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Abstract 

Accounting reports have been deptcted m the literature as tdeologmal, confhct-resolwng practmes m 
capttahsttc soctety Employmg mstghts from crtttcal theory, thts theme ts developed m the present analysts 
through a theotazmg of the conlhct-enhancmg potenttal of accounting, parttcularly m a crisis sttuatton 
Accountmg ts understood to possess an aura m the context of the hegemony ofcapttaltst society whtch, on 
Its transformatton, can engender consequences dtsturbmg rather than stabdtzmg for a prevalent capttaltstm 
order An tllustratton is provtded through an analysts of developments m Germany up to the aftermath of 
the First World War The awareness created by the theorettcal analysts hopefully serves to enhance the 
social analysis of accounting 

There  ts n o w  an awareness  in the a c c o u n t m g  lit- 

e ra ture  that a ccoun t ing  is a mu tab le  p h e n o m e -  
n o n  wh ich  in terre la tes  wi th  the b roader  soclo- 
poht ical  and  e c o n o m i c  con t ex t  of  wh ich  it is 
part  (see, for example,  Hopwood,  1983, 1987, 
Burchell  et a l ,  1985, Lehman & Tinker,  1987)  
Yet there  has still b e e n  little research c o n c e r n e d  
wi th  e labora t ing  u p o n  the  impl ica t ions  of  this 
mutab i l i ty  and  the potent ta l i t ies  it suggests. 
Moreover,  few studies  have exp lo red  tt th rough  
a theor tzmg of  subs tant ive  empirics.  It is argu- 
ably at least par t ly  for such  reasons  that a shal- 
lowness  has faced those researchers  c o n c e r n e d  

wi th  theor iz ing  accoun t ing  change  (Hopwood ,  

1987). 
It ts apprec ia ted  in the  h te ra tu re  that, as well  

as be ing  reflective of  their  po l i t i co -economtc  
context ,  a ccoun t ing  represen ta t tons  have pohti-  
cal and e c o n o m i c  c o n s e q u e n c e s  (Tinker ,  1980; 
Burchel l  et al., 1980, 1985, Cooper ,  1980; 
Cooper  & Sherer, 1984; Berry e t a l ,  1985, Hop- 
wood,  1985, 1987; Loft, 1986; Hoskin & Macve, 
1986; Miller & O'Leary, 1986; Lehman & Tinker, 

1987; Tinker  & Neimark, 1987). Many research 
con t r tbu t tons  adop tmg  such a s tance place a 
stress on  the  stgnit icance,  role and post t ion  of ac- 
c o u n t i n g  m he lp ing  to sustain the  basic features 
of capitahst  society  Accoun t ing  is t rea ted in this 
regard as effectively serving its unde r ly ing  polit-  
ical hegemony.  Under ly ing  tens ions  m the 

capitalisttc soc io-pohucal  c on t e x t  are per- 
cetved, u n d e r  a broadly  h e g e m o n i c  perspec t ive  

• The flnancml support of the Accounting Htstory Socmty ts acknowledged The Accounting Htstory Society helped finance 
one of our stays m the FRG, where we were also made welcome m the Datmler-Benz archive m Stuttgart Helpful comment 
has been recewed from many sources mcludmg Mmhael Bromwsch, Anthony Hopwood, Mike Power and other colleagues 
at the London School of Economtcs and Pohtmal Sctence, Dawd Forrester, Cheryl Lehman, Tony LOwe, Manlyn Netmarg 
Tony Tinker and parttctpants at the Gregynog accounung colioqmums of the Umverstty of Wales m 1986 and 1987, espcctally 
Dtck Edwards, and at the 2rid lnterdtsetplmary Conference m Accounting held at the Umversay of Manchester, 1988 
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(Richardson,  1987),  to be  part ly reso lved  

th rough  account lng ' s  opera t ions  e i the r  th rough  

the  displacing o f  c e r t a m  p e r c e p t i o n s  o f  business  

act ivi ty (e.g. p e r c e p t i o n s  o f  re la t ions  o f  exploi ta-  

t ion and a l iena t ion)  or  th rough  posi t ively  

legi t imat ing capitalist  inst i tut ions (c.f. Cooper ,  

1980, C o o p e r  & Sherer,  1984, Berry e t  al.,  1985; 

Tinker,  1980, 1985, T m k e r  & Neimark,  1986, 

1988, Lehman & Tinker,  1987, Richardson,  

1987; Tinker  e t  aL ,  1988).  T inker  & Ne imark  

( 1 9 8 7 )  have, for example ,  sought  to de- 

mons t ra te  

the active part that reports may play in social conflict, by 
showing how the documents may downplay, re-interpret 
and re-construct a history of social and economic events 
Most important, the terram of social scrutiny and reflec- 
tion that exastmg reports dksplace - -  the agendas they 
preclude - -  constitutes their most effective censoring 
function 

The  ins t i tu t ion of  a ccoun tancy  prac t i ce  in 

capltahst  soc ie ty  has c o m e  to be  v i e w e d  as an 

ideologica l  state apparatus, he lp ing  the  

h e g e m o n y  of  the  capitalist  State to r e p r o d u c e  

the  pol i t tcal  s t ruc tu re  (c . f  Hall, 1982, for the  

e m p l o y m e n t  o f  the  theore t i ca l  cons t ruc t  o f  

ideologica l  state apparatus and of  the  c o n c e p t  o f  

h e g e m o n y  in sociology,  T inker  e t  a L  ( 1 9 8 8 )  for 

an appl ica t ion in the  social  analysis o f  account -  

ing," and Gramsct  ( 1 9 7 1 )  for a theore tmal  elab- 

orat ion) .  Prevalent  accoun t ing  ts u n d e r s t o o d  as 

he lp ing  the  state reso lve  conf l ic ts  on  beha l f  o f  

capital by displacing a l ternat ive  account ings  

( such  as str ict ly regula ted  forms of  soctal  ac- 

count ing) ,  unde rp l aymg  soctal tens ions  and 

legl t tmlzing u n d e r l y m g  capttahst tc  p rope r ty  

r ights  ( c  f. C o o p e r  & Sherer,  1984, Tinker,  1985, 

Lehman & Tinker,  1987)  

In cont ras t  to such  a theore t ica l  stance,  the  

v i e w  that a c c o u n t m g  can potent ia l ly  dis turb  the  

capitalist  sys tem has scarcely  b e e n  t o u c h e d  

u p o n  m the  h te ra tu re  to date  Here,  wh i l e  sup- 

por t ing  the  theore t i ca l  v i e w  that a c c o u n t m g  has 

ideologica l  consequences ,  w e  wish  to ref ine this 

pe r spec t ive  in arguing that a c c o u n t m g  can also 

c o m e  to be  conf l i c t -enhanc ing  for capttahst  soc- 

iety 

In the htera ture ,  tt has already b e e n  no ted  that 

account lng ' s  tdeologmal  c o n s e q u e n c e s  are influ- 

e n c e d  by the  way  accoun t ing  ts pe rce ived .  For 

example ,  tt has b e e n  sugges ted  that  the  ideology  

of  accoun t ing  can be  m a d e  m o r e  p r o d u c t i v e  and 

effect ive t h rough  accoun t ing ' s  apparent  neutral-  

tty and i n d e p e n d e n c e  (Lehman  & Tinker,  1987, 

Tinker  e t  al . ,  1988)  In seeking to demons t r a t e  

the  conf l i c t -enhanc ing  po ten t ia l  o f  a ccoun t i ng  

m society,  w e  e labora te  m grea te r  dep th  u p o n  

those  p rope r t i e s  o f  a ccoun t i ng  - -  inc lud ing  

accoun tmg ' s  p e r c e i v e d  neut ra l i ty  and indepen-  

d e n c e  - -  w h m h  mf luence  the  nature  and effec- 

t iveness  o f  a ccoun tmg ' s  func t ion ing  as ideology.  

For these  pu rposes  w e  t e rm such  p rope r t i e s  the  

a u r a t i c  proper t i e s  o f  a c c o u n t m g  And w e  intro- 

d u c e  m t o  the l i te ra ture  a substant ive  theore t i ca l  

e labora t ion  of  the c o n c e p t  o f  the  a u r a  of  ac- 

coun t ing  as the  summary  c o n c e p t  o f  such aura- 

tic p rope r t i e s  t We  r e m t e r p r e t  aspects  o f  the 

Crtttcal T h e o r y  o f  the  Frankfurt School  so as to 

' Thus, m general terms, we could define the aura of a social phenomenon (such as accounting) as the "picture" or "tmage" 
that is created m the mind of a person (or in society) by the phenomenon, or, as the way m which the phenomem)n ts 
perceived (received by) or ks understood by a person (or society) - -  its historically constituted perception Given the 
epistemologtcal and ontological perspective of the Frankfurt School, evidenced by their analysis of phenomena in terms of 
the irreductbihty of subject and object and their view that social phenomena are neither subject nor object but oblect- 
sublect (c f Adorno, 1967, Marcuse, 1968), these two definitions are consistent wsth each other For our purposes, the 
definition of aura can be collapsed into the way in which a phenomenon ts perceived or understood in society for ease of 
exposttton 

It ks also helpful to clarify somewhat the relatsonship between the two concepts of aura and ideology Ideology ts a concept 
which has been interpreted m several ways m the "soctal science" literature (see Therborn, 1980, Abercrombte et aL, 1983, 
Wtlhams, 1981, pp 26-30, Thompson, 1984) This is reflected m the accounting literature, where ideology has 
been understood m the more orthodox Marxist sense of false consciousness and as a "fetishism" (Haslam, 1986) 
and m the Althussertan sense of ideology as commonsense understandings (cf  Althnsser, 1971) (see, for example, 
Tinker et aL, 1988) Some writers might even argue that accounting has an "ideology" of neutrahty and objectivity which in 
turn makes more effective its "ideology" (its ideological consequences) and impacts upon a broader "ideology" (macro- 
ideology ) which also forms a significant element in its broader context Tfus can be confused and confu~mg In social analysis 
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be t t e r  theorize the concep t  of aura m the  case of 

account ing ,  t e to e laborate  u p o n  the  na tu re  of 
the accoun t ing  aura, h o w  such an aura is constt-  
tu ted  and  what  c o n s e q u e n c e s  it has in socfety 
We employ  the School 's  analysis to demons t r a t e  
that account ing ,  th rough the t r ans fo rmanon  of 
its aura, can come  to e n g e n d e r  tdeologmal con- 
sequences  w h m h  are conf l ic t -enhanc ing  ra ther  
than confl ic t - resolving for capital ism We illus- 
trate the theoret ical  perspec t ive  th rough  an 
analysis of  some  subs tant ive  emptr ics  the case of  
accoun t ing  in G e r m a n y  up  to the  Lmmediate 
aftermath of  the First Wor ld  War  

INSIGHTS FROM CRITICAL THEORY 

We share the  w e w  (Laughlin,  1987; Laughlin 
& Lowe, 1988)  that d rawing  from the insights of  

the Frankfurt  School of  Critical Theory  can en- 
r ich the  social analysis of  a c c o u n t i n g  The  
Frankfurt  School exp lored  the ways m whtch  so- 

o a l  p h e n o m e n a  mterac t  wi th  their  b roader  con- 
text  and in the course  of  their  in te rd tsc iphnary  
research m e m b e r s  of  the School c o n d u c t e d  
analyses of  a wade range of  social p h e n o m e n a .  
Theor tza t ion  of  any par t icular  social p h e n o m e -  
n o n  can be  in formed by and arguably con t inues  
the crit ical theore t ica l  p ro jec t  (c.f. Held, 1980, 

p 78; Jay, 1973). 
In our  par t icular  c o n c e r n  to gain fur ther  m- 

stghts in to  the  auratic p roper t ies  of  account ing ,  
we  were  d r awn  to the  School 's  wri t ings  abou t  
the representa t iona l  social p h e n o m e n o n  of art 
There in  a re la ted c o n c e p t  of aura is also elabo- 
ra ted w m terms ofsocio-poht ica l  analysis of  the 
type we  seek to employ  here  for the case of  ac- 

coun t ing  (c.f. Benjamin,  1973; Marcuse, 1968, 
1972, 1979; L6wenthal ,  1944, HorkheLmer, 
1941; Horkhe imer  & Adorno,  1972; Adorno,  

1945, 1967, 1974)  The  theory  of  art deve loped  
by the School provides  a good basts for elaborat-  
ing a theory of accountmg,  itself a social 
p h e n o m e n o n  A c c o u n t i n g  and  art have m u c h  in 

c o m m o n  wi th  each o the r  ( a n d  wi th  o the r  social 
p h e n o m e n a ) .  For example ,  IxSwenthal ( 1 9 4 4 )  
has po in t ed  ou t  that art can be  unde r s tood  as a 
code  language for socml processes,  as can be 
argued for a c c o u n t m g  ( c f  Burchell  et a l ,  
1980)  And both  accoun t ing  and art take a rep- 
resenta t ional  form Further,  th rough thetr  in- 
te rac t ton wtth their  social contexts ,  art and ac- 
c o u n t i n g  come  to be  pe rce ived  in par t icular  
ways so that bo th  possess related auratic proper-  
ties and engender  related ideological con- 
sequences Despite the complexi ty  of the theore- 
tical writ ings of the critical theortsts o n  art (cX 
Habermas, 1983a, b )  it is hence worthwhile 
attempting to unravel how the School has theorized 

the nature of art's aura, the way it is constituted, the 
consequences  it engenders,  how  it might  trans- 
form and what  is at stake in its transfOrmation. 2 

The School 's wr i t ings  suggest that p reva len t  
art represen ta t ions  are unde r s tood  to be  "au- 
thent ic"  and  to reflect a "reality" worked  out  
th rough the highest  of  cul tural  pr inc ip les  Such 
pe rcep t ions  of art in society are art 's aurattc 
proper t tes  accord ing  to the School 's  under-  

s tanding The  School concen t ra t e s  on  the  con-  
s t t tut ion of  such proper t ies  and the modif lcat ton 
thereof  in the specific historical  pe r iod  of 
capital ism 

Critical Theory  main ta ins  that the aurat ic  
proper t ies  of art are socially cons t i tu ted  and  

(cf Wdhams, 1981, p 207) (see the rauonale for the ¢hstincuon between "arttsuc forms" and "behef systems" as two 
separable ff mterrelated concepts in Wdlmms ( 1981, pp 26-30 )) We are focusing upon a partmular aspect of the process 
through whmh accounting comes to have tdeologmal consequences We treat the concepts of aura and tdeology separately 
m this regard, as does Eagleton ( 1976, 1981 ) The focus upon the concept of aura should help the reader appreoate the sense 
m whtch tt can also be seen as a separable concept m terms of the parncular nature of the mstghts which tt reveals Our 
approach is a remterpretauon of the theoret|cal posmon of the Frankfurt School, parttcularly Benlamm For a very rich and 
modern analysts of Benjamin and hts concept of aura, as apphcable m hterary theory and cntictsm, see Eagleton (1981, 
espeoally p 28) 

2 Of the cntmal theorists only Benlamm employed the term "aura" m theortzmg art tn soctety Horkhetmer & Adorno, 
however, used the terms "form" and "style" m elaborating upon the same concept And whde Marcuse does not appear to have 
used any parucular term he does set out a theoret|cal posmon upon the concept (cf  Benlamin, 1975, Horkhetmer & 
Adorno, 1972, Marcuse, 1972) 
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constructed (c.f. Horkheimer  & Adorno, 1972, 
Marcuse, 1972; Benjamin, 1973) Benjamm 
(1973)  argued that these properties,  for 
prevalent art representations, are consti tuted 
through rituals and tradittons embedded  in soci- 
ety and through practices associated with the 
specific hlstortcal context  of  capttalism. He 
argued that the aura was partly consntuted 
through its "distance" from people  - -  i.e that 
people  accepted prevailing art's authentictty 
because aspects of  it (e.g the mode  of tts con- 
strucnon, the meaning of the arnst, all the par- 
tmularities of  tts content )  were  generally dimly 
understood and thus art was in this sense distant 
from its audience (Held, 1980, p. 87; Benjamin, 
1973) Adorno, Horkheimer  and Marcuse 
suggest (as we  expand upon later) that the aura 
of  art can be further consti tuted and enhanced 
by conscious mtervent lon e.g. by the state (Mar- 
cuse, 1968, Horkhelmer  & Adorno, 1972). 

The argument that emerges from the School's 
analysis is that the auratic propert ies  of  art m the 
hlstortcal pertod of capttalism generally engen- 
der ideological consequences which help to re- 
produce  the capitalistm system of power  rela- 
tions Adorno & Horkheimer  argue that art 
which possesses authenticity under  capitalism 
conveys a "harmonising illusion" which en- 
hances the stabiltty and reproducabtli ty of  the 
broader  political system through the ideological 
control  of  the masses (Adorno, 1945, Hor- 
khelmer & Adorno, 1972) Similarly, Marcuse 
placed strong emphasts on the prevailing con- 
fltct-resolvmg power  of  art - -  art as "negation" 
- -  m capttal~st soctety He maintained that there 
was a "repressive familiarity" wtth a gtven world 
of  objects m the public realm, which effectively 
served to reduce socml crittque (Marcuse, 1972, 
pp 103-104; Habermas, 1983b, p 166). This 
"repressive familiarity" was held together  by  
"harmomsmg tllusions". He attacked the "afl~r- 
matlve character of  the beautiful illuston" as the 
"ideological element" m bourgeois  art (Haber- 
mas, 1983a, b, pp. 166-169)  Benjamin stressed 
that art acted as an ("almost  magical") authority 
in the public realm and thus had ideological con- 
sequences  (Benjamin, 1973). Its auratic proper-  
ties left it accepted  (i  e. unchal lenged) m the 

public realm. Thus, although the phenomenon  is 
"distant" from the public It is "close" m having ef- 
fects upon the pubhc,  i e art possesses a "umque 
phenomenon  of  a distance however  close it 
may be" (Held, 1980, p. 87; Benjamin, 1973). 

