masculinity versus Feminity

Masculinity stands for a preference in society for achievement, heroism, assertiveness, and
material success. Its opposite, Feminity, stands for a preference for relationships, modesty,
caring for the weak, and the quality of life. The fundamental issue addressed by this dimension
is the way in which a society allocates social (as opposed to biological) roles to the sexes.
Hofstede also showed how countries can be grouped into culture areas on the basis
of their scores (see Exhibit 3.2) on these societal values using cluster analysis together

with other geographical and historical factors. The main culture areas identified are

shown in Exhibit 3.3.
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Exhibit 32

value of the four incices for fifty countries
(with tank numbers) and three regions.

Power Uncerlainly
_ Abbrev- Individualism dislance yvoidance Masculinity
Counlry ialion
Index Rank Index Rank Index Rank Index Rank
(lov) {PDI) (VA {MAS)
Argenina ARG 46 20-29 49 18-19 86 3641 S8 30-41
Auslralia AUL 20 49 36 13 51 17 &t as
Auslria © O AUT 55 I v 10 2627 19 9
Belgium BEL 75 43 65 33 94 4546 54 29
Brazil BAA 38 25 69 39 76 29-30 49 25
Canada CAN 60 4647 39 15 48 12-13 82 2d
Chile CHL 23 15 63 29-30- 66 36~41 28- ]
Colombia - coL 13 s 67 36 30 I 64 3940
Cosla Rica cos 15 8 35 10~12 86 3641 21 5~ 6
Denmark DEN 74 42 10 3 23 3 16 4
Equador EOA B 2 78 43-44 67 24 63 37-38
Finland FIN 63 34 33 8 59 20-21 26 7
France ERA 71 40-41 68 37-38 86 36-41 43 17-18
Germany (F.R) - GER 67 36 35 10-12 65 23 66 4142
Grea! Britain feysl:] 89 - . 48 35 10-12 35 6- 7 66 4142
Greece GRE 3s 22 80 26-27 112 50 57 32-33
Guatemala GUA 6 i 85 4843 10} 48 37 Lk
Hong Kong HOK 25 16 8 37-38 29  4-5 87 32-33
Indonesia IDO 14 G- 7 78 43-14 48 12-13 46 29
India IND 4B 30 77 12 40 8 56 30-31
Iran InA 41 27 50 24-25 59 20-21 43 17-18
lreland INE 70 39 20 5 -35 6-—- 7 68 4344
Israel 1SR 54 32 13 2 B1 32 a7 23
Raly ITA .78 44 $0 20 75 20 70 4647
Jamaica JAM 39 26 45 17 13 2 63 4344
Japan JeN 46 28-29 54 21 92 14 95 50
. Korea (S] KOR 18 it 60 26-27 85 34-35 39 13
Malaysia MAL 26 i7 104 50 36 6 50 26-27
Mexico MEX 30 20 8t 4546 g2 33 69 45
Netherlands NET 80 4647 38 4 53 i8 i4 3
Norway NOR 69 8 3 5-7 50 16 8 2
New Zealand NZL 79 5 22 4 49 {4-15 58 a4
Pakistan _PAK 14 & 7 55 22 70 26-27 S0 26-27 "
Panama PAN 11 3 85 4849 86  -36-4t 44 id
Peru PEAR 16 ¢} 64 31-32 87 42 42 15-16
Philippines PHI 32 - 2 g4 47 a4 10 64 39-40
Portugal POR 27 18-19 63 29-30 104 4 I 9
South Alrica SAF 65 35 49  18-1g 49 14-15 63 37-38
Salvador sal 19 12 66 34-35 94 45-46 40 14
Singapore SIN 20 13-14 74 40 8 1 48 24
Spain " SPA 51 3t 57 23 86 J6-41 42 {s-1s
Sweden SWE 7t 40-41 3t 67 29 - 5 5 1
Switzerfand swi 6G 37 34 g S8 19 70 4647
Taiwan ™™ 17 10 58 24-25 69 25 45 20-21
Thailand THA 20 13-14 64 31-32 64 22 34 10
Turkey TUR 37 24 &G 34-35 85 3¢-35 45 20-3{
Ursguay uRY 36 23 6! 28 100 41 38 12
USA. . usa g1 50 <n 16 . 46 it &2 36
Venezuala VEN 12 4 a1 45-46 - 76 29-30 13 40 .
Yugoslavia YUG 27 18-19 76 a, 8 - 43 21 56
Regions: . )
East Alrica 1) EAF 27 (18-19) 64 (31-321 sz (17-1g) A (14-1s)
Wesl Alrica 2) WAF 20 (13-14} 77 ( 4} s4  (i8-19) 46 22)
Arab Cirs. 3) ARA 3 { 29) 80 ' (44-45) 68  (24-25) 53  (28-29)