A crucial feature of  the School's analysts ts that 
the auratlc propert tes  of  art are not immutable. 
The aura of  art can transform and engender  dif- 
fering ideological consequences  Horkhetmer  & 
Adorno (1972)  maintain, for example,  that art 
representations embody  the potential to suggest 
"reahty" as a contested field, possibly stimulating 
critical facultms and creating an awareness and 
theorizing of soctal contradictions and an- 
t tmomes (Adorno, 1945, p 678)  Art could thus 
come  to pose a "non-ldenttty" of  "alternative 
realities" to a prevalent materialistic society, i.e 
a "negation of neganon" (Held, 1980, p 81, 
Adorno, 1967, p. 23, 1945, 1974; Horldaeimer, 
1941; Horkhetmer  & Adorno, 1972) On the "ne- 
ganon of negation" art might play its part  - -  m- 
tendedly or otherwise - -  as a radical praxis, ulti- 
mately threatenmg extant socio-political struc- 
tures and mstltUtlOnS Marcuse, stmilarly, under- 
s tood bourgeois art to include a dialectical prop- 
erty whereby  the "beautiful tllusion" also tended 
to enhance historical demands for emancipa- 
tion The portrayal of  hberal ideals preserved 
such demands m bourgeois culture Marcuse 
also argued that the confhct-resolvmg power  of  
art could be dissolved by socto-polittcal action 
Art mtght then play a role in revolutionizing the 
stunted sensualtty and repressive structuring of 
the drives and lnstmcts which had been engen- 
dered by capltahsm (Marcuse, 1968) 

Benjamin (1973)  perce ived  the aura of  art to 
be  conflict-resolving so long as it was preserved 
m a particular htstortcal set of  conditions. 
Adorno, Horkhetmer,  Lowenthal and Marcuse 
maintained th~/t the conflict-resolving role of  art 
had been enhanced in the context  of  the dy- 
namtc socto-polmcal changes reflected in the 
transitton to the age of mass culture. They held 
that the new products  of mass culture served to 
enhance pohtmal control  and to cement  mass 
audtences to the status quo (Horkhelmer,  1941; 
Lowenthal, 1967, Adorno, 1967; pp. 147-172;  
Marcuse, 1966, 1968, 1972; Habermas, 1983a, p. 
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139; Held, 1980, pp. 89 -109) .  Adorno (see espe- 
cially Adorno,  1938)  also felt that  the  m o r e  se- 

vere  b e c a m e  the difficulties of  r e p r o d u c i n g  con-  

t empora ry  society, the s t ronger  became  the  gen- 
eral t e n d e n c y  to sustam the exis tent  th rough  
mass cu l tu re  and  all o the r  means  Benjamin,  in 
contrast ,  a rgued that these  dynamics  he ld  out  a 
greater  possibi l i ty of radical change  (Benlamin ,  
1973). Thus,  Benjamin ' s  theory  might  be  par- 
t icularly d is t inguishable  in  a crisis c o n t e x t  For 

Benjamin,  the age of  mechan ica l  r ep roduc t ion ,  
associated wi th  the  d e v e l o p m e n t  of  mass cul- 
ture, "shattered" the  aura of  authent ic i ty ,  s ince 
art b e c a m e  regarded as t ransi tory  and  reproduc-  
ible (Benjamin ,  1973).  Reified no t ions  of histor- 
ical taken-for-granted con t inu i t i e s  we re  thus 
"shattered", as art shifted from ha rmon iz ing  con-  
sequences  to a m o r e  expl ic i t  pol i t ic izat ion in the  
pub l i c  realm, e n g e n d e r i n g  radical  conse- 
quences ,  wh ich  Benjamin  pu t  dramatical ly  

The instant the criterion of authenticity ceases to be 
apphcable to artistic production, the total function of art 
ts reversed Instead of being based on ritual, tt begins to 
be based on another practice m pohttcs (1973, p 224, 
quoted m Held, 1980, p 87) 

In this con tex t  we  might  ci te  Habermas '  in- 
t e rpre ta t ion  of Benjamin.  

Benlamm ts acquamted with a continuity that, m its hnear 
progress, breaks though the cycle of natural history and 
thereby menaces the lastingness of tradition This ts the 
continuity of d ~ m m o . ,  whose final stage Benlamm 
diagnoses as the loss of Aura (1983a, p 139) 

In the demystLfication process,  the aura is trans- 
formed,  e n g e n d e r i n g  radical  deve lopments .  

In a succession of discrete shocks, the art work deprived 
of its aura releases experiences that used to be enclosed 
vathm an esoteric style (1983a, p 133) 

Ben jamin  ( 1 9 7 3 )  in t e rp re t ed  the  aurat ic  
threat  th rough  art broadly,  as par t  of  a larger 
threat  to the poli t ical  s t ructure .  The  fo l lowing 
quo te  from Benjamin  unde r l i nes  this 

what ts really leopardtzed when the lustormal testimony 
is affected is the authority of the object (1973, p 223) 

And, further,  Ben jamin  ( 1 9 7 3 )  held  that  the de- 

ve l opme n t  of  a mass cu l tu re  e n h a n c e d  the po- 
tential  c o n s e q u e n c e s  of the  "shattering" of the 
aura in e n g e n d e r i n g  radical change.  The poten-  
tial for shifting the consc iousness  of the masses 
was clearly e n h a n c e d  Instead of be ing  "fooled" 
in to  accep t ing  a h ierarchical  p o w e r  s t ruc ture  

" imposed"  in the  social realm, the shat ter ing  of  
art 's aura might  lead to peop le  deve lop ing  a con-  
sc iousness  of  a m u c h  more  "universal  equali ty" 
in  the social realm. This could  lead to poli t ical  

ac t ion  (Benlamin ,  1973)  

THE AURA OF ACCOUNTING 

Having e labora ted  briefly u p o n  the Frankfurt  
School 's  theor iz ing  of the auratic proper t ies  of  
art, we  can p r oc e e d  to de l inea te  a theory  of  the 
accoun t ing  aura 3 What  is the general  na tu re  of  

the aura o f a c c o u n t m g  m capitalist society~ H ow  

is such an aura const i tuted~ What  c o n s e q u e n c e s  
emana te  from this aura r Might such an aura 
t ransform ( o r  be  t ransformed)?  What  is at stake 
in its transformation? In  the following we  at tempt  

to address such issues in elaborating a theory of 
the  aura of  a c c o u n t i n g  in capitalist  society. 

Arguably, the accoun t ing  represen ta t ion  is 
pe rce ived  in  the pub l i c  realm of capital ism to be  
neutral ,  ob jec t ive  ( " t rue" )  and i n d e p e n d e n t  
And it seems that it is also unde r s tood  to have 
b e e n  arrived at in accordance  wi th  learned  prin- 
ciples which  have b e e n  fairly applied (c f .  
Knghts  & Coll inson,  1987, Lehman & Tinker,  
1987, T inker  et al., 1988). Drawing u p o n  the 
analysis of  the Frankfurt  School, we  main ta in  
here  that these  aspects of  a ccoun t ing  are its 
major  aurat ic p roper t i es  u n d e r  capitalism. 4 

¢ At this stage we elaborate upon the accounting aura m relatively general terms We offer a more specific analysts m 
theorizing the substantive emptrtcs of the paper 
4 It ts interesting to note that the current wording of the audit report m the U K. actually highlights some of these auratlc 
prope~tes For example, an unqualified report refers to the accounts giving a "true and fair view" and all reports for hmtted 
companies are signed by a "qualified" auditor who audits m accordance with "approved auditing standards" Lehman & Tinker 
(1987) pomt out that, m the modern context, professtonahsm, pubhc interest, independence and objectivity are vital 
weapons used by the accountancy profession to promote its own distributional advantage Such terms also have a wider 
slgmficance as treated m this study here 
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A c r inca l  t heo re t i ca l  analys~s suggests  that  the  
aura  o f  a c c o u n t i n g  is c o n s t i t u t e d  b y  a range  of  
factors,  s o m e  o f  w h i c h  s t em f rom d e e p l y  e m b e d -  
d e d  cu l tura l  t rad i t tons  and values,  o the r s  o f  
w h i c h  are  m u c h  m o r e  c lear ly  in f luenced  b y  
specif ic  fea tures  o f  the  h is tor ica l  c o n t e x t  o f  
cap i ta l i sm (c.f. Benjamin,  1973) .  Conce ivab ly  
for example ,  the  p resen ta t ion  o f  accounts  as "T" 
form ba lanc ing  s t a t emen t s  m a d e  up  o f  "facts and  
figures" ( sugges t ing  ob j ec t i ve  and  "hard" count -  
l ng )  has c o n t r i b u t e d  to the  s tgmficance  o f  ac- 
coun t ing  r ep re sen t a t i ons  in soc ie ty  (c . f  Aho, 
1985, w h o  suggests  that  d o u b l e - e n t r y  book-  
keep ing  h e l p e d  to  l eg i t imate  busmess  ac t iv i ty )  
The  ba l anced  "T-form" s t a t emen t  c o u l d  even  be  
taken to  para l le l  the  "scales of  jus t ice"  as a sym- 
b o h c  form Fur ther ,  s t a t emen t s  In w h i c h  the  
"facts and  figures" a re  set  ou t  m m o n e y  form may  
be  g iven  a d d e d  s igni f icance  in capi ta l is t  socie ty ,  
a soc ie ty  w h e r e  m o n e y  ts i m p o r t a n t  and  has to  
be  careful ly  c o n t r o l l e d  s The  p r o d u c t i o n  o r  au- 
thor iza t ion  o f  accoun t s  b y  p e o p l e  r e g a r d e d  as 
"exper t s"  also w o u l d  s e e m  to add  to  the  w e i g h t  
g iven  to  the  accoun t i ng  r e p r e s e n t a t i o n  in soci-  
e ty  And, the  no t i on  that  e x p e r t s  a re  "profess ion-  
als" a rguably  fur ther  bo l s t e r s  the  au tho r i t y  o f  the  
accoun t i ng  r e p r e s e n t a t i o n  m the  pub l i c  r ea lm 
W h e r e  such  profess iona l  e x p e r t s  a re  u n d e r s t o o d  
addt t iona l ly  to  d r a w  u p o n  a "knowledge  base" 
this c o n c e i v a b l y  c o n t r i b u t e s  even  m o r e  to  the  
cons t i t u t ion  o f  the  a c c o u n t m g  aura  

Moreover ,  of  pa r tmula r  s igni f icance  m con-  
Stl tuting the  aura  o f  a c c o u n t i n g  ts a rguably  the  
s u p p o r t  g tven to  the  a c c o u n t m g  r e p r e s e n t a t i o n  
by  the  s ta te  and  the  law This  w o u l d  be  the  case  
w h e r e  the  capi ta l is t  s tate,  its legis la t ion  and the  
law genera l ly  are  t hemse lves  u n d e r s t o o d  as 
legt t imate ,  w h i c h  they  mus t  genera l ly  b e  to  
s o m e  d e g r e e  m the  pub l i c  r ea lm of  many  forms 
o f  capt tal ts t  soc ie ty  The  s ta te  can  c r ea t e  ac- 
c o u n t m g  legis la t ion The  law cour t s  can  
legi t tmize  accoun t ings  by,  for example ,  d e e m i n g  

pa r t i cu la r  a c c o u n t i n g  p r inc tp le s  to  be  fatr o r  ap- 
p r o p r t a t e  and  b y  r e l y m g  on  accoun t s  as legal  evv  
d e n c e  Law o r  the  quasi-law decis ions  of  a b o d y  
gove rned  by  a g roup  f rom among  the  ranks o f  
"account ing  professionals" can serve  to  legit imize 
accountings.  All these  factors conce tvably  contri-  

b u t e  to  t he  cons t i t u t i on  o f  t he  a c c o u n t i n g  aura.  
In ag reemen t  wi th  some  con t r ibu tors  to  the  

accounting literature, and with the Frankfurt School 
m the i r  p e r s p e c t i v e  u p o n  socia l  p h e n o m e n a  tn 
capt ta l is t  socte ty ,  w e  u n d e r s t a n d  that  the  
au tho r i t y  g iven  to a c c o u n t i n g  t h r o u g h  its const i -  
t u t ed  aura  gene ra l ly  he lps  to  r e p r o d u c e  the  
capl tahs t  sys tem (T inke r  & Netmark,  1986; 
Lehman & Tinker ,  1987) .  This is pa r t ly  b e c a u s e  
the  aura  o f  p reva l en t  a c c o u n t m g s  u n d e r  
capt ta l i sm e n h a n c e s  conse rva t ive  ldeo logmal  
forces  For  example ,  this  aura  e n g e n d e r s  an un- 
ques t ion ing  a c c e p t a n c e  o f  p reva l en t  a c c o u n t i n g  
n u m b e r s  as c o n v e y o r s  o f  an u n p r o b l e m a t i c ,  con-  
c r e t e  and  "valtd" message.  And  w h e r e  such  tech-  
mcal  expe r t t s e  is a s soc ia ted  wi th  "professton-  
als", w h o  h o l d  t hemse lves  ou t  as b e i n g  m d e p e n -  
den t  and  hones t  m conduc t ,  a c c o u n t i n g  argu- 
ably  gains the  b r o a d  t rus t  o f  many  p e o p l e  The  
t echn ica l  and  e x p e r t  language  m w h i c h  accoun t -  
m g  is c o u c h e d  a l lows a b o u n d a r y  to  b e  d r a w n  
a r o u n d  tt p r e v e n t i n g  b r o a d e r  access  to  its com-  
p r e h e n s i o n  Thus  p r e v a l e n t  a c c o u n t m g s  dis- 
p l ace  a l t e rna t ive  accoun t ings  w h i c h  mtgh t  trans- 
form the  consc tousnes s  o f  many  social  ac to r s  
and  pe rha ps  c o n t r t b u t e  to a cha l l eng ing  o f  the  
capttallSt sys tem of  p o w e r  re la t ions  ( c  f Lehman 
& Tinker ,  1987)  They  also he lp  to  leg i t imize  
capi ta l is t  p r o p e r t y  re la t ions ,  for e x a m p l e ,  by  al- 
l owing  for f lex ib le  r e p r e s e n t a t i o n s  o f  "profi t"  
and  b y  r e m f o r c m g  no t ions  o f  l abour  as a "cost"  
They  can  s t ee r  the  p e r c e p t i o n  o f  wha t  is and  ts 
no t  d e e m e d  i m p o r t a n t  m socie ty .  

Thus  account ing ,  l ike art,  can  b e  "dtstant" 
f rom the  p u b h c  m that  on ly  a very  h m l t e d  under -  
s t andmg of  its pa r t i cu la r  na tu re  (as  a " p r o d u c t  o f  

s The attachment of a percetved sound and authenttc representatton to accounting in th~s sense has been seen to be dtrectly 
of stgmficance as a prescrtpttve charactertstm of mformatton m a capital markets context by writers m accounting and finance 
(c£ Graham et a l ,  1962, p 28, Solomons, 1986, Foster, 1986) These writers refer to the aura of accounting wtthout elabo- 
rating upon what they mean m using thts term Accountmg's representauon as sound and authenttc IS indirectly revoked as 
effecttvely engendering tdeologtcal conlhct-resoivmg and iegtttmaung consequences m terms of socto-pohtical stabihty in 
such dtverse contrtbuttons as Soiomons (1978) and Tinker et al (1988) 
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technical expertise") might prevail in the public 
realm (where  it might be mystifying to some ex- 
tent, c.f Haslam, 1986). Yet at the same time it 
maght be "close" to the pubhc in that the 
politico-economic consequences of  accounting 
can bear directly upon them (c.f. Benjamin, 
1973). The aura of  accounting thus arguably 
contributes to the power  of  accounting in the 
broader public realm as well as within particular 
organizations (c.f. Knights & Collinson, 1987) 
Accounting is thus respected and has greater in- 
fluence in mediating social action It can help 
to better legitamate and drive decisions with 
politmo-economic consequences which in 
themselves are controversial m nature (c.f 
Berry etal ,  1985) 

Accounting's aura (like that of art) can argu- 
ably be transformed m society In the context of  
a crisis situation in partmular the auratic proper- 
ties of  accounting might come to be more fragile 
and be "shattered", Le transformed Accounting 
practices could be demystified and the "har- 
monizing illusion" unmasked (c.f. Horkheimer, 
1941, pp. 292-295;  Habermas, 1983a, b). Ac- 
counting could conceivably come to be seen, 
for example, as a gross, crude and deceitful rep- 
resentation. Accounting might then no longer be 
taken-for-granted The transforming of the aura 
would arguably btang about a broader public 
awareness of accounting as a politmal phenome- 
non with an effective role in, for example, 
legitamizing a particular pattern of  wealth dis- 
tribution or helping resolve distributional con- 
flicts in favour of  capital (Tinker, 1980, Cooper 
& Sherer, 1984, Lehman & Tinker, 1987) And 
we suggest that there is also the possibihty of the 
aura of  accounting being enhanced or trans- 
formed through conscious intervention e g by 
the state, by preparers of  accounts and by other 
political groups in society 

Where the aura of prevalent accounting under 
capitalism is transformed, we maintain that 
ideological consequences disturbing to the 
capitalast system could be engendered. The mis- 
trust created by the shattering of an aura of neut- 
rality or  fmrness, for example, might lead to a 
broad challenge to the legitimacy of other in- 
stitutions, including the state itself (c.f the 

employment of Benjamin's ideas by Arato, 1977; 
Paetzoldt, 1977 in this context) What was previ- 
ously conflict-resolwng becomes conflict-en- 
hancing for capitalist society A phenomenon 
which is significant m conflict-resolving because 
of the great trust invested in it could become just 
as significant in conflict-enhancing where that 
great trust is lost And as Benjamin noted for the 
case of  art, the effect of such consequences 
might be more sagnificant where accotinting had 
previously come to be a w~dely communicated 
and receaved phenomenon tn society ( e g  
where accounting is disclosed through .mass 
media such as the newspapers) (Benjamin, 
1973) 

Having set out a theoretical perspective upon 
the accounting aura, we now proceed wlth an 
empirical illustration, a social analysis of ac- 
counting's aura in Germany up to the aftermath 
of  the First World War The illustrated analysts 
offered is of a transformataon an the accounting 
aura in a crisis context, based in the environ- 
ment of Germany towards the end of the First 
World War and its immediate aftermath Clearly, 
a study of  the accounting aura an a crisis context 
should enhance our  understanding of account- 
ing in the critical theoretical terms we have so 
far elaborated After setting out the nature of the 
crasis context, this empirical illustration is then 
elaborated through histotacal analysts of the so- 
cial location of  accounting at the outset of the 
War Next, we concentrate upon mterpreting 
subsequent developments, particularly around 
the end of  the First World War, the period of 
crisis in which the capitalastac pattern of power 
relations was threatened The study goes on to 
suggest that the insights gained from the analysts 
are relevant to understanding and acting upon 
accounting today 

GERMANY: TIlE CRISIS CONTEXT 

Most commentators  agree that the occurr- 
ences in Germany in and around 1918 reflected 
a crisis context  (as argued m the varied 
sources of  Bartel, 1958; Emmerich, 1975; 
Ryder, 1967; Baudis & Nussbaum, 1978; Har- 
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dach, 1980, Harman, 1982; Hortzschansky, 
1978, lnternattonaler Arbeiter, 1929; Rosen- 
berg, 1936, Vincent, 1985). Durmg this period, 
Germany passed through a revolutionary situa- 
tion characterized by mass strikes, demonstra-  
tions and the eventual over throw of the monar- 
chy (Ryder, 1967, Harman, 1982, Inter- 
nationaler Arbeiter, 1929; Hortzschansky, 
1978) The consequences of  these historical de- 
velopments  were  crucial for the subsequent  his- 
tory of  the twentieth century (Harman, 1982, 
Ryder, 1967), and they provide a particularly ap- 
propriate context  for the study of the operat ion 
of the accounting phenomenon  within a society 
under  crisis In order  to appreciate the chosen 
settmg, it ts helpful, after further elaborating 
upon the nature of  the crisis context,  to brmfly 
underline its signtlicance in terms of a broader  
historical perspect ive before then locating ac- 
countmg and its auratic dimension in the previ- 
ously relatively stable environment  up to the 
outset  of  the war. 

As the First World War drew to its close, many 
people m Germany were  exper tencmg pover ty  
as well  as, m many cases, personal loss (Ban- 
khaus Gebr. Arnhold, 1917; Ryder, 1967, Har- 
dach, 1980, Hortzschansky, 1978, Inter. 
nationalerArbeiter, 1929, pp. 123--126, Vincent, 
1985) Conditions had worsened significantly in 
1916, especially In the wmter ,  although mass de- 
monstrations against hunger had already taken 
place in the summer  The demonstrat ions of  the 
winter  of  1916 were  against the war  policy and 
were  led by revoluuonary forces in the German 
workers '  movemen t  (Baudis, 1978, pp 2 8 3 -  
298, Bartel, 1958, p 331) 

The latter period of the First World War m 
Germany was also witness to mass political 
strikes (Kuczynsl~, 1982, pp 447-464,  
Hortzschansky, 1978, pp 2 8 - 3 4 )  The first anti- 
war  strike had been p romoted  in 1915 by the 
Spartacists, a radical socialist movemen t  (Bartel, 
1958, pp  430 -450 )  There were  subsequently 
many strikes around June, 1916 and there de- 
veloped a mood  for revolutionary change 
(Baudis & Nussbaum, 1978; Barrel, 1958, p. 
313; Emmerich,  1975, p 157) The first mass 
strike of  workers  from the war  factories - -  stg- 

nificantly heightening tensions - -  occurred  in 
April 1917. The demonstrat ions and strikes were  
particularly threatenmg to the political system 
given the close relationship be tween the state 
and major industries (Blaich, 1979) The Rnsstan 
revolution of 1917 was a further spur  to revolu- 
tionary activity in Germany and this was most  
evident in the mass strikes of  January, 1918 
(Baudls, 1978, p 330)  It is thus generally agreed 
m the literature that there was a significant 
threat of  revolution at this t ime (c  f Harman, 
1982, Ryder, 1967). 

Workers '  and soldiers' councils, msplred by 
the Russian revolution and the emergence  of the 
Soviet Umon, were  estabhshed after the war and 
many hoped  to see the coming of a SOclahst re- 
public as advocated by Rosa Luxemburg and 
Karl Ltebknecht, leaders of  the Spartactsts (c.f  
Ryder, 1967; Rosenberg, 1936) The "majority" 
Social Democrats  gained power,  however,  over  
the more  radical revolutionary movements  This 
led to the es tabhshment  of  a liberal democracy  
which, while representing a significant change 
from the previous political system, was still 
capitalist Parliamentary democracy  restored a 
broadly conservative realignment m Parliament. 
The at tempts at socialist revolution had failed as 
such, although some relatively dramatic changes 
had occur red  ( includmg the extension of cer- 
tain labour rights (c.f. Grebing, 1985))  

That the events m and around 1918 consti- 
tuted a crisis context  can be further illustrated 
by noting that prior  to the war, Germany had 
emerged as one of the most  powerful and stable 
capitalist nation states m the world (Mommsen,  
1986; Baudis & Nnssbaum, 1978, Fischer, 1984; 
Harris, 1975). The rapid development from an 
early capitalist and, compared to Great Britain, 
mdnstrially backward, state, to a capitalist system 
of a highly organized form had been a major 
economic development ( Anderson, 1979; 
Mommsen, 1986; Fischer, 1984; Wmkler, 1979) 
Moreover, Germany was subsequently exemplary 
for other industrializing nations Japan, for example, 
previously much influenced by Great Britain, had 
become much more  strongly influenced by the 
advantages offered by the "German model" of 
industrialization towards the end of the nine- 
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teenth century (Ikeda et aL, 1970). The 
Japanese also followed Germany in their com- 
mercial law. The German drive to industrialize 
was fostered by the state, especially subsequent 
to German unification in 1870. The mid 1870s 
saw the growth of the modem welfare state with 
taxation being raised for welfare projects By the 
end of the nineteenth century Germany domi- 
nated many world export  markets (Mommsen, 
1986; Fischer, 1984; Baudis & Nussbaum, 1978; 
Ryder, 1967). The ou tcome of the First Worm 
War came as a threatening disturbance to these 
trends 

THE HISTORY OF ACCOUNTING IN 
GERMANY PRIOR TO THE WAR. THE 

CONSTITUTION OF THE AURATIC 
DIMENSION 

It ts crucial to gain an understanding of  the 
constttution of the aura of accounting prior to 
the crisis engendered m the war years. This al- 
lows us to more clearly appreciate any transfor- 
mations of the aura m crisis. In what follows, 
some key developments in the history of  ac- 
counting in Germany are interpreted as con- 
stitutmg its aura, t.e. its perception as a neutral, 
objective, independent and fair representation. 
It becomes clear that such an aura was in place 
by the start of  the war Accounting was sup- 
ported by the state and had legal authority. 
Moreover, in this context, a concept  of  secrecy 
was given legitimation as a worthy principle 
rather than as a malpractice. And the form of ac- 
counts presented in the newspapers and at gen- 
eral meetings of  shareholders typtcally en- 
hanced their aura. Addttaonally, accounting had 
become associated with a body of knowledge 
and expertise whmh also helped to bolster the 
accounting aura. 

Accounting as state-supported legal authority 6 
Until late into the nineteenth century, there 

was no unified German state in the legal sense 
but rather a collection of  smaller German speak- 
mg states. While vying with each other for poht- 
ical supremacy, however, these states were in- 
creasingly drawn together through a fear of  Aust- 
ria-Hungary, through the leadmg role played by 
the military power of  Prussia and through the 
growth of  commerce  and trade Further, m 
1834, the Customs Union developed to facilitate 
thts process through the harmonization of com- 
mercial practice ( c f  Anderson, 1979; Forrester, 
1984; Vermeil, 1969; Barth, 1953). 

A French mfluence upon accounting through- 
out what was to become the unified Germany ts 
evident before the nineteenth century, and this 
played a crucial role in the estabhshment of a 
state-supported legal basis to accounting In 
bookkeeping practice, French writings, datmg 
back to the late seventeenth century, were inf- 
luential m the development of  commerctal 
codes governing accounting records Such de- 
velopments superseded the tradtttonal commer- 
cial bookkeeping practices of, for example, the 
Hanseatic merchants (Forrester, 1984; Barth, 
1953). Napoleonic power  over German states, 
including Prussia, reinforced these develop- 
ments and the Prussian code introduced m 1794 
was clearly influenced by the French Code Sav. 
ary  and the 1673 Ordonnance de Commerce 
(Barth, 1953, pp 65---66) The French develop- 
merits were motivated by state concerns over 
taxation and credtt and the latter concern  had 
already suggested conservativism as a principle 
in accounting. In 1807 a variant of the French 
Code de Commerce was adapted m most German 
states. This regulated public companies by 
requiring state permission for their foundation 
(Burchard, 1931 ). Subsequently, the 1861 Prus- 
sian commercial code (the Allgemeines 
Deutsches Handelsgesetzbuch) became the 
model Tor the harmomzatton of accountancy 
practice by compames throughout the German 
Customs Union. Such developments were con- 
sistent with French law m that they were no! 

~' Aithusscr ( 1971 ) m a well-known definmon, treats the state as including all practtces with the authority to obtam the 
consent of the people through thetr appearing neutral and mdependent Accounting is integral to such practices but is clearly 
focused upon m relatton to broader practices In thts study 
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concerned to require accountmg disclosure in 
the broader pubhc realm (i e to an audience 
beyond the state and private interests), in sup- 
port of a prmctple of privacy (c.f. Miller, 1987) 
This French influence represents a key develop- 
ment m the formation of the accounting aura m 
Germany, however, since a relationship be- 
tween the state, legislation and accounting prac- 
tice was effectively established. 

On the unification of Germany tn 1871, econ- 
omic pohcy became the central feature of politi- 
cal debate, the concern to mdustrxaltze being 
paramount. Iaberals and conservatives consti- 
tuted the two major pohtical forces m though m 
the context of a growing labour movement.  
The liberal years from 1869 to 1873 became 
k n o w n  as t he  G r u n d e r z e i t  ~ many large 
banks and companies were founded by share 
issue during this period (Hardach, 1980; 
Wlnlder, 1979). As a result ofliberahst pressure, 
a law (the B u n d e s g e s e t z  uber  d ie  K o m m a n -  

d i tgese l l schaf ten  a u f  A k t i e n  u n d  d ie  Ak-  
t i engese l l s cha f l en )  ~ the forerunner of the Ak-  
t i e n n o v e l l e  (the subsequent pubhc company 
law) - -  had been introduced tn 1870, to revise 
the 1861 code with respect specifically to the 
pubhc companies (Barth, 1953, pp 71 -75 )  The 
1807 rules requiring state approval of company 
foundation were thereby relaxed (Burchard, 
1931). In this period of capitalist expansion, 
members of the nobility lent support to several 
company formations Scandals ensued, however, 
as it became apparent that many issues were ex- 
cessively overvalued This was in the advent of a 
crash m share prices accompanied by an rater- 
national recession (with harsh consequences for 
working people - -  see Grebing, 1985, pp 52 -  
53) It was in this context that a German tradi- 
tion of accountmg evolved which was effec- 
tively a further enhancement of the French ap- 
proach - -  since the state extended its regulation 
of accounting practice The 1870 code had not 
rigorously specified valuation rules such as re- 
quiring historical cost or forblddmg the state- 
ment of investments and stocks at a sum higher 

than the lower of cost and market value ( the 
N t e d e r s t w e r t p r i n z i p )  T h e s e  valuation frame- 
works were subsequently introduced tn re- 
sponse to the scandals, in articles 239b and 185a, 
1 and 2 of the 1884 A k t i e n n o v e l l e  (Barth, 1953, 
p. 156; Passow, 1919,pp. 29 -30  and p 59) 

The revised A k t i e n n o v e l l e  also laid down the 
requirement for public companies to disclose 
accounting statements to the public (without 
the need to attach any written report)  These 
statements consisted of  a balance sheet and a 
profit and loss account, the latter being based on 
the French law of 1867 (Barth, 1953, pp 71-75,  
Passow, 1919). Disclosure had to be made 
through newspapers, the major mass medsa of 
the time The accounting statements also had to 
be sent to the Trade Registry (Klausmg, 1931, p 
746) If shareholders wanted a copy of  the re- 
port, they were entitled to one, two weeks 
before the general assembly of the company 
met The commercial environment was effec- 
tively made less liberal - - w i t h  extended pubhc- 
ity requtrements, additional legal obhgations on 
the part of the managing and supervisory boards 
and regulations giving greater protection to the 
small shareholder (Burchard, 1931, p 685)  The 
shareholders' rights (e  g to challenge account- 
ing numbers)  at the general assembly were in- 
creased. Such rights from 1884 could be exer- 
cised with just 10% of the shareholders agre- 
eing, which represented a reduction on the pre- 
vious requirement In addition, any shareholder 
could appeal against general assembly dectslons 
(Barth, 1953, pp. 7 1 - 7 5 )  Thus, by 1884, the 
state-supported legal underpinning was firmly in 
place and accounting communicated to a public 
realm 

The fuller nature of the developing linkage be- 
tween accounting, law and the state can be ap- 
preciated by focusing upon the relationship be- 
tween taxation, dividends, and the accounting 
representation Subsequent to the economic dis- 
turbances of the 1870s, a concern of the state 
was to ensure the accumulation of real capital 7 
It seems reasonable to conclude that the ac- 

7 Althusser ( 1971 ) ts echoed here, since his analysts saw the state (m its broadest sense) as bemg concerned to enhance the 
process of capital accumulation 
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counting report was used, in this context, with a 
wew to preventing an excessive distribution of  
capital. This aim was to be achieved by linking 
the dividend to the same accounting numbers 
upon which taxation was based Hence a dis- 
tribution to shareholders implied a distribution 
to the state, thereby encouraging retentions for 
investment Thus the tax legislation of  1874 
reinforced a close linkage between tax and ac- 
counting This linkage has broadly continued up 
to recent times (Beeny, 1975; Wysocki, 1983; 
Nobes & Parker, 1985) 

The dividend was tied to reported profit by ar- 
ticle 217 of  the 1884 Aktiennovelle (Barth, 
1953; Passow, 1919) Dividends had a greater 
weight attached to them relative to more  mod- 
ern times since shareholders preferred im- 
mediate cash returns to any uncertain future 
capital gains, given the relatively undeveloped 
nature of  the stockmarket (Baehrlng, 1985). 
Thus the accounting representation was an im- 
portant mechanism for mediating the distribu- 
tion of  wealth between the company and the 
state and between the company and its sharehol- 
ders There were comparatively few disputes 
over taxation and dividends relative to German 
business operations as a whole ~ certainly there 
was little at stake tn company taxation and, as is 
expanded below, the state encouraged a conser- 
vative approach to distributable profit for all 
purposes Disputes that did occur, however, led 
to a further enhancement of  the legal dimension 
to the accounting aura This was because the in- 
volvement of  the courts and the contribution of  
case law was necessitated, g~ven that there was 
little detailed prescriptive legislation on how the 
basic valuation frameworks were to be appplied 
(Barth, 1953, p 48)  As case law decisions fed 
back into practice the depth of  the legal basis to 
the accounting aura would be significantly en- 
hanced 

The state and the law and their support o f  the 
secrecy principle governing corporate 
disclosure 

The extension of regulation in 1884 had rep- 
resented a divergence, to some extent, from the 
state's regulatory tradition of  fostering secrecy 

and "conservative flexibility" in respect to ac- 
countmg The 1884 code was modified, how- 
ever, in 1897, where it was stated, for example, 
that appeals agamst decisions of the general as- 
s e m b l y - -  concerning perhaps alleged excessive 
depreciation or transfers to reserves - - w o u l d  
only be valid where 5% of shareholders were un- 
Ited in complaint (Barth, 1953, pp 7 1 - 7 5 )  Simi- 
larly, the general requirement for 10% of 
shareholders to agree m certain procedures was 
increased to 20%. Thus underlying preference 
for secrecy (or  confidentiality) was reinforced. 
This illustrates how much secrecy was encour- 
aged and considered to be a matter of  legitimate 
concern ~ accountmg disclosure to the public 
being a restricted domain 