1) Ethiopia. Kenya, Tanzania, Zambia
2} Ghana, Nigeria, Sierca Leone
3) Egypl. iraq. Kuwail. Lebanon, Lybia, Saudi-Arabia. U.AE.

Source: Hofstede, G (1984), "Cultural Dimensions in Management and Planning",
Asia Pacific Journal of Management, Januaty
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Exhibit 3.3

Hoftede's Culture Areas
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Colombia
Ecuador
Mexico
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Iran
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Anglo
Australia
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UK

USA

South Africa
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In recent years, several writers have recognised the idea that societal norms and values
play a vital role in determining the nature of accounting and financial reporting
systems (e.g. Hopwood, 1983; Hofstede, 1987; McComb, 1979; Belkaoui, 1990;
Samuels and Oliga, 1982; Harrison and McKinnon, 1986). However, the first ever
international classification of accounting systems based on cultural influences was
proposed by Gray (1985, 1988). This relied on the argument that if societal values
determine the nature of national accounting systems, then one would expect the
societal value dimensions identified by Hofstede to have a direct impact on accounting
as illustrated in Exhibit 3.4. Gray identified the following accounting values which

were considered to determine the nature of national accounting systems:

1. Professionalism versus Statutory Control

A preference for the exercise of individual professional judgement and the maintenance of

professional self-regulation as opposed to compliance with prescriptive legal requirements and
statutory control.

2. Uniformity versus Flexibility

A preference for the enforcement of uniform accounting practices between companies and for

the consistent use of such practices over time as opposed to flexibility in accordance with
circumstances of individual companies.

3. Conservatism versus Optimism

A preference for a cautious approach to measurement so as to cope with the uncertainty of
future events as opposed to a more optimistic laissez-faire risk taking approach.

4. Secrecy versus Transparency

A preference for confidentiality and the restriction of disclosure of information about the
business to those who are closely involved with its management and financing as opposed to
a more transparent, open and publicly accountable approach.
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Exhibit 3.4

Sacietal Values and the Accounting Sub-Culture

Societal Values

Power Distance
Uncertainty Avoidance
Individualism
Masculinity

Accounting Values

Professionalism
Uniformity
Conservatism
Secrecy

Accounting Systems

Authority and Application
Measurement
Information Disclosure

Source: Gray (1885) Cultural Influences and the International Classification of Accounting
Systems, Paper presented at EIASM Workshop on Accounting and Culture, Amsterdam,
June, p.35.
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However, the issue is not as simplistic as the diagram may imply. In reality, a
complex interaction between external and ecological factors may also be involved as
illustrated in Exhibit 3.5. This diagram was actually adapted from Hofstede (1980) by
Gray (1988). It suggests that, ceteris paribus, there should be a close match between
national accounting systems and the cultural values which shaped their development.
Should any cases of mismatch arise, then these might be attributed to external or
ecological influences which impact on the accounting values and institutional settings
(legal, educational, business, religious etc.). The resultant interplay of these influences
determines the nature of national accounting systems.

The external/ecological influences appear to exert pressures geared towards
the reinforcement and stabilisation of the system to restore a new dynamic
equilibrium position. Thus, in effect, the diagram is suggesting that accounting
systems are constantly undergoing changes which are commensurate with

corresponding changes in their environments which may be either endogenous or

exogenous.