Thus, at the outset of the war, accountmg rep- 
resentations were regarded as a basic check on 
credit worthiness rather than a basis for in- 
formed investment decisions (Abel, 1971). In- 
deed, a major reason behind many of  the state's 
extensions of regulations m 1884 was toprotect 
creditors in accordance with the philosophy 
whereby only overvaluation ~ as opposed to 
undervaluation - -  was to be prohibited (Merker 
e ta l ,  1965). The position of the banks, who had 
access to inside information due to their owner- 
ship interests in companies and representation 
on their supervisory boards, further encouraged 
the growth of  secrecy and conservatism as the 
dominant principles governing disclosure in the 
public realm. By the turn of the century, banks 
had developed their own auditing firms, the 
Treut~ndgesellschaften, in this context  (Abel, 
1971, p. 33; van Dien, 1929, p. 414), reinforcing 
their access to inside information This reflected 
their control over much of  German mdustry 

Analysis of  German interpretations of ac- 
counting debates suggests that such secrecy was 
positively supported as a means of  protecting 
the enterprise from excessive distribution of 
capital to "outside parties" such as employees, 
shareholders (especially as a result of pressure 
from minority holdings) and (of  less signifi- 
cance), the state. The German academic lawyer 
Dietzen (1937),  in an historical review, stresses 
the role of  the secret reserve in this respect The 
crucial point to make here is that the state itself 
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supported secrecy While the Government com- 
mittee revising the 1861 code had considered 
tightening the rules on the carrying of  secret re- 
serves by shareholder agreement - -  by requir° 
mg at least 75% shareholder support - -  the re- 
quirement for 50% remained in the 1897 re- 
vised code, the Handelsgesetzbuch fur  das 
Deutsche Reich (Buchard, 1931 ) Fears over the 
excess distribution of  capital reflect the aim of  
the state to foster real capital accumulation. 
Klausing (1931, p. 746) points out that manage- 
ment itself, through fear of economic conse- 
quences and competitive effects, were con- 
cerned to ensure a regular and conservative di- 
vidend policy through income smoothing with 
the aid of secret reserve accounting 

Secrecy in the public realm is also a poten- 
tially important factor in mediating the distribu- 
tion of wealth between capital and labour and a 
broader interpretative analysis should include 
the importance of the reception of accounting 
statements by the workers'  movements 
Socialism was a strong and growmg movement  
m the world prior to the First World War and 
much thought was being given by pohttcal ac- 
tivists as to how to orgamze workang people 
under its banner. In Germany, this is likely to be 
of  significance, since Germany was considered 
to have the most advanced and developed body 
of soclahst thought and no less than four and a 
half milhon Social Democrats - -  thought to be 
the largest contingent of active sociahsts in the 
world (Marcy, 1984) It is clear that even revolu- 
tionary leaders such as Luxemburg and 
Iaebknecht were informed about the language of 
accounting, at least to some extent, as we shall 
elaborate Unions were orgamzed by industry 
with the two major aims of increasing pay and re- 
duc ingworkmg hours From 1885 to 1910 it has 
been estimated that the unions had managed to 
approximately double the incomes of workang 
people m real terms. Strikes increased signific- 
antly in 1914 m accordance with general union 
aims but this trend was largely arrested with the 
onset of war (Grebmg, 1985, pp. 69-70) .  One 
would not necessarily expect, in accordance 
with the theoretmal exposition here, direct evi- 
dence that accounting played a role on behalf of 

capital in any pre-war conflicts between capital 
and labour Yet clearly, to the extent that ac- 
counting representations were perceived as ex- 
pertly derived statements with legal authority, 
they can be presumed to have effectively played 
such a conflict-resolving role where the masses 
were uneducated about the poor  quality of ac- 
counts and had no effective guidance to ap- 
preciate alternative insights 

Thus "secret" reserves had a positive connota- 
tion in the language and understanding of the 
state and the powerful bankang financiers and 
there is no ewdence of them having any negative 
connotation in the public realm. Indeed the con- 
struct used - -  that of"Sttlle Reserven" - -  ts more 
literally translated as "quiet" reserves rather than 
secret reserves, and a German interpretation 
would put the stress on confidentiality and pri- 
vacy rather than secrecy, although this mode of 
accounting clearly contributes to a less than 
open disclosure policy. And the common com- 
pany practice of keeping (private) accounting 
records, has been termed "secret" bookkeeping 
in a German context  (van Dmn, 1929) This 
again suggests that "secrecy" would have been 
generally expected rather than being wewed as 
a dubious or unethical practice. 

In this context, the law allowed and encour- 
aged secret reserves m the broader sense (e  gr 
through the valuation rules of historic cost and 
the Niederstwertprtnzzp) of emphastzmg under- 
estimation and conservatism (Klausmg, 1931, p 
746; Dietzen, 1937; Passow, 1919, p. 62; Schmidt, 
1929, 1931 ). Klausing ( 1931 ) specifically suggests 
that secret reserves were created by the applica- 
tion of the Niederstwertpnnzip, the historic cost 
principle and by the vagueness of regulations sur- 
rounding depreciation pohcy - -  article 185a, 3 of 
the 1884 Aktionnovelle stipulated that fixed assets 
could be stated as cost or market value providing 
an amount for wear and tear was put aside (c.f. 
Barth, 1953; Passow, 1919, Isaac, 1931) While 
the law formally allowed the tradition of secret 
reserve budding m circumstances only where to 
account otherwise would threaten company survi- 
val, and not, for example, to control dlwdend 
(Klausing, 1931, pp 748-749) ,  such a basically 
subjective provision was generally ignored. The 
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Niederstwo~prinzip was rei terated in section 
261 of the 1897 code. Thts 1897 code, which re- 
tamed much  of  the 1884 Akt:ennovelle built 
mto  it virtually unchanged, was still applicable 
in 1918 (Barth, 1953, p 61; Hoffmann, 1920) 

Apart from the establishment of  secrecy as a 
principle of  accounting law, a general reason 
why any state policy might be accepted  by many 
would have been the phenomenal  success of  the 

I German economy  associated with the state-led 
industrial policy The organtzed capitalist sys- 
tem as theorized by Hilferding ( 1981 ) with the 
tight tie up be tween  industrial and finance capi- 
tal ( m  contrast  to the position m Great  Bratain 
(c.f. Ingham, 1985)), really secured firm roots 
from this t ime The state itself took a lead in 
financmg industry and furthering the mdustrtal 
revolution Gradually, the banks, with cen- 
tralized investment funds from dtspersed 
sources, assumed the leading role within the 
f ramework of  state policy (c.f. Armstrong, 
1987) The banks - -  as they sttli do m the Fed- 
eral Republic of  Germany ~ dominated the 
Stock Exchange as the major  brokers and in- 
vested in and lent directly to mdustry,  taking a 
role in its admimstrat lon and securing a position 
of  trust with the public (c.f  Baehring, 1985). As 
well as the phenomenal  economic  growth that 
became associated with this arrangement,  Ger- 
many also had effectively appeased the growth 
of  mass socialist feeling with an early usage of 
welfare p rogrammes  The 1874 Sayon Tax Act 
was one of  the first mstruments  for pursuing 
,such programmes  and had been introduced to 
help stabdize the social system - -  a major re- 
sponse to the economic  troubles of  the early 
1870s For many this would have s trengthened 
the image of the state as "caring", moral  and 
legitimate Thus accounting can be satd to have 
been firmly suppor ted  by a legal authority and 
by  a state that was itself widely suppor ted  such 
that the rather  misleading and secretave report-  
ing practices preserved thear aura 

The form of  the accounting representation 
The form of the accounting representataon in 

itself conceivably sagnificantly enhanced the 
authority of  accounting reports  These reports  

appeared in the newspapers  as T-form balancing 
statements - -  usually m a highly condensed 
form - -  conveying a semblance of  an unprob- 
lematic order  In this way they fitted very well  
the concept ion of the accounting repor t  that 
Aho (1985)  argued was significant in legttimat- 
ing profit-making as just, fair and reasonable in a 
different socio-pohtical and historical context  
Clearly the form of  the accounting representa- 
tton (which arguably also reflects the sort  of  
order  and discipline so tmportant  to the Prussian 
military hegemony)  can be considered to bols- 
ter further the legal support  in this context.  The 
balance sheet  consisted of  basic classifications 
of  assets, liabilities and various equity accounts  
The profit and loss acount  was usually presented 
in a very condensed and aggregated form (again 
as a T-form balancing statement).  All were  pre- 
sented in the form of"facts and figures" m money  
terms. This form of  the accounting representa- 
tion would have arguably enhanced the percep-  
tion of accounts as neutral and objective. 

Accounting as expertise with a knowledge base 
Much of the growth in an awareness that ac- 

counting possessed a knowledge base requiring 
expert tse  developed in the process of  the grow- 
ing association of  accounting with the legal ap- 
paratus. Of  particular relevance here  are the case 
law rulings already ment ioned There were  
other  developments,  however,  that are wor th  
noting in thas context  the growth of an as- 
sociated auditing pract ice and the study of  ac- 
counting in institutions of  higher education 

By 1914 the law, as well as allowing sharehol- 
ders to agree the profit  and loss account, balance 
sheet and dividend by simple majority, also al- 
lowed them (but  did not oblige them ) to appoint 
auditors (Klausing, 1931, p. 735). From 1900, 
Chambers  of  Commerce  became empowered  in 
most  of  the German regions to swear and ap- 
point  auditors, something previously left to the 
law courts. The major  association whose mem- 
bers could be  called upon to carry out the audit, 
apart from the bank auditors, was the Verband 
Deutscher Bucherrevisoren, formed in 1896 
(van Dien, 1929). The a t tachment  of  a notion of 
"professional" auditor as a means for the control 
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of the quality of the accounting representations 
was thus already fairly well developed by the 
outset of the First World War. Audmng was seen 
to require commercial expertise and was effec- 
tively delegated by the law courts in this con- 
text. 

The German policy to bring about rapid indus- 
trialization in the latter half of  the nineteenth 
century was also accompanied by the establish- 
ment of many institutions of higher education 
for the promotion of business economics (Bet. 
riebswirtschaftslehre), including accountmg 
(Rechnungswesen) Accounting was established 
in many German universities by 1914 (c.f 
Locke, 1984; Abel, 1971, McCleUand, 1980) In 
addition, accounting was integral to the com- 
mercial law studied in Germany This would also 
have contributed to the perspective whereby ac- 
counting was seen to depend on a technical arid 
expert knowledge base 

In sum, the aura of accounting in the public 
realm was firmly in place by the outset of  the 
First World War This was consututed through 
the influence of developments in France, re- 
sponses by the new German state to economic 
disturbances in early 1870s and through the re- 
lationship between accounting, dividends and 
taxation The form of the accounts contributed 
to the constitution of their aura Accounting was 
also regarded as requiring expertise and a 
knowledge base Apart from the association of  
accounting with the law, we have pointed to the 
development of auditing and the inclusion of ac- 
counting on the syllabuses of institutions of 
higher education as evidencing such a position 
In such a context the misleading and secretive 
accountmg practices in the broader public 
realm (i.e for the masses or malority of the 
people), were effectively legitimated Such a 
legitimation was enhanced by the stability and 
progress seemmgly engendered by the state it- 
self up to this time through its pohcies Thus the 
accounting representation appearing in German 
newspapers arguably possessed an aura, as we 
have interpreted it here, by 1914 

THE THREAT OF WAR PROFITS IN GERMANY 

Germany m the early years of the war 
In the earlier war years there was little change 

in the regulatory environment of business Ger- 
many was slower than Britain to develop a war 
economy voth greater state control and did not 
give equivalent powers to a Ministry of Muni- 
tions (c.f Hardach, 1980; Marriner, 1980) It was 
not until late 1916 that the German War Ministry 
established the Kriegsamt (War Office) - -  to 
place tighter regulations on the movement  of  
war supplies m and this move was lmtiated by 
industry to miprove the co-ordination of econ- 
omic activity (Baudis, 1978, p 289; Baudis & 
Nussbaum, 1978; Lucas, 1976, p. 137) The 
Kriegsamt was unable to exercise much control  
over industry and indeed effectively appears to 
have had such an intention Moreover, the gen- 
eral philosophy of the pricing of war production 

the Hindenberg programme - -  was that tight 
control of pricing was to be properly sacrificed 
to the giving of incentives to industry to encour- 
age production (Baudis, 1978, pp 290-300) .  
Hence key aspects of the regulation existent in 
the pre-war economy continued into the war 
period. Yet, clearly, the socio-political context 
of that regulatory activity was changing, given 
the emergence of  a crisis. A critical analysis of 
newspapers, company proceedings and p a r -  
liamentary pronouncements  and debates was 
thus undertaken, in order to reveal insights into 
changes in the auratlc dunension of accounting 
in this changing context 

War profits, accounting techniques and the 
furtber promotion of secrecy 

The war became very profitable for many Ger- 
man companies The state began to realize that a 
reception of high profit figures in the public 
realm might meet with extreme disapproval. It 
was feared that this might result in a critique of 
the morality of the state and antagonize workers 
and soldiers (Hoffman, 1920, pp 4 - 5 )  There 
was an increase in the activity of creating secret I 
reserves throughout the war years by companies 
whose economic interests were bound up with 
the war It was because profits were so high, note 
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some commentators,  that industry and the state 
effecttvely colluded in seeking to hide them 
(Bartel, 1958, p. 340; Hoffman, 1920). The 
state thus supported a further promotton of  sec- 
recy. The mcreased concern to hide profits 
through secret reserves and other accounting 
techniques was an extension of  traditional prac- 
uces ( Hoffman, 1920). 

The potential problems of war-time 
heaghtened the tensions underlying such a 
policy with respect to accountm~ however  The 
war had consequences for the entire nation and 
was shocking and terrible an nature It placed 
prevaously unknown strains on the German 
economy and ats socaal fabric (Hardach, 1980) 
One tension facing the capatahst accumulation 
process was the conflict of  interest between 
making war profit and achaevmg military victory 
to the extent that any profit was tdenttfied as 
such wtthm the accounting representation, this 
increased the likely stze of  the diwdend distribu- 
tton (and the tax charge, although thts was not of  

great slgntficance), depleting producttve war 
capital. Under such conditions, tensions over 
dastribuUon between industrial management 
and shareholder groupings threatened to be sub- 
sumed into potentially more significant con- 
flacts, between capital and the state and between 
capatal and labour, whether  fighting on the 
battlefield or working an the factories While citi- 
zens were making enormous sacrifices, where 
there was a shortage of  food, mass carnage and 
increased poverty, profiteering could not be 
well received by the public. Even in an article in 
a conservatave banking journal (Bankhaus Gebr. 
Amhold, 1917) it was hlghhghted that only a 
small p roporuon of the populauon participated 
in war profits while most others had problems 
managing to ensure basic provision for them- 
selves The development of  a widely held accep- 
tance that capltahst explottauon had been an on- 
going feature of  the war economy contributed to 
a threat to and endangering of  the fundamental 
nature of  the capitahst system (Harman, 1982). 

At the company level, there were equivalent 
tensions emanating from the disclosure of  war 
profits. In additton, the accounting representa- 
tion continued to play a role m the capitalist ac- 

cumulataon process. Thus German company ac- 
counting practmes would have reflected con- 
cerns over potential increases in wage demands 
from workers (which had ancreased stgnificantly 
in 1914 prior to the war (Grebing, 1985)), a de- 
sire not to stimulate the attention to the tax au- 
thortties and a conern not to make excessave das- 
tribution to shareholders (Hoffmann, 1920, pp 
5 - 7 )  Several commentaries of the time hagh- 
light possible addational motavations and 
rationales behind particular accounting apphca- 
tions durmg this period. Meusel (1918),  writing 
in a tax journal, stressed two major factors In the 
first place, many companaes were contracted to 
supply the state with war materials and may have 
been motivated to manipulate cost figures up- 
wards (increasing the stze of  subjective provi- 
saons) so as to report no more than a moderate 
level of profit thus enhancing bargaining power 
in respect of  price setting on subsequent con- 
tracts Secondly, Meusel reports that the state 
was considering taghtemng the rules with regard 
to the taxation of  war profits wfuch, leavmg 
aside the practicalities of  applying such propos- 
als, could have provided a further motivauon for 
secret reserves and the hiding of profits m other 
ways (Hoffman, 1920, p 10). Another commen- 
tary, in a major industry journal (Zeitschriftfur 
Aktiengesellschaflen und Gesellschaften mit" 
beschrankter Haftung, No 8, May 1917, pp 
130--131 ), also suggests several motavattons for 
the "common" practtce of creating secret re- 
serves. Here appeal was made to the tradations of 
pre-war practices. Secret reserves, at was noted, 
for example, were given explicat legal approval 
and understatement had become part of  custom 
and tradational practice Yet, the commentary 
pointed to extra pressure - -  with the stock mar- 
ket being suspended as at was during the war (c.f. 
Baehring, 1985) - -  for shareholders to press for 
dtstribution in the absence of any capttal ap- 
preciation or takeover possibahttes Finally, at 
was noted that the Chambers of  Commerce had 
tended to support secret reserves and to attack 
shareholders as being motivated by short term 
gain. Thus, there was arguably a complex of 
motivataons for "hading" profit In pursuit of  tilts 
aim two main methods were employed Ftrstly, 
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various conventional  techniques of secret  re- 
serve accounting were  utilized. Secondly, rights 
issues of shares were  often made to existing 
shareholders at an amount  less than nominal 
value in order  to wipe out  accumulating re- 
serves - -  as these became a focus for conflict 
Such share issues, whether  at less than nominal 
value or not, also had the effect of  reducing the 
d iwdend rate, commonly  repor ted  m the pub- 
fished accounts and in the business sections of 
newspapers.  Further analysis of  conflicts be- 
tween management  and shareholder  groups, as 
evidenced m reports  in journals and news- 
papers, sheds further light on the recept ion  of an 
increase in such pract ices which impinged upon 
the quality of  disclosure Such received under- 
standings spht over  into broader  concerns  and 
began to touch a wider  public  

AN EMERGING CONCERN 

Tensions between managers and shareholders 
over secret resenms accounting 

There were  numerous cases repor ted  in iour- 
nals and m the press in this per iod  where  groups 
of  shareholders were  ci ted as object ing to an un- 
ders ta ted profit  figure. Such groups felt that, 
given the level of  company profitabili ty in their  
eyes, they were  being cheated out  of a dividend 
through the manipulation of accounting num- 
bers  Direct  "hiding" ofaccount ing  profit  was ac- 
complished by various techniques of secret  re- 
serve accounting - -  often involving an exagger- 
ated deprecia t ion charge In July 1918 it was re- 
por ted  in the Zeitschrift fur  Aktiengesellschaf- 
ten und Gesellschaflen mit  beschrankter Hal- 
tung (No 10,July 1918, p 147) that a group of 
shareholders,  annoyed at the condensed  nature 
of the accounts, had managed to push through a 
demand reqmring their  company to prepare  a 
detai led breakdown of assets It turned out  that 
the company had even included in the asset fig- 
ure, land, purchased during the year, at a value 
lower than cost price Of interest is that the 
journahst here excused the company in the context 

of its "magnificent war efforts", In the Kolnische 
Volkszettung und ttandelsblatt (9th  March 

1918, see also reports on the 16th and 25th 
March 1918), a cour t  case was repor ted  In 
which a shareholder  had argued that his com- 
pany had created excess reserves in o rder  to 
manipulate repor ted  profit  downwards  He de- 
manded a dividend of  30% rather than the 20% 
proposed  by management.  The defence of the 
company was a common one Management 
argued that there  was a need to provide for the 
post-war re-adjustment  The shareholder  won  
the case however ,  thereby increasing the divi. 
dend due to him. 

Two additional reports  m the same newspaper  
are further illustrations of a growing tension be- 
tween corpora te  management  and some groups 
of shareholders  over  distr ibution (12th  May 
1918 and 25th May 1918). In the first, a gunpow- 
der  factory, the Deutsche warren, und 
Munttionsfabrik, had been  at tacked by share- 
holders  because of  their  secret  reserves ac- 
counting. At an extraordinary meeting, the 
shareholders dec ided  that the balance sheet  had 
been  cons t ruc ted  so as to hide profits The direc- 
tors here  a t tempted to excuse  themselves by ar- 
guing that companms during the war  could  not 
maintain the usual repor t ing  standards. When 
some of  the shareholders  took this case to court ,  
they found the l awon  the side of the directors.  In 
the second example,  another  group of sharehol- 
ders con tended  the exis tence of h idden profits. 
Here it is of  siguLficance that the journahst was 
prepared  to attack current  repor t ing pract ices 
and argued that the balance sheet  should be 
comprehens ib le  to laymen In the repor t  of 
many such cases, which threatened the aura of 
accounting but  were  confined at this stage to the 
business sections of  newspapers,  a growing 
cri t ique of  accounting and repor t ing pract ice 
emerged  The Rheinische Zeitung (8th  January 
1918) contained an article analysing accounts  to 
illustrate how deprecia t ion had been  exagger- 
ated. Yet at this stage a concern  over  accounting 
pract ices was relatively constrained and con- 
fined effectively to more  inside circles. The 
cri t ique was made from the perspect ive of busi- 
ness investment and there was no at tempt  to link 
accounting pract ices to the hiding of war  profits 
as such 
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Further latent tensions, share issues to wipe 
out  reserves and/or deflate reported dividend 
per share 

The issuing of  share capital at an amount less 
than nominal value, in order to wipe out re- 
serves, also featured as a discussion point in 
some business reports Again this was initially 
not a widely held understanding in the public 

realm. The Zeitschrift fur  Aktiengesellschaften 
und fur  Gesellschaften mi t  beschrankter Hal- 
tung(No. 1, October  1917, pp 3--4)was clearly 
concerned about the reception of  such a prac- 
tace The editorial of  this journal mamtained that 
industrial management genuinely wanted to 
raise capital They attempted to dismiss argu- 
ments that share issues were made so as to wipe 
out levels of  reserves or so as to effect the disclo- 
sure of  a lower davidend rate m another conse- 
quence of  such a share issue It has, however, 
been well argued in the German literature that 
the actavity of  disclosing seemingly low profits 
through wiping out excess reserves and reduc- 
ing the disclosed davidend rate was common  
practice, especially through rights issues, 
and that this was a major motivation in the 
latter years of  the war (c.f. Klausing, 1931, 
pp 754-755,  Hoffman, 1920) The malor illust- 
ration of  this practice - -  at least for the case of 
deflating the dwadend r a t e - -  can be found in the 
case of  Datmler (Hof~aan, 1920) 

The Kolnische Volkszeitung reported, on the 
28th April 1918, consastently with the develop- 
ing press interpretation of  "malevolent prac- 
tices", that a company was seekmg to increase its 
share capital from 13 million to 18 million 
marks, after two increases of  capital in the same 
month ( on the 17th and 21 st April 1918). One of  
the shareholders spoke up (but  against the tide) 
arguing that the company had more than enough 
capital and that the only purpose behind the in- 
cremental assue was to dilute dividends The re- 
porting journalist was similarly crtticai m this 
case. In the Berliner Tageblatt und Hand- 
elszettung (7th June 1916), the KolnerPulver- 
gruppe, a gun powder  factory, was "accused" of 
making a rights issue "at a discount" in order to 
keep the dividend low. Here, we find the repor- 
ter, as well as being prepared to publish the 

story, expressing the view that he believed the 
transaction had been made to fool the public and 
ctatictzing the company from a moral point of 
view, underlining this by pointxng out that the 
company was makmg surplus profits out of  the 
war while many German people were having to 
sacrifice their laves fighting at 

A developing broader concern 
According to Baudis (1978, p 300), the mas- 

ses of  the pubhc became aware of the increased 
profits of the armaments mdustry and of other 
profiteers taking advantage of the war to in- 
crease their wealth. This engendered concerns 
about morality and the pohtlcal system More- 
over, the revolutionary forces such as the Sparta- 
cists, put more effort into arguing that the real 
motivation for the war was a capitalist one 
(Baudis, 1978, p 320, Marcy, 1984) Karl 
Liebknecht, for example, stressed in his public 
speeches that the real traitors of Germany were 
the armament companms, the large banks and 
the landowners (Bartel, 1958, p 320). Es- 
chwege ( 1917, p 343), even writing in a conser- 
vative banking iournal, claimed that the reason 
for keeping reported profit low was the fear of  
the effect upon worker  morale and mouvatlon 
that disclosure of  a high profit would have He 
maintained that it was not just to ensure the re- 
tention of  capital by agreeing lower dividends 
for the shareholders. Singer ( 1918, p. 117) was 
concerned that the enormous redistributions of  
wealth, usually necessary m a war, had been 
exaggerated through the organization of  army 
supphes. 

Press reports concerned to expose further the 
link between secret reserves and war surpluses, 
coupled this with an explication of  the share 
issue practices The state had tried to pre-empt 
these concerns to some extent On the 4th 
August 1914, in a Verordnung, it was stated that 
the state had to approve any increases in share 
capital before they could go ahead Reports, 
however, argued that this was not very effective. 
One difficulty was understood to be bureauc- 
racy (another  may have been comphci ty)  with 
the approval of  the state having to be accom- 
panied by the approval of  the Reichsbank (c.f 
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Frankfurter Zeitung und Handelsblatt, 6th 
N o v e m b e r  1917; Kolmsche Volkszeitung und 
Handelsblatt, 3rd, 4th, 5 th  and 15th March  
1918)  

The  var ious  p rac tmes  imp l i ca t ed  in the  build-  
ing o f  s ec r e t  r e se rves  t h r o u g h  ma jo r  wr i te -  
d o w n s  b e c a m e  o f  c o n c e r n  to  the  s ta te  as a resul t  
o f  a mountang  p u b h c  c o n c e r n  du r ing  the  la t te r  
s tages o f  the  war  O n  3rd  March  1918, the  Ger-  
man  Finance  Mtmste r  spoke  ou t  against  such  
p r a c t m e s  and sugges ted  the  posstbi laty of  an ex-  
cess  prof i t  tax. Indus t ry  r e s p o n d e d  that  no rma l  
d e p r e c i a t t o n  charges  w e r e  m a p p r o p r t a t e  s ince  
they  u n d e r  p r o v t d e d  for l ikely pos t -war  falls m 
specif ic  asset  values  (Zeitschn'ft f u r  Ak- 
tiengesellschaften und fur  Gesellschaften mit  
beschrankter Haftung, No 1, O c t o b e r  1918, p 
5)  Thus  a tens ton  b e t w e e n  the  s ta te  and  indus-  
t ry  was  e m e r g i n g  m the  raptd ly  de t e r i o r a t i ng  
st tuataon on  the  w a r  f ront  Indeed ,  in 1918 the  
w a r  g o v e r n m e n t  b r o u g h t  f o rwa rd  a tax  p roposa l :  
the  war  tax  law. The  Kmegssteuergesetzfur das 
vierte Kriegsjahr encapsu l a t ed  the  a im of  tax ing  
an e l e m e n t  o f w a r  prof i ts  ThePreussische Ober- 
verwaltungsgerichtshof (an appea l  c o u r t  deal-  
ing wsth t axa t ion  m a t t e r s )  had  b r o u g h t  p r e s s u r e  
ea rhe r  for  a s t rmte r  tax  r eg ime  m a tax  case  
h e a r d  by  t h e m  m 1917 O n  5th O c t o b e r  1917, 
this  Cour t  s ta ted  that  on ly  those  assets los ing  
"value" on  m m a l  cos t  shou ld  be  d e p r e c t a t e d  for  
tax  purposes .  This  was  fel t  to  b e  o f  g rea t  con-  
c e r n  to  mdus t r t a l  m a n a g e m e n t ,  as r e p o r t e d  in 
the  indus t ry  journa l  (Zeitschrift fi~r Aktien- 
gesellschaften mit  beschrankter Haftung, No. 
2, N o v e m b e r  1918, pp.  2 1 - 2 2 )  

DAIMLER BILANZ 

The Daimler affazr and prior tensions between 
management and some shareholders 

The  Da imle r  Bilanz 8 affair ( r e f e r r e d  to in 
Baudis, 1978, p 303; Hoffman, 1920)  de-  
mons t r a t e s  h o w  the  m e t h o d s  of  a c c o u n t i n g  for 

s ec re t  r e se rves  and the  pur su i t  o f  the  p o h c y  o f  
l nc r ea smg  share  capt ta l  m in o r d e r  to fude w a r  
prof i ts  - -  b e c a m e  m o r e  wtde ly  u n d e r s t o o d  m 
the  p u b h c  rea lm ra the r  than  b e m g  la tent  wt th in  
re la t ive ly  m o r e  ins ide  ctrcles.  It h e n c e  forms a 
basts for an empt r tca l ly  i n fo rmed  focus on  the  
po t en t t ah ty  o f  t r ans format ions  m the  aura  o f  ac- 
c o u n t i n g  m the  p u b h c  rea lm and the  manifesta-  
t ion  o f  any conf l i c t - enhanc ing  po ten t i a l  

T ow a rds  the  end  o f  the  First  W o r l d  War,  a pre-  
v tous  admin i s t r a to r  o f  Da imle r  ( l a t e ly  sacked  by  
the  c o m p a n y )  r e fo rmed  the  G o v e r n m e n t  com-  
mlsmon r e spons ib l e  for the  c on t ro l  o f  a rmy  
supphes ,  o f  ce r t a in  t r r egu la rmes  in the  p n c m g  
po l i cy  o f  Da lmle r  Da tmler  had  b e e n  mater ia l ly  
invo lved  in supp ly ing  the  war  effort. O n  mvestt-  
gat ion,  Da imle r  w e r e  a c c u s e d  o f  war -prof i tee r -  
m g  t h rough  f raudu len t  cos t ing  and p r i c ing  o f  
g o v e r n m e n t  con t r ac t s  The  m a n a g e m e n t  o f  the  
c o m p a n y  mlt ta l ly  d e n i e d  this charge  and made  
things w o r s e  by  p r o t e s t m g  and appa ren t ly  at- 
t e m p t i n g  to  b lackmai l  the  G o v e r n m e n t  
t h r e a t e n m g  that,  if  the  val id  ~mphcat ions  of  the i r  
p r i c m g  p o h c y  w e r e  no t  accep ted ,  they  w o u l d  re- 
d u c e  fu ture  p r o d u c t i o n  ( Berhner Tageblatt und 
Handels-Zeitung, 21 st March  1918)  The  inves- 
t iga t ion had,  h o w e v e r ,  e x p o s e d  m a n a g e m e n t  
and o n  6 th  March  1918 Da imle r  was  t aken  o v e r  
by  the  mth ta ry  and an inves t iga t ion  m t o  the  affaar 
was  ins t iga ted  by  the  Hauptausschuf l--  a com-  
m i t t e e  o f  the  Rezchstag ( t h e  G e r m a n  Parlia- 
m e n t )  m a d e  up  pa r t ly  o f  e l e c t e d  m e m b e r s  o f  
Par l i ament  and  par t ly  by  s e l e c t e d  " e xpe r t  advis- 
ers" ( 8 t h  March  1918)  O n  r ece tp t  o f  a r e p o r t  
f rom the  Hauptausschufl, it  was  then  d e b a t e d  
b y  Par l i ament  stself 

More  s ignif icant ly  here ,  the  scanda l  thus  por-  
t rayed,  m v o l v m g  cos t  m a m p u l a t i o n  m cos t  p lus  
con t rac t ing ,  e n g e n d e r e d  c o n c e r n s  abou t  the  
na tu re  o f  Daimler ' s  d i sc losu re  in the  pub l i c  
realm.  The  a c c o u n t m g  issues invo lved  at this 
level  thus  e m e r g e d  ou t  o f  d i s p e r s e d  c r i t iques  in 
the  bus iness  sec t ions  o f  middle -c lass  news-  
pape r s  to  appea r  on  the  f ront  page  o f  mos t  news-  

8 "Datmler Bdanz" refers to the accounts of Datmler Here it stgmfies the "Datmler accountmg affair" We wish to point out 
that thxs paper ts not meant to constitute an attack on the Datmler company, but ts an historical study m which Datmler 
emerged as a fruitful example 
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papers - -  with a focus upon the Daimler case In- 
deed, Daimler was implicated in allegations over 
the issuing of  shares to dilute reported dividend 
per share and the creating of  secret reserves to 
hide war profits 

Concerns about such accountmg practices 
had already been reflected in attendance levels 
at the annual general meetings which went up 
significantly during the latter half of  the war 
(archival sources, Daimler Archive, Stuttgart) 
Analysts of  the documentat ion preserved on 
company meetmgs at the Daimler archive 
reveals some of  the tensions that had arisen be- 
tween management and some shareholders 
Even before the war some shareholders com- 
plained about the creanon of  reserves, deprecia- 
tion policy and the level of  dividend In respond- 
Ing, management argued that the reason for the 
secrecy had been to avoid the danger of  inform- 
ing competitors and the potentially damagmg 
economic consequences The debate at the 
1915 meeting ts ofpartmular interest. Here com- 
plaints centred around changes m accounting 
policy Some shareholders alleged that the an- 
nual report had been made too abbreviated, with 
many questions concermng balance sheet policy 
and the make up of  net profit being unanswera- 
ble therefrom Motivated by a desire for a higher 
dividend, they asked for an analysis of the depre- 
ciation and reserve items A major complaint 
was that some new buildings had been written 
off in total during the year. This was permissible 
within the "vague" rules of  the law but the con- 
stitution of  Daimler required shareholder ap- 
proval and this had not been given The mana- 
gers stressed the extraordinary nature of  the war 
situation and requested "patience" from the 
shareholders The shareholders decided at this 
stage not to take the matter to the law courts 
(Protokoll  uber die 26. Generalversamm- 
lung der Akt ioniwe der Datmler-Motoren.  
Gesellschafl, 4 May 1985 (Daimler Archive, 
Stuttgart)). 

Questions at the 27th General Assembly of  
Dmmler, on the 17th April 1916, reveal an aggra- 
vated dissatisfaction. A minority group of 
shareholders were adamant in their criticism of 
some of  the accounting techniques They were 

concerned about the level of  aggregation of 
fixed assets - -  arguing that the overall amount of 
depreciation was too high - -  and the excessive 
conservatism and secrecy reflected in the re- 
serve accounting Reserves had been increased 
over the legal requirement. There was even a 
concern that the figure for creditors contained 
secret reserves Shareholders demanded a break- 
down of the "investments" figure which they 
believed was made up of such a diverse set of items 
as war bonds and foreign investments. They main- 
tained that the promise made by the manage- 
ment in the previous year had not been kept 
Management agam invoked the argument about 
the detrimental consequences ofdtsclosure in a 
competitive environment but added to this a call 
for patriotism pointmg out that the only current 
customer was then the military administration. 
Over 10% of the shareholders (as required by 
section 264 of the 1897 code)  were not satisfied 
with this defence and the general assembly 
was deferred. The protestors wanted the 
balance sheet "fully explained" and "corrected" 
arguing that as it stood it was "false" (Protokol l  

die 27. ordentliche Generalversammlung 
der Aktionitre der Daimler.Motoren.Gesell- 
schaft, 17th April 1916 (Daimler Archive, 
Stuttgart)). 