Exhibit 3.5

CULTURE, SOCIETAL VALUES AND THE ACCOUNTING SUB-CULTURE

External

influences

Forces of nature

Trade

Investment-

Conquest

\/
Ecological /~1 Societal [nstitutionul
nifiuences vulues consequences
\_ Legal system
Corporate ownership
Capital markets
Gceographic Professional associalions
Economic Education
Demographic _ Religion
Gencelic/Hygicnic
Historical
Technological N _Ne
Urbanisation Accounting ﬂ Accounting
: N values 1 systems A4
Sounce: Gray (1999). N
N~

Reinforcement
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In the case of developing countries, the changes may be rapid given their very fragile
social, economic and political environments. The environmental factors influencing
accounting in developing countries are more fluid and dynamic than is the case with
the major industrialised countries where the environment is generally more stable
(Samuels and Oliga, 1982; Samuels and Piper, 1985).

This point is also supported by the study by Gray (1985, 1988) which
matched culture areas and accounting clusters and revealed a strong correlation
between the Nobes (1983) classification of accounting systems in the major
industrialised Western nations and Hofstede's culture areas. However, he did not find
a close match between Hofstede's culture areas and the accounting clusters identified
by Nair and Frank (1980) which included many developing countries with highly
volatile social, economic and political environments.

The external influences described as forces of nature, trade, -investment or
conquest may take the form of colonisation, neo-colonialism, imperialism, massive
inflow of external capital, foreign direct investment and other activities of
multinational companies.

The ecological influences described as geographical, economic or historical
may take the form of regional quests for economic integration facilitated by
geographical proximity. Such ecological pressures appear to have motivated European
Community countries to embark on accounting harmonisation programmes. Similar
motives have pulled together the member states of OCAM/UDEAC, ECOWAS
(ABWA) and the AAC despite their diverse colonial, linguistic, social, economic,
political and cultural backgrounds as they all strive towards the ultimate goal of

economic integration.
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3.2 CULTURE AND ACCOUNTING CLUSTERS

International accounting research efforts can be classified broadly into two major
groups depending on the methodologies employed (i.e. the inductive and the deductive
approaches). The deductive approach involves identification of relevant environmental
factors and the establishment of links between these environmental factors and
national accounting systems. Important examples of research studies in this mode are
Mueller (1967, 1968) and Nobes (1983, 1984).

In the inductive approach, accounting practices are analysed in order to
identify patterns in terms of a variety of economic, political, social and cultural
factors. Factor analysis is a popular statistical technique used by researchers working
in this mode (e.g. Frank, 1979; Nair and Frank, 1980). The pioneering study in this
area is the Mueller (1967) classification. Mueller identified four major patterns which
exhibits distinct trends in accounting development in the industrialised Western
nations with market oriented economies. These were the macroeconomic pattern,
microeconomic pattern, independent discipline and uniform accounting approaches..

Within the macroeconomic framework, it is considered that the major
objective of accounting is to facilitate national economic policy decision making and
planning. Hence there is a strong emphasis on issues such as value added reporting,
tax and social responsibility accounting. Mueller suggests Sweden as a good example
in this category.

The microeconomic approach views accounting as a branch of business
economics. In this case, microeconomic theories of the firm are considered to have
motivated accounting theorists to seek ways of reflecting economic reality in income
measurement and asset valuation. Thus, sophisticated developments such as

replacement cost accounting are well received under this system. The Netherlands is

a suggested example.
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The independent discipline approach favours the development of accounting
largely in a business context, independent of government interference or economic
theories. It fosters the formulation of ad hoc pragmatic solutions to business problems
as they emerge in practice. Accounting rules are derived from business practice as
new accounting standards are frequently postulated to address new practical problems
as they arise. Examples of countries with such systems are Britain and the USA.

Finally, the uniform accounting approach has flourished in countries where
accounting is thought of as a scientific administrative device in the sense that it has
been used as a tool for national economic planning, fiscal control, performance
evaluation and supervision of the activities of enterprises by the state. Such systems
prescribe standardised definitions of terminology, measurement and presentation
formats. France is suggested as a classic example since it has been operating a
uniform chart of accounts for many years.

Mueller (1968) proposed yet another classification framework, this time of the
business environments which he grouped into: (i) Stages of economic development,
(ii) Shades of political persuasion and (iii) Reliance on a particular system of law.
Both Mueller classifications did not make explicit reference to cultural factors
although it is recognised that these may well have been subsumed in the broad range
of environmental factors identified.