The rearranged meetmg took place on 19th 
May 1916. Here management admitted that sig- 
nificant secret reserves had been set off against 
debtors, that a new building had been com- 
pletely expensed and that the obligatory legal re- 
serve had been aggregated with extraordinary 
reserves. The dividend was mcreased from 24% 
to 28% The shareholders accepted this but, in- 
terestingly, a smaller group still held that man- 
agement were attempting to understate corpo- 
rate wealth so as to appear more legitimate m 
war time. They felt that high profits made were 
not being distributed to the "rightful" claimants 
( Protokol l  uber die 28. ordentliche Generalver- 
s a m m l u n g  der Akt ionare der Daimler-Moto- 
ren-Gesellschaft, 19th May 1916 (Daimler Arc- 
hive, Stuttgart)). 

The meeting of 4th September 1917 is of  note 
as this passed a massive issue of share capital ( the 
largest of its kind during the war (Hoffman, 
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1920, Eschwege,  1917) )  In t e rms  o f  nomina l  

value a rights issue was passed to mcrease  share 

capital f rom 8 mi lhon  re ichsmark  to 24 mi lhon  

re lchsmark  At the  m e e t i n g  it was c o n f i r m e d  by 

the  Reichsbankhaupts te l le ,  Stuttgart,  that  the 

p res iden t  o f  the  Retchsbank had gran ted  permis-  

s ion for an increase  in share  capital  (as was re- 

qu i r ed  by law)  The  ex t raord ina ry  genera l  meet -  

ing to conf i rm the  issue d e c r e e d  that  the  n e w  

shares w e r e  to  acc rue  d iv idends  f rom 1st 

January 1918 This was subjec t  to g o v e r n m e n t  

approval  w h i c h  was actual ly gran ted  as f rom 1st 

January  1918 ( Pro toko l l e  der Verwal tungss i t .  

z u n g e n  der Daimler -Motoren-Gese l l scha f t  

(Da tmle r  Archive,  S tu t tgar t ) )  Smce d i w d e n d  

rates w e r e  publ ic ly  expres sed  as p ropo r t i ons  o f  

nomina l  value, the  share issue had the  effect  o f  
unders ta t ing  the  real  s ignif icance o f  d iv idend  

changes,  apart  f rom a l lowing  profi table  invest- 

m e n t  for the  exis t ing shareho lders  (c . f  Hoffman, 

1920).  Throughou t ,  the  m a n a g m e n t  o f  Datmler  

m v o k e d  a pat r io t i sm in o r d e r  to justify an 

e so te r i c  d isc losure  p o h c y  w h i c h  had s ec r ecy  as 

its major  aim, p l acmg  a res t ramt  on  d w i d e n d s  

w h i c h  w e r e  a l ready abnormal ly  high ( see  Table  

1) 
The  c o m p l a m t s  o f  Daimler ' s  shareho lders  

w e r e  also n o t e d  by Hoffman in a b o o k  speciti .  

cally c o n c e r n e d  w i t h  cr i t ic iz ing the  h id ing  o f  

w a r  profits (Hoffman,  1920, p. 43).  As noted ,  

Hoffman holds  Daimler  up  as the  p r i m e  ex- 

ample  o f  h o w  war  profits w e r e  h idden  and il- 
lustrates h o w  Datmler  put  excess  provis ions  

against deb to r s  ( c l t m g  s o m e  n e w s p a p e r  criti- 

c ism),  grossly unde rva lued  thei r  s tock and m- 
ves tmen t s  and p r o v i d e d  excess  dep rec i a t i on  

(Hoffman,  1920, pp  4 6 - 5 0 )  

On the a f fa i r  b e c o m i n g  p u b l i c  

Analysis o f  the  r e c e p t i o n  o f  the  Daimler  affair 

in G e r m a n  newspape r s  reveals  the  link b e t w e e n  

a c c o u n t m g  and c o n c e r n s  o v e r  tt in the  publ ic  

rea lm O u r  se lec t ion  o f  newspapers ,  the  major  
m e d i u m  dur ing  the  First Wor ld  War, p rov ides  a 

b road  r ep re sen ta t ive  s p e c t r u m  of  the  veh ic le s  

for publ ic  op imon.  9 The  first major  n e w s p a p e r  

to c o v e r  the  Daimler  s tory  was g o r w i w t s  which ,  

on  an reside page  on  8th March 1918 inc luded  a 

shor t  r epo r t  ou t l in ing  h o w  the  mih tary  had b e e n  

b rough t  in to r ep lace  Daimler ' s  m a n a g e m e n t  

This r e p o r t  addressed  the  c o n c e r n s  o v e r  

Daimler ' s  cos t  ca lcula t ions  vo th  r e spec t  to war  

supplies.  The  Daimler  affair thus b e c a m e  m u c h  

w i d e r  pub l ic  knowledge ,  s t imulat ing fur ther  

9 Handbuch der Weltpresse ( 1931 ) classifies the Frankfurter Zettung and Berhner Tageblatt of the time as "independent", 
w'mle they are elsewhere described as being representatives of the "hnksdemocrauscher deutscher Joumahsmus" (Koszyk, 1966, 
1968, 1972), mnmag for a "liberal" approach to newspaper reporting. Both of these newspapers were national and also distri- 
buted abroad. The Frankfurter Zeitung was a paper for trade and industry and catered largely to the tmddle classes (Heenemann, 
1929, Handbuch der Weltpresse, 1931 ) The Vorwarts and Rhemtsche Zettung were representatives of another broad 
classLficatton The Vortvarts and the Rhemtsche Zeitung both supported the Social Democrats Vorwarts was a national 
newspaper distributed abroad while the Rhemische Zeitung was distributed m the large industrial region around the river 
Rhine (Handbuch der Weltpresse, 1931 ) The Kbinische Volkszeitun& was supportive of the Conservative and Catholic 
Zentrum party, a national newspaper dtstrthuted abroad, whose readers tended to be influential members of trade and 
industry circles It ts difficult to obtam full detads of newspaper circulation m Germany during the First World War 
Circulation m ttseff ts not a good indication of readership or reception since stones can be passed on to others, through many 
channels The same copy was often read by many readers The FrankfurterZeitung had three issues every weekday A copy 
of such a paper would often be found m the hotels and coffee houses frequented by all groups m sooety At the outset of war 
the Vortvarts had a circulation of around 160,000 which t t roughly repeated m 1915 By ! 917 the available statistics report 
a circulation of"over 10,000" (there was a lack of data) The Rheinische Zeitung had a circulation of 230,000 at the outset 
of hostthttes and this had actually increased to 245,000 by 1919 The following sets out the number of issues per week 
(Source JahrOu£h der Tagespresse, 1928, Etsfeld & Koszyk, 1980) 

Vortvarts 12 
Rhemtsche Zeitung 6 
Berliner Tageblatt 12 
Frankfurter Zeitung i 9 
Kolmsche Voikszeitung 18 
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TABLE1DtvidendratesofDmmlerasdtsclosedm Vortvar/s, 
9thMarch 1918 

Year Dtvldend Rate 

1909 8% 
1910 10% 
1911 11% 
1912 12% 
1913 14% 
1914 16% 
1915 28% 
1916 35% 

These figures, and the story around them, were included on 
the front page under the mare feature, headhned 'q'he 
Dmmler scandal" The figures are conststent with the archt- 
val material 

media treatment. Significantly, the Vorwarts 
made it the main front page story on the follow. 
ing day (9th March 1918) with the headhne- 
"The Datmler scandal" Other newspapers re- 
sponded The Frankfurter Zeitung ( 10th March 
1918, in its first edition of  the day) and the Kol. 
nische Volkszeitung (9th March 1918) also in- 
cluded the story on their front pages though 
neither as the main feature 

The story was thrust into the public arena 
when it appeared on the front pages of  Vonaarts. 
Its appearance as a major news ttem can be 
traced back to an underlying tension between 
organizing the economy for the war effort and 
profit-making Economic or business sections of 
newspapers were not very effective at convey- 
ing lnformanon to the public at large 
(Heenemann, 1929) The Rheinische Zeitung 
(1 l th  March 1918) included the story initially 
on the reside pages but subsequently made it a 
front page feature. The reporting of  the 
Frankfurter Zeitung was noted by Bartel ( 1958, 
pp 342-345)  who pointed to the paper's em- 
phasis of  the position whereby "even the re- 
ported net profit of [Datmler and other com- 
panies] was higher than [their] share capital". 
The Berliner Tageblatt ( 9th March 1918) appears 
to have kept the story off the front page. This paper 
does, however, portray the problems associated 
with price setting on Government contracts as a 
more general problem rather than confine analy- 

sis to an emphasis on the Datmler case as though 
it was an exception. 

Vorwarts particularly emphasized that 
Datmler was lust one example of  many com- 
panies exploiting the war situation It was the 
same paper which then swttched attention to 
the information publicly available in the form of 
the accounting report  As early as 9th March 
1918, Vorwarts pubhshed the dividend rate of  
Daimler from 1909-1916 derived from previ- 
ously pubhshed accounting reports (Table 1) 
The message portrayed was that dividends were 
increasing alarmingly. 

Vorwarts followed up this feature w,th 
another front page story, under the headline 
"Daimler swindle". This explicitly addressed ac- 
counting and reporting concerns. The report de- 
scribed what it percetved as the hiding of  profits 
from shareholders (who  in turn are described as 
being "greedy for profit") Datmler were re- 
ported to have decided to increase share capital 
from 8 million Reichsmark to 32 million 
Reichsmark. Vorwarts criticizes the Govern- 
ment for allowing this (as noted, the Govern- 
ment body responsible, under the control of  the 
Ministry of Trade, agreed to the issue on 1st 
January 1918 with the Relchsbank) Further, 
these shares were issued at 107% of nominal 
value compared with a market price before the 
suspension of the stock exchange of  1050% of 
nominal value The report thus suggested that the 
rights issue had been made at a substantial dis- 
count  (pure bonus or  scrip issues were illegal at 
this time (Hoffman, 1920)). Given the account- 
tng policy of  reporting dlvtdends per share in the 
newspapers, Vorwarts interpreted this as a way 
of  concealing profits from the public: the paper 
pointed out that with the same diwdend, but no 
share issue, the divtdend rate, stgnificantly, 
would have been 100%. 

The newspaper then goes on to note that land, 
buildings and machmes were stated at 1 
Reichsmark in the balance sheet of  31st De- 
cember  1916 thus pointing to hidden reserves 
The recording of such values In Germany was in 
itself not remarkable given the interrelation of  
the taxation provisions on capital allowances 
and accounting. Moreover, increases m provi- 
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sion were  anyway al lowed tn the cause of con- 
servatism (Barth, 1953) There was, however,  a 
movement  towards this mode of accounting in 
the case of Daimler during the war  (Daimler  Arc- 
hive, Stuttgart) This then, represents  a very 
di rec t  forcing of account ing disclosure as a 
p rob lem into the publ ic  eye. 

Developments stemming from public 
awareness 

Daimler themselves had apparently antici- 
pated the growing potential  pressure from 
media disclosures as early as January 1918 On 
the 19th January 1918, Daimler a t tempted to 
justify a share issue, m a s ta tement  to the 
Rhefnische Zeitung. Daimler 's  argument  was 
not unique - -  they stressed the "extraordinary" 
need to maintain financial capital m the dynam- 
ics of war. Yet the Rheimsche Zeitung coun- 
tered this on the same day by arguing that the 
Dmmler share issue was transacted in o rder  to 
facilitate the repor tmg of a dividend rate which 
would  not  appear  too extravagant This t ime 
they stressed the concerns  of  the tax authorit ies 
about  the hichng of war  profits, as wel l  as the 
public  

The Rhemische Zeitung had a front page fea- 
ture on the Daimler affair on the 12th March 
1918 They bor rowed  material, as a regional 
newspaper,  from the high-profile Frankfurter 
Zeitung and set out  the dividend rates as did 
Vorwarts This further serves to illustrate the im- 
por tance  that was at tached to the highly dubious 
indicator  of the dividend rate. Yet the figures 
were  increasingly being made more  transparent. 
The Rheimsche Zeitung goes as far as arguing 
that Daimler was a "typical" example of business 
"making a profit out  of the human tragedy of 

war" The same paper  pursued this theme in the 
next  issue ( 13th March 1918) by setting out  in- 
formation on the dividend rates, deprecia t ion 
and reserves of the Obershleflische Eisenbahn- 
Bedarfsgesellschaft (a  company in the iron in- 
dustry)  which they did in o rder  to illustrate the 
hiding of profits The paper  repor ted  this as 
being characterist ic of the entire industry. Thus 
the general concern  of war-profi teering became 
inter twined with a concern  m the public realm 

about  accounting disclosures themselves 
Not all newspapers  stressed or suggested the 

generali ty of the Daimler case The Frankfurter 
Zeitung repor ted  the Daintier case as though it 
was the worst example,  rather than typical, of 
the at t i tude and activity of  businessmen during 
the war The thrust of their  cri t ique came 
through on lOth March 1918, where  they refer- 
red to Dalmler as the "black sheep" of the mdu, 
try They por t rayed Datmler as giving a very bad 
public image to the industry as a whole, although 
previous reports,  confined to the economic  sec- 
tions, had highlighted the war-profi teermg of 
several businesses 

It seems, on the evidence of analysis of the 
more  conservative media, as though Daimler 
were  being made a scapegoat to ease the de- 
veloping crisis, whereby  the activity of major 
capitalist enterprises  was increasingly being 
brought  into question - -  along with their  ac- 
count ing representations.  Rather than using 
Daimler to attack capitalistic activity generally, 
the Frankfurter Zeitung referred to a need to 
punish the 'Wcayward" quickly, so that the indus- 
try would  be bet ter  apprecia ted m the pubhc  
light The newspaper  cr i t icized Daimler for 
damaging the war interests of the nation, rather  
than for contr ibut ing to the deter iorat ion of the 
circumstances of many people  The Kolnische 
Volkszeitung ( 17th April 1918) were  also con- 
cerned  to put  forward a message which was 
guarded in its cri t ique of industry They were  
prepared  to crit icize the specific case of Datmler 
but  at the same t ime were  very careful to stress 
the "enormous and magnificent achievements" 
of German industry during the war. 

Daimler a t tempted  to rebuff the  attacks In the 
Kolnische Volkszettung( 13th March 1918), the 
management  of Datmler were  repor ted  as dec- 
laring that the accusations made were  invahd, as 
they came from a person sacked by the company 
on 12th January 1918 That accuser had 
suggested that the Daimler management  were  
pushing for a 50% increase in the prices offered 
in Government  contracts  Daimler stressed, 
however,  that the reality was something in the 
order  of  1096 and that their  threat to stop pro.  
duct ion applied only to the night shift. 
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As the crit icism accelerated,  Daimler took the 
further step of havmg a declaration, taking up 
one full side of  a newspaper  page, inser ted mto 
each major  newspaper  The declarataon retter- 
ated Datmler's argument  set out  above Of 
further significance, however,  was that the de- 
clarataon then went  on to defend the financing 
and account ing pract ices  carr ied out. Daimler 
dec lared  that the rat ionale for its "dividend 

policy" was Its consts tency with secret  reserve 
creataon, enabling the storing up of  reserves for 
the readjustment  required an the for thcoming 
peace t ime environment  

In this way, Dmmler hoped  to sweep aside 
much of  the ongomg critactsm, preferr ing to 
re interpret  at as a cnticasm over  the d~stributton 
of  low dividends and counter ing this with the ar- 
gument  that there  was a need to s tore  up re- 
serves. Such an argument  had the weight  of t rad-  
mon  behind it Secret reserves were  thus por- 
trayed as something posmve  m accordance  with 
the view that they were  a way of "protecting" 
rather  than "hading" The newspapers  pr in ted  
Daimler 's dec larauon but  were  still p repared  to 
cast doubt  on its sincerity m some cases ( c £  the 
Kolnische Volkszeitung 14th March 1918 and 
the Rheinische Zeitung 15th March 1918) The 
Frankfurter Zeitung wondered  why the com- 
pany had been  so late in responding The com- 
pany immedaately re tor ted  that It had been  
"waiting three days for the declarat ion to be  pas- 
sed by the censorshtp body" (Frankfurter 
Zeitung 18th March 1918). Thus the press was 
drawing further at tention to Datmler 's activities 
and to the account ing figures. In this envaron- 
ment  the war  profits issue - -  and the issues 
thereby engendered  ~ were  mcreasmgly dif- 
ficult to ignore by the state. Here was a sign that 
the state, through one of  its more  overt  organs, 
was showing alarm and concern  

The state and the public concern 
As was touched on earher, m accordance  with 

the phi losophy of  the Hindenberg p rogramme 
(Baudis, 1978), the pr icing of  Government  war  
contracts  was liberal so as to encourage produc-  
tion The general  liberal envtronment  at the tame 
as also ref lected an the satuataon whereby  at was 

possible for Germans, holding shares m British 
compames,  to exchange shares wffh Brmsh city 
zens holding shares in German companies  (so as 
to avoid the confiscation of enemy p rope r ty )  
and where,  indeed, war  material manufactured 
in Germany was expor ted  to Britmn (Bartel, 

1958, p 336)  Eschwege (1917, pp  3 4 2 - 3 4 3 )  
argued that m the war  economy,  even the most 
inefficient company could make a profit, espe- 
cially due to the liberal pricing of  war  supphes 
He noted  in thas contex t  that the need to explain 
the reason for the high level of war  profits was 
causing headaches for mdustry and for the au- 
thoritaes The German state, suppor ted  widely 
for its social reforms m the late nineteenth cen- 
tury and pr ior  to the war, was increasingly 
threa tened by a growing sense of  Its failure, as 
the war  looked increasingly dssastrous and food 
supphes were  threatened (Bartel, 1958) 
Schwarz (1971, pp. 155-168)  argued that the at- 
t i tude of  peop le  to the state changed signific- 
antly and a radacal change m publ ic  opmaon sag- 
nailed the alaenatton be tween  people  and the 
state. The state was Failing to fulfil its welfare role  
and by 1918 opposatlon to the war  had increased 
dramatically. 

Key political opponents  of  the war  effort at- 
tacked war-profi teering m thear writings and 
speeches.  Rosa Luxemburg, the revolutaonary 
leader, s tressed the sagnificance of the war pro- 
fits of capitalism an her pohttcal  analysas - -  she 
argued that davadends were  rismg whale proleta- 
rians were  failing (Le. being kalled) (Waiters  
(1970,  pp. 2 5 7 - 3 3 1 )  Liebknecht invoked the 
greater  awareness of  the role of  the account ing 
representat ion w balance sheet  reserves w in 
his argument that capitahsts were  control l ing 
the state to make huge profits while many 
starved (this echoed  the basac message of  
Luxemburg's  illegally dtstr ibuted pamphlets,  
Barrel, 1958, pp. 282-288,  313 and Liebknecht, 
1921, p. 42). 

Concerns about prof i teermg had emerged  tn 
the state pr ior  to the Dmmler affair Groener,  the 
head of  the Kriegsamt, is on record  as stating that 
he was concerned  about the demorahzmg ef- 
fects which war profits had and that industry 
should be more  ethical and less motavated by an 
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extraordinary profit motive (Baudis, 1978, pp 
30(O301). On 25th May 1917, the Krmgsamt 
secretly issued a memorandum which suggested 
moderating the effects of the pricing pohcy 
through increasing war profit taxation, and, 
more radically, called for the introducuon of a 
law similar to the British munitions law which 
would authorize the Knegskanzler to put com- 
panies under military supervision and to set 
wages and profits for the industrialists (Baudts, 
1978, p 302) Despite the concern to give the 
memorandum maximum secrecy, it was leaked. 
Groener was sacked because industry strongly 
opposed such control, posing a threat to the state 
which needed arms (Baudis, 1978, p. 303; Inter. 
nationaler Arbetter, 1929) That the state 
seemed to collude m the hidmg of  war profit is 
evident m the Krupp affair where the state cen- 
sor board eliminated a sentence from the annual 
report of Krupp - -  such written reports were 
normally voluntarily given to shareholders m 
which had mentioned that the extraordinary de- 
preciation figure for the year was put through so 
as to show a lower profit (Bartel, 1958, p 349; 
Passow, 1919, p 24) t 

The Dmmler affmr had become a particular 
concern for the state. The workers of Daimler 
had already gained a radical reputation. The first 
mass pohttcal strike of  the war on 29th June 
1916 had been a mass demonstration over war 
profits (Bartel, 1958, p 324) This had included 
workers from Datmler (the Marienfeid plant), 
along with workers from another company al- 
legedly war-profiteermg, the Deutsche Waffen 
und Muntuonsfabrflcen, Berlin (Bartel, 1958, pp 
320-327,  pp 522-3 )  After the mass strikes of 
January 1918, the mihtary had taken over seven 
firms (including Datmler) to simply force 
people to work (and the management assisted 
them by givmg them hsts of politically active 
workers), though at this stage they were con- 
cerned not to regulate financial management or 
take over much of the general management of 
these companies. As early as the fifth day of  the 
strike the Datmler workers were arrested and 
forced back to work (Bat'tel, 1958, p. 496; 
Hortzschansky, 1978, pp 30-33)  The Daimler af- 
fair, and the issues it engendered, was thus poten- 

tially all the more serious. The press realized the 
severity of  the tensions. 

The Frankfurter Zeitung, for example, de- 
manded that this and other activities taking 
place m the business world should be discussed 
m the Reichstag because it felt that this was the 
only way of "keeping the public reformed". In 
Parliament, members brought their particular 
politmal stances to bear on the Daimler issue and 
made use of  the accounting report in their argu- 
ments. The problem, now manifest, cut through 
the domain ofaccountmg and the party pohttcal. 

Among the main proponents  of the view that 
Daimler was acting against the mterests of the 
German people (as opposed to the "Nation") 
was Noske, a member  of  the Social Democrats m 
Parliament, and later to become a key figure m 
the post-war Government (Ryder, 1967). Noske 
argued in the Reichstag that Daimler was not an 
individual case, but a typical one. The entire m- 
dustry, he mamtamed, had been worlong for the 
start of the war and was now keen for it to con- 
tinue (c.f. the Rheintsche Zeitung, 21st March 
1918). The Reichstag should have acted against 
all profiteers and not made a scapegoat of one, he 
complamed. He employed accounting informa- 
tion in a bid to further substantiate his case He 
emphasized the high dividend rate of  Daimler 
(30%)  and expressed serious concern over the 
one Reichsmark balance attributed to some as- 
sets. Noske contrasted the (accounting) profits 
of Daimler with the debt of the state and the pov- 
erty of working class people. He went on to exp- 
licate the state's interest, effectively seeing this 
as part of the hegemony of capital as an explanat- 
ory factor for the relatively liberal nature of the 
administration of  war supphes in Germany 
Noske pointed out that a few large industrialists 
were able to gain much from the war since they 
sat upon, and held substantial power within, the 
Government bodies concerned with the organi- 
zation of  the war state (the Kriegsamter) He 
argued that it was a mistake that such bodies did 
not include experts representmg the workang 
class and concluded that the tensions of 
capitahsm durmg war could best be overcome 
through brmgmg the arms manufacturers under 
increased government regulation (a view sub- 
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s equen t ly  t aken  up  b y  a c a d e m i c  c o m m e n t a t o r s  
such  as Noel -Baker  ( 1 9 3 6 ) )  

Conse rva t ive  m e m b e r s  o f  t he  Reichs tag  w e r e  
p r e p a r e d  to  j o m  in the  c r i t i c i sm o f  Da tmler  bu t  
t r i ed  to  p o r t r a y  the  affair as s o m e t h i n g  o f  an iso- 
l a ted  e x a m p l e  (Kolnische Volkszeitung, 17th 
Apri l  1918) .  A m e m b e r  b e l o n g i n g  to  the  Zen- 
t r um o r  C e n t r e  p a r t y  a t t acked  Daimler ,  par t icu-  
lar ly  c o n d e m n i n g  the  s t r ike  th rea t  o f  Datmler ' s  
managemen t .  The  same  m e m b e r  h igh l igh ted  the  
fundamen ta l  e c o n o m i c  c o n t r a d i c t i o n  b e t w e e n  
DaLrnler and  the  s ta te  and  sugges t ed  that  
Da tmle r  mus t  have  r e g a r d e d  the  G e r m a n  
g o v e r n m e n t  and  its p e o p l e  as "s tupid"  He  d i d  
not,  h o w e v e r ,  make  an a t tack  on  the  indus t ry  as 
a w h o l e  Keinath,  o f  the  Nat iona l  Liberals, fol- 
l o w e d  the  Conse rva t ive  v i e w p o i n t  in t he  
Reichstag,  unde r l i n ing  this by  pra i s ing  indus t r ia l  
efforts d u r m g  the  war.  Thus,  to  s o m e  degree ,  ac- 
c o u n t i n g  was  be ing  fo rmal ly  po l i t i c i zed  m Parli- 
ament .  

ANALYSIS AND DISCUSSION 

Having d e l i n e a t e d  the  a b o v e  case  impl ic i t ly  in 
t e rms  o f  ou r  t heo re t i ca l  pos i t ion ,  w e  n o w  tu rn  to  
an e l abo ra t i on  o f  the  m a j o r  f indmgs  o f  o u r  analy- 
sis in a m a n n e r  m o r e  exp l i c i t l y  r e f o r m e d  b y  the  
cr i t ica l  t heo re t i c a l  p e r s p e c t i v e  w e  are  seekdng to 
app ly  and  d e v e l o p  m0 

At the  ou t s e t  o f  the  w a r  it is r ea sonab le  to  
a rgue  that  the  a c c o u n t i n g  r e p r e s e n t a t i o n s  ap- 
p e a r m g  m the  G e r m a n  mass  m e d i a  pos se s sed  an 
aura  o f  neut ra l i ty ,  ob jec t iv i ty ,  m d e p e n d e n c e  and  
fairness. W e  e l a b o r a t e d  h o w  such  an aura  was  
h i s to r ica l ly  c o n s t i t u t e d  by  var ious  factors.  W e  
m m n t a m  that  the  G e r m a n  state,  i tse l f  p o w e r f u l  
and  p e r c e i v e d  to  b e  legi t imate ,  au tho r i zed  and 
b o l s t e r e d  the  l eg i t imacy  o f  the  a c c o u n t i n g  rep-  
r e sen t a t i on  m la te  n i n e t e e n t h  and ear ly  twen-  

t le th  c e n t u r y  G e r m a n  soc i e ty  It e n a c t e d  legisla- 
t ion r equ i r ing  a c c o u n t i n g  d isc losures .  More-  
over, case law impficat ing accoun t ing  princaples 
t e n d e d  to  fu r the r  e n c h a n c e  a c c o u n t i n g ' s  aura  
W e  s h o w e d  h o w  a c c o u n t i n g  r e p r e s e n t a t i o n s  m 
G e r m a n y  c a m e  to be,  th rough ,  for  example ,  the  
i n t r o d u c t i o n  o f  legal  and  t echn ica l  e d u c a t i o n  
in to  the  umvers t t tes ,  u n d e r s t o o d  as h a w n g  a 
" k n o w l e d g e  base"  and  to  b e  v i e w e d  as the  p ro-  
duc t  o f  "exper t i se"  Given  that  a c c o u n t i n g  re- 
q u i r e d  "knowledge"  and was  g o v e r n e d  by  legal 
p r inc ip les ,  tt s eems  that  a spec t s  o f  the  account -  
ing p r o c e s s  ( s u c h  as p r e p a r m g  and  aud i t ing  ac- 
c o u n t s )  w e r e  m c r e a s m g l y  u n d e r s t o o d  as "pro- 
fessional" And w e  sugges t ed  that  the  fo rm of  the  
a c c o u n t i n g  r e p r e s e n t a t i o n  p u b h s h e d  m the  Ger-  
man  n e w s p a p e r s  m the  T-form ba lanc ing  state-  
m e n t  cons i s t ing  o f  s imple  "facts" and  "figures" 
( m  m o n e y  t e r m s )  m w o u l d  have  fu r the r  cont r i -  
b u t e d  to  accoun t s  b e m g  p e r c e i v e d  b y  the  p u b l i c  
to  b e  "ob jec t ive"  and " t rue" It s eems  that  the  
"aura" o f  a c c o u n t i n g  was  c o n s n t u t e d  t h rough  a 
c o m p l e x  o f  these  h is tor ica l  fac tors  Secre t  re- 
serves  a c c o u n t i n g  and  the  pa r t i cu la r  c o n t e n t  o f  
a c c o u n t i n g  r e p r e s e n t a t i o n s  tn G e r m a n y  w e r e  
thus  l eg i t ima ted  

That  a c c o u n t i n g  r e p r e s e n t a t i o n s  w e r e  under -  
s t o o d  to  be  ob jec t ive ,  neutra l ,  m d e p e n d e n t  and  
fair e n g e n d e r e d  and  e n h a n c e d  ideo log ica l  con-  
s e q u e n c e s  w h i c h  w e r e  enab l ing  ra the r  than  con-  
s t ra in ing  for  capi ta l is t  p o w e r  re la t ions  at the  out-  
set  o f  the  war  Ben jamm's  a r g u m e n t  that  ar t  m 
capi ta l is t  soc ie ty  ts b o t h  "chstant" and  "close"  to  
the  pub l i c  can  b e  r e i n t e r p r e t e d  in this  c o n t e x t  
and  a p p h e d  for the  case  o f a c c o u n t m g  (c . f  Ben- 

jamin ,  1973) .  T h e  p e r c e p t i o n  that  a c c o u n t i n g  
r ep resen ta t ions  w e r e  t he  p r o d u c t  o f  "exper t i se"  
was  a rguably  a c ruc ia l  fac tor  m r e n d e r i n g  the  ac- 
coun t s  "distant" f rom the  p u b l i c  This  ts be c a use  
few w o u l d  have  had  de t a i l ed  insights  in to  the  
na tu re  o f  a c c oun t i ng  r e p r e s e n t a t i o n s  Such ac- 

10 It should be pointed out that tt has not been an aim here to make a straightforward and crude matching between the 
accounting phenomenon and a theoretical framework developed somewhat removed from an analysts of accounting ( m the 
sense that the Frankfurt School never speczfzcally concerned themselves with a study of accountmg) The concepts of 
Benjamin and others apphed here are contextuahzed and re-interpreted m terms of the specific analysts, rather than being 
apphed non-problematically (as Ben~rnm himself advocated - -  c f  Habermas, 1983a, p 159) Our analysts and the 
dmcusston wtuch follows should therefore be read m the context of an approach whmh explicitly recogmzes the 
mterpretattve nature of applying a crttmal theoretmal perspective 
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coun t lngs  w o u l d  thus  t end  to be  t ru s t ed  and ac- 
c e p t e d  in soc ie ty  ra the r  than b e  q u e s t i o n e d  and 
cha l lenged .  Accoun t i ng  r e p r e s e n t a t i o n s  w e r e  
c o n c e i v a b l y  "close" to  the  pub l i c  in t e rms  o f  the  
signLficance o f  the i r  c o n s e q u e n c e s  for soc ie ty  
the  form, c o n t e n t  and  "pr incip les"  of  the  ac- 
coun t s  w o u l d  d i sp lace  a l t e rna t ive  account ings ,  
he lp  to  c r ea t e  the  v i ew of  the  bus iness  as a 
financial en t i ty  p u r s u i n g  l eg i t ima te  act ivi ty,  and  
p lay  a ro le  in the  c r e a t i o n  and  d i s t r i bu t ion  o f  
wea l th  Wi th  Marcuse  ( 1 9 7 2 ) ,  w e  main ta in  that  
account ing ,  as a r ep re sen t a t i ona l  p h e n o m e n o n ,  
ac t ed  as a "harmoniz ing  i l lusion" w i th  a confl ict-  
r eso lv ing  ro le  for capi ta l is t  soc ie ty  

O u r  i l lustrat ion,  howeve r ,  was  c o n c e r n e d  to  
e x p l o r e  the  mutab i l i ty  o f  the  aura  o f  a c c o u n t i n g  
In the  c o n t e x t  of  a cr is is  s i tua t ion  and the  conse-  
quences  t h e r e b y  e n g e n d e r e d .  W e  ana lysed  a 
t r ans format ion  of  the  aura  at two  levels.  Firstly, 
w e  d e h n e a t e d  the  p roce s s  w h e r e b y  a pa r t i cu la r  
p e r c e p t i o n  o f  a c c o u n t s  w that  t hey  w e r e  a poht -  
ical mechan i sm,  m a m p u l a t e d  m the  s t ruggle  
ove r  the  d i s t r i bu t ion  o f  d i v i d e n d  - -  was  en- 
h a n c e d  at the  level  o f  cap t tahs tm en te rpr i ses .  
Secondly ,  w e  s h o w e d  h o w  the  aura  o f  accoun t -  
ing was t r ans fo rmed  in a b r o a d e r  pub l i c  realm,  
t h rough  n e w s p a p e r  c o v e r a g e  W e  ana lysed  
these  d e v e l o p m e n t s  b o t h  m t e r m s  o f  genera l  oc-  
c u r r e n c e s  and  t h r o u g h  a speci f ic  focus  on  the  
Da imle r  case,  w h m h  appea r s  to  have  b e e n  the  
spark  that  led  to  the  t r ans format ion  o f  the  ac- 
c o u n t i n g  aura  in the  pub l i c  rea lm 

The  p roce s s  by  w h i c h  the  aura  was  trans- 
f o r m e d  and the  c o n s e q u e n c e s  t h e r e b y  engen-  
d e r e d  are  areas  o f  pa r t i cu la r  in te res t  to  r e v i e w  
Here,  w e  e x p l o r e  the  i n t e r r e l a t i on  b e t w e e n  the  
d e v e l o p m e n t  o f  the  cr is is  and  the  t r ans fo rmat ion  
in the  a c c o u n t i n g  aura. Fur ther ,  w e  c o n s i d e r  the  
e x t e n t  to  w h i c h  the  s ta te  ( a n d  the  capi ta l is t  en- 
t e r p r i s e )  r e s p o n d e d  to the  t r ans format ion  o f  the  
aura  And w e  r e v i e w  the  sense  in w h i c h  the  
t r ans fo rmed  aura  l ed  to  a c c o u n t i n g  assuming  a 
conf l i c t - enhanc ing  ro le  in t e rms  o f  its conse-  
q u e n c e s  for the  b r o a d e r  c o n t e x t  (as  Benlamin  
( 1 9 7 3 )  w o u l d  sugges t )  