Nobes (1983) adapted and developed Mueller's pioneering classification. His
prime objective was to build on the existing classification research studies by
attempting to remedy some of their shortcomings. Nobes proposes a classification
framework which introduces hierarchical integrity, thereby allowing more pronounced

discrimination and subtlety amongst the accounting systems and countries as shown

in Exhibit 3.6.
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Exhibit 3.6
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A fundamental distinction between microeconomic and macroeconomic systems is
imposed in a typical biological fashion at the class level. Further distinctions are
identified at the sub-class, family and species levels. As a further development,
statistical tests of this classification framework was carried out using the Price
Waterhouse survey data by Nobes and Matatko (1980). The results provided support
for two broad groupings (i.e. "micro" and "macro" based systems). It was also
observed that some countries (e.g. France and Germany) could reasonably be
classified under both "tax" and "law" based systems which as a result, impairs its
discriminatory power at the species level.

The study by Nair and Frank (1980) is one of the most important works which
utilises the inductive approach. Nair and Frank applied factor analysis techniques to
the Price Waterhouse survey data and identified five major country groupings (see
Exhibit 3.7) when only measurement practices were considered. Following the Seidler
(1967) subjective classification where some spheres of influence were identified, they
named the five groupings as British Commonwealth, Latin American, Northern and
Central European, United States and Chile (a group with only one country) models.
The country groupings subsequently increased to seven as shown in Exhibit 3.8 when
disclosure practices were considered.

Accordingly, there was no evidence in the Nair and Frank study in support
of the assertion that cultural and economic variables might be more closely associated
with disclosure practices and trading variables more closely associated with
measurement practices. However, it could be that, by assuming that official languages
are proxies for culture, Nair and Frank were taking a very crude or simplistic
operational definition of the concept. As Gray (1988, p.4) observes, the use of

language as a proxy for culture is in itself questionable and no justification for this

was given.
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Exhibit 3.7

The Nair and Frank Country Groupings based on Measurement Practices
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Exhibit 3.8

The Nair and Frank Country Groupings based on Disclosure
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Gray (1985) demonstrated that the Nobes classification displays a broadly consistent
match with Hofstede's culture areas. The grouping of Germany and Japan, and the
separation of the Netherlands from Sweden were the few inconsistent cases detected.

In the case of the Nair and Frank classification, the test for correlation with
culture areas yielded mixed results (see Gray, 1985, pp.29-32). It was found that the
Nair and Frank measurement based classification shows some consistency with
Hofstede's culture clusters for the British Commonwealth and USA models. However,
conspicuous cases of mismatch will obviously include the classification of Malaysia
and Singapore (UK model) as well as the Philippines and Mexico (US model).
Certainly, Malaysian cultural values are widely at variance with those of the UK. This
mismatch might best be explained by colonial or other external influences (e.g. trade,
and foreign direct investments). It reflects the highly dynamic and relatively fluid
state of the business environment in developing countries as opposed to the more
stable environments of the major industrialised countries. Similar arguments may
explain the mismatch in the classification of Singapore in the UK model and the
Philippines in the US model.

The diversity in the Nair and Frank disclosure based classification renders it
inconsistent with Hofstede's culture clusters as no meaningful correlations or patterns
are identifiable. Gray (1985, p.10) notes that these results may serve to reinforce
doubts about the reliability of both the data and methods of empirical analysis
employed by Nair and Frank (1980). Some of these shortcomings were explained by
Nobes (1985) and include poor questionnaire design and survey techniques used in
the Price Waterhouse study.

Summing up, one may note that , of the two research modes employed in
international accounting classification research, the deductive category purports to

establish relatively more stable relationships. After all, most of the studies (e.g. Nobes,
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1983; Mueller, 1967) are actually classifications of accounting environments (or
factors which influence their development) in the industrialised Western countries. In
contrast, studies based on the inductive category are largely concemned with
classifications of actual accounting systems in both developed and developing
countries. Developing countries are by definition striving for the improvement of their
socio-political and economic status. Hence their accounting environments are relatively
more transitional and fluid as they are susceptible to dramatic changes dictated by (or
in response to) political, social or other environmental changes (Samuels and Oliga,
1982, p.84). Most developing countries do not have indigenous accounting systems.
Whatever accounting systems that may prevail in these countries were imposed during
the colonial era. Multinational companies have in many cases exported both alien
accountants and accounting systems to these countries. Foreign capital markets and
investors have insisted on compliance with their own domestic accounting regulatory
(including disclosure) standards. While these factors affect both developed and
developing countries alike, the changes in the latter countries are more rapid than in
the developed Western world.

It is important to assess the relationship between accounting and culture before
proceeding to evaluate its implications. Beginning with professionalism, one may note
that, according to the cultural determinism models, this accounting value dimension
varies from country to country as the societal values determine. This point can be
illustrated by considering the case of Britain/USA on the one hand and France or
more generally, continental Europe on the other.

Accountants in Britain and the USA have a long history of professional self-
regulation and have traditionally enjoyed a much wider scope for exercising their own
independent professional judgements than their counterparts in continental Europe. As

explained earlier, accounting has taken an independent discipline approach in Britain
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and the USA. Accounting standards are issued on an ad hoc basis by the profession
in response to new problems that arise in practice. This is in contrast to the
macroeconomic and uniform accounting approaches in continental Europe. In France,
for example, the detail of the commercial law and the strong grip of the Plan
Comptable clearly spell out "what should" or "what shouldn't" be done (Kerviller and
Standish, 1988). Such rigid prescriptions tend to reduce uncertainty and ambiguity in
asset valuation and income measurement procedures.

Unlike Britain and the USA, French accounting thought appears consistent
with a fervent desire for uncertainty avoidance. In contrast, the British "true and fair
view" doctrine is a reflection of high professionalism and weak uncertainty avoidance
since it grants considerable leeway for exercising independent professional judgement.
In some circumstances, it may even require the accountant to defy the law or violate
accounting standards. The famous Woolworth "Split Depreciation" and the "Argyll
Foods" case are examples of manifestations of quests for strong individualism and
masculinity, weak uncertainty avoidance and high professionalism. These observations
are in accordance with Hofstede's societal value scores. Such theoretical analyses led

Gray (1988) to arrive at the hypothesis that:

The higher a country ranks in terms of individualism and the lower it ranks
in terms of uncertainty avoidance and power distance then the more likely
it is to rank highly in terms of professionalism.

Cultural values may help to explain the ambiguity associated with the British true and
fair view concept in France, for instance, where it became mandatory by virtue of the
EC Fourth Directive on company law harmonisation. This concept evolved in an
environment where there is a relatively loose company law supporting an emphasis
of substance over form and accounting systems which are more pragmatic, ad hoc and

folkloristic (Hofstede, 1987, p.8). However, in a country which has a strong legalistic
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and fiscal approach to accounting enshrined in the code de commerce, where "form"
prevails over "substance", and where there is an affinity for uncertainty avoidance, it
is not surprising that the alien true and fair view concept has caused considerable
confusion and ambiguity (Gray and Coenenberg, 1984; Pham, 1984; Nobes and
Parker, 1983).

Conservatism (sometimes also referred to as prudence) is an ancient principle
in accounting. It is an accounting sub-culture value which varies from country to
country. Empirical research by Gray (1980) has provided evidence indicating a
relatively stronger extent of conservatism in France and Germany than in the UK and
USA. The generous provisions for contingencies and the existence of secret reserves
in French accounting has also been observed by other writers (e.g. Beeny, 1976;
Arpan and Radebaugh, 198S; Most, 1984). This tends to support a strong positive
relationship between conservatism and uncertainty avoidance since the latter favours
a cautious approach to income measurement in order to cope with the uncertainties
of future events and at the same time diminish stress and ambiguity. Gray (1988)
analysed the relationships between accounting values and Hofstede's societal values

and advanced arguments leading to three more hypotheses:

- The higher a country ranks in terms of uncertainty avoidance and the lower
it ranks in terms of individualism and masculinity then the more likely it is
to rank highly in terms of conservatism

- The higher a country ranks in terms of uncertainty avoidance and power
distance and the lower it ranks in terms of individualism then the more likely
it is to rank highly in terms of uniformity.

- The higher a country ranks in terms of uncertainty avoidance and power
distance and the lower it ranks in terms of individualism and masculinity
then the more