The  cr is is  that  w e  have  s t u d i e d  appea r s  to  
have c o m e  a b o u t  t h r o u g h  the  e n h a n c e m e n t  o f  a 
struggle and cont rad ic t ion  of  a po l i t i co-econormc 

na tu re  in Germany .  A s t rugg le  b e t w e e n  capi ta l is t  
wa r  p ro f i t ee r s  and  the  workers ,  so ld ie r s  and  the  
genera l ly  d i sadvan taged  was  d e e p e n e d  by  a 
d ra in ing  o f  r e s o u r c e s  to  the  war  effort  and  a re- 
d i s t r i bu t ion  o f  wea l t h  in favour  o f  the  prof i teers .  
As the  w a r  s i tua t ion  w o r s e n e d  for  Germany ,  the  
p o o r  w e r e  increas ing ly  d e p r i v e d  and  suffenng.  
Meanwhi l e  a cap l tahs t i c  state,  the  m a n a g e m e n t  
o f  cap i tahs t  en t e rp r i s e s  and the  o w n e r s  t h e r e o f  
fought  wi th  each  o t h e r  ove r  war  prof i t s  A con-  
t r ad lc t ion  d e v e l o p e d  in this  c o n t e x t  b e t w e e n  
s h a r e h o l d e r  gain and  the  p r o s p e c t  o f  mih ta ry  
vic tory ,  s ince  d i s t r ibu t ions  to  sha r e ho lde r s  w e r e  
d i v e r t e d  f rom the  w a r  effort The  s ta te  s eems  to 
have e n c o u r a g e d  m a n a g e m e n t  to  h ide  the  size- 
able  prof i ts  that  w e r e  of fered  to capi ta l is t  en ter -  
pr i ses  This  was so that  such  en t e rp r i s e s  might  
re ta in  funds  for the  i nc reased  p r o d u c t i o n  o f  w a r  
suppl ies .  Managemen t s  thus  e x t e n d e d  an appli-  
ca t ion  o f  a c c o u n t i n g  p rac t i ce s  and  p r inc ip l e s  
that  had  b e e n  genera l ly  a c c e p t e d  p r i o r  to  the  
war  in o r d e r  to  man ipu la t e  r e p o r t e d  prof i t  
d o w n w a r d s  Yet sha reho lders ,  in many  cases, ap- 
p e a r e d  to  have  d e m a n d e d ,  m the  a bse nc e  o f  any 
t rad ing  on  the  s tock  exchange ,  as m u c h  d i v i d e n d  
as they  felt it was  poss ib l e  to  ge t  The  a c c o u n t i n g  
r e p r e s e n t a t i o n  was  a m e d i a t o r  in this  s t rugg le  
ove r  wea l t h  and  c a m e  to be  inc reas ing ly  mis- 
t rus t ed  by  shareho lders ,  as bo th  the  n e w s p a p e r  
e v i d e n c e  ( e spec i a l l y  f rom 1915)  and the  evi- 
d e n c e  f rom Dalmler ' s  genera l  mee t ings  bears  
ou t  A p e r c e p t i o n  that  the  a c c o u n t i n g  represen-  
ta t ion  was  a poh t l ca l  p h e n o m e n o n  was increas-  
ingly  he ld  amongs t  a f rac t ion  o f  G e r m a n  socie ty .  
Yet whi l e  this  t r ans format ion  of  the  aura  was  
conf ined  to  insider circles and on ly  r e p o r t e d  in 
the  bus iness  s ec t ions  o f  m i d d l e  class n e w s p a p e r s  
and m a n a g e m e n t  journals ,  the  aura  of  account -  
ing in the  b r o a d e r  p u b l i c  r ea lm r e m a i n e d  rela- 
t ively u n d i s t u r b e d  

The  Da lmle r  scandal  s e e m s  to have  b e e n  a key  
o c c u r r e n c e  in the  chang ing  o f  this  l a t te r  posi-  
t ion.  Repor t s  abou t  f r audu len t  cos t  manipula-  
t ions  at Da imler  m e r g e d  wi th  the  genera l  
c r i t ique  o f  d i sc losu re  p rac t i ce s  d e v e l o p i n g  in 
the  n e w s p a p e r s  to  b r ing  the  a c c o u n t i n g  rep-  

ro 
r e sen ta t i on  inc reas ing ly  in to  the  p u b l i c  eye  as a 
b iased  r e p r e s e n t a t i o n  w h i c h  c o u l d  b e  manipu-  
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lated for political purposes. Newspapers 
criticized Dmmler's accounting disclosures 
prominently, some describing Daimler's ac- 
counting practices as "malevolent" The major 
working class newspaper in Germany declared, 
on its front page, that accounts were being 
employed to swindle the German public. Con- 
cerns about war profiteering had become con- 
cerns also about accounting In this crisis con- 
text developments had occurred so as to engen- 
der the transformation of the aura in the broader 
pubhc realm. It could then no longer be conflict- 
resolving for the hegemony of  German socmty 

Dmmler attempted to respond by trying effec- 
tively to reconstitute the accounting aura. They 
attempted to defend their accounting disclo- 
sures by arguing that they were merely follow- 
ing traditional practice Yet the secrecy which 
had been positively regarded as a principle of 
German accounting prior to the war, was now 
seen as a way out of  hiding activity regarded as 
undesirable by the masses Having been seen as 
a means of  ensuring a fair and "conservative" rep- 
resentation which was objective in its nature, it 
came to now have a negative connotation. The 
newspapers, reflecting the deepening contradic- 
tion m German society, rebutted Daunler's argu- 
ments. The capitalist state's concern had at first 
been to cover up war-profiteering (as in the 
Krupp affair and as witnessed by the liberal 
policy governing the allowing of share issues and 
the way an which the law supported company 
management over the hading of profit) The cli- 
mate created by the Daimler scandal, however, 
led to the state attempting to treat Daimler as a 
scapegoat The state had been conscious of  the 
threat that war profiteering might pose to public 
opmaon earlier (as evidenced by the considera- 
tion of  an excess profits tax) but the breakdown 
in the public's trust of  accounts and the conse- 
quences thereby engendered were unantici- 
pated 

Accounting had lost much of the source of  its 
power  and authority to engender conflict-resol- 
ution, stabthty and legitimacy. It was mistrusted 
and perceived as a mechanism for hiding im.  
mora l  profit No longer did the social process of  
accounting receave unquestioned allegiance or 

effect the "harmonizing illusion" voth the "real" 
consequences that we have referred to (Hor- 
khetmer & Adorno, 1972) Accounting had at 
this stage become more recognized in the pubhc 
realm as a contested field. Ctatical perspectives 
on tt had spread more widely. 

Since accounting was bound up voth the law 
and the state's pohcy, tt is hkely that this would 
have contributed to a voder questioning of the 
state and its law. Accounting was showing a 
capacity to create "an awareness and theorizing 
of  social contradictions and anttmomes" 
(Adorno, 1945, p 678)  It had become conflict- 
enhancing for the capitalistic system of power 
relations In this context, without its previous 
aura of  neutrality, objectivity, independence and 
fairness, accounting could now be used by radi- 
cal politicians an their arguments Thus, as revo- 
lutionary leaders and Social Democrats alike 
stressed the capitalsst and exploatative nature of 
the war, a discourse emerged within which ac- 
counting itself was perceived an the role of  hav- 
ing come to the hand of the vil lain Revolution- 
ary political leaders and Social Democrats, In 
their writings and speeches, pointed out how 
they saw accounting being employed in at- 
tempts to conceal war-profiteering. The aspect 
of  s e c r e c y - -  now seen in terms of  the "hiding of  
profits" - -  thus further enhanced conflict for the 
underlying pohtlcal order in Germany rather 
than resolving it. And accounting furnished a dis- 
course of  critique of war-profiteering in the 
German Parliament. 

On the consequences o f  the auratic  
transformat ion 

What was engendered by the transformation 
of  the accounting aura? On 6th March 1918, the 
German governm'ent took over the management 
of  Daimler. This quelled, it appears, much of  the 
more immediate and specific concern The 
broader consequences of  the transformation in 
the accounting aura are enmeshed tn a complex 
of  subsequent developments, the nature of 
which it is difficult to unravel It ts reasonable to 
conclude that the German soclo.political system 
was significantly changed after the war (with the 
abolition of  the monarchy and the developments 
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emanating from the estabhshment of  the 
Weimar republic), but clearly the system re- 
mained a capitalist one, with tts fundamental in- 
stitutional framework still intact (c  f. Fischer, 
1979; Schiffers, 1979). At the same time the 
post-war revolutionary situation had certainly 
threatened this, with a socialist revolution 
looking very likely for a time in the aftermath of  
the war. Linking such developments entirely to 
accounting would appear to be something akin 
to wild speculation! Our fundamental argument 
here is that, within a complex of  forces at work, 
accounting contributed to the process of 
radical change. Rather than modem~'ng conflict, 
accounting played a conflict-enhancing role in 
German society. 

Accounting itself had changed in that it had 
come to be percetved differently and had 
different types of consequences for the society 
within which it was located. Did this transforma- 
tion last beyond the crisis reflected in the occur- 
rences around the end of the First World War? 

Barth (1953, p 82)  notes that debates over 
secret reserves continued in offictal circles in 
the aftermath of the war And debates about sec- 
ret reserves accounting clearly contmued well 
into the 1930s, becoming an established part of 
academtc discourse (Dietzen, 1937) Perhaps 
one of  the earlier "critical" works in accounting 
m Germany was produced soon after the war 
and related accounting practtces to the hiding of 
war profit (Hoffman, 1920). Yet with the end of 
the war and the establishment of the Weimar re- 
public, these crtttcal debates apparently did not 
have much stgnificance. 

It seems that accountmg representations 
came to be pubhcly crittcized under very par- 
ttcular historical conditions When these condi- 
tions had changed the focus once more shifted 
away from accounting The accounting rep- 
resentation was agam margmalized in capttalist 
society and its sigmficance effectively down- 
played Thts contributed to the former aura of  

accountmg bemg reconstituted A likely factor 
in this reconstitution would have been the per- 
ception, surely encouraged by the post-war au- 
thorittes, that any "decettfulness" or "malevo- 
lence" (mcludmg that imphcating accounting) 
was sometlung associated with the war regime 
rather than with the capitalistic system of power 
relations which continued after the war Wtth 
the preservation of the major institutions of 
capttalism on the return to relative condittons of 
stability, accounting was situated m a broader 
context within which it could redevelop its 
conflict-resolving role (c.f Habermas, 19831:)). 

Thus it appears that the debates over secret re- 
serves accounting were largely resolved, in the 
1920s, in favour of a recognized principle of sec- 
recy, with the same rationale that had been pre- 
valent in the pre-war condtttons being 
employed Indeed when the subject of secret re- 
serves accounting was debated by a commisston 
in 1926, it was resolved that the system permit- 
ting the creatton of secret reserves should be left 
unchanged and the suggestion of an obligatory 
reporting format and audit was rejected (Barth, 
1953, pp 8 2 - 8 3 ) i t  Subsequently, however, tt 
seems that crittcisms of  secret reserves account- 
ing did give further impetus to the development 
of principles of uniform accounting m Germany, 
these being adopted by the Nazis after their 
rigorous development in the German academic 
accountmg community (see Abel, 1971, Diet- 
zen, 1937) 

After the First World War, the debates about 
accounting and the acttons subsequently taken, 
even if limited, may have deflected somewhat 
any critical stance That accounting would still 
have been associated with technical expertise 
arguably contributed to the reconstitution of 
the aura in this regard Another development 
after the First World War appears to be the re- 
formation of the Treuhandgesellschaften (the 
banks' "auditing wing") into an association 
with greater independence from the banks, the 

~ Thts commtsston was meeung after the great inflation pertod tn Germany The nature of the crmque of the accountmg 
representatton seems hkely to have been stgmficantly modtfled by the effects of the great mflatmn period In the early 1920s 
Datmler's dtrectors freely admmed that thetr accounts were "meaningless", for example Clearly, the prmoples of secret 
reserves accountmg mtght once more have regatned greater acceptance tn thts context 



CRISIS ACCOUNTING 515 

Verband Deutscher Treuhand und Revision- 
erungesellschaften in 1919 (van Dien, 1929, p. 
4 1 4 ) )  2 

An important development soon after the end 
of  the First World War which implicated ac- 
counting was the establishment (by the Majority 
Soctal Democrats in control of  the Weimar re- 
public) of  a union representative on the super- 
visory board of  companies "Concessions" had 
been earlier made to the unions in the midst of  
the crtsls sttuation, including the reduction of  
the working day to 8 hours (Rosenberg, 1936, 
Ryder, 1967; Grebing, 1985, especially p 70) 
The seat on the supervisory board gave the 
umons a formal role m relation to the processing 
of the accounting report (and access to a special 
long-form audit report), something which has 
contributed to the modern situation whereby 
the trade umons appear to have a greater weight 
to accounting issues m the Federal Repubhc of  
Germany than is the case in many other capitalist 
nattons (c  f Gallhofer, 1989). The inclusion of  
the umons on the supervisory board can argu- 
ably be seen as an attempt to pacify the labour 
movement.  Yet, to the extent that the account- 
ing representation was no longer regarded as a 
neutral representatton by the unions, the aura of  
accounting arguably remained transformed in 
the context  of  particular management-union re- 
lations 

Accounting and political praxis 
Applymg a development of  the critical 

theoretmal perspective - -  the view that there is 
"an emancipatory interest of  knowledge" 
(Habermas, 1972) ~ we can now consider, by 
way of  concluding, what implications the above 
argument and case might have for political 
activity in the accounting realm At present such 
a concern  is implicit in the above discussion and 
is worth elaborating upon m a more explicit 

manner. 
Our study has sought to cast light on the pro- 

cess whereby accounting comes to have 
ideological consequences m the broader con- 
text (and hence to facilitate its functtoning as an 
ideological state apparatus). For our  case, we de- 
lineated the htstortcal constitution of  account- 
ing's auratic properttes m thts regard We 
suggest that a greater understanding of how ac- 
counting comes to have tdeologtcal conse- 
quences helps us to better concetve how we can 
change accounting's impact in society. It ap- 
pears to us that accountmg's aura can be trans- 
formed in socmty. It can then more openly play 
its part in politacal struggles and be recogntzed 
itself as a political phenomenon And account- 
ing, In thts regard, has "no necessary class be- 
longingness" (c.f. Hopwood, 1987; Lehman & 
Tinker, 1987; Tinker & Neimark, 1988). Ac- 
counting has the potential to interrelate with 
socio-polittcal relations, sustammg or re- 
volutionizing them The transformation of the 
accounting aura we maintam could be engen- 
dered through political argument thereabout m 
an instituttonal context  and fi'amework We 
should thus acttvely seek to unmask the 
capitalistic illusions (Horkhelmer & Adorno, 
1972) including those implicating accounting 
(c.f. Tinker, 1985). For example, we can attempt 
to reveal what is hidden by current accounting 
practices and pose "alternative realtties" in the 
form of alternative accounting disclosures 
(Adorno, 1967) In this we accept Marcuse's ar- 
gument of the need to actively engage m the 
"dissolution" of  people's prevalent perceptions 
under capitalism - -  so that a representational 
phenomenon like accountmg might come to 
play a role in revoluttomzang people's attitudes 
(c.f. Habermas, 1983b, p. 166; Marcuse, 1972, 
pp. 103-4).  13 

Clearly, if thts was to be linked to a broader 

~z In response to a developmg crisis in the o i l y  | 930s, the formataon of the lnst i tut  der Wtrtschaftsprufer (German instatute 
of Auditors) and their recognttaon by the state as the audttors of pubhc compantes tn the sattsfactaon of legal requirements 
may also be seen as helping to re-constatute the aura 

m~ We are not suggesting that the transformataon of  the accounting aura through poltttcal argument ts an easy task. It seems 
to be enormously dtlticult, given that tt may partly gain tts authority through resonating wtth themes deeply embedded m the 
mdtvtdual and soc.ml subcotxsctousnes$ (c.f Benjamin, 1973, Althusser, 1971, Ttnker& Netmarig 1986, Lehman & Tinker, 
1987) We are, however, here suggesting that it ts both a feasible and legtttmate actton 
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cr t t t ca l  t h e o r e t m a l  p r o l e c t  in soc i e ty ,  i t  w o u l d  

h a v e  to  b e  m e r g e d  w i t h  po l i t i ca l  c r t t i q u e  ac ros s  

t h e  b r o a d  s p r e a d  o f  i n s t i t u t i ons  o f  c a p t t a h s m  ( c . f  
Habermas ,  1983a) .  TM In  this  respec t ,  a c c o u n t i n g  

is o n l y  s o m e t h i n g  o f  a "smal l  c o g  in a b ig  w h e e l "  

m t e r m s  o f  t h e  pol i t ica l  sy s t em - -  a l though part  o f  

t h e  rad ica l  c r i t t q u e  m u s t  a im  to  b r i n g  o u t  tha t  ac- 
c o u n t i n g  is m o r e  s ign i f ican t  t h a n  is g e n e r a l l y  

b e l i e v e d  (c.f.  L e h m a n  & T inke r ,  1987) .  

O u r  case  s h o w e d  tha t  a c c o u n t i n g ' s  au ra  c o u l d  

b e  t r a n s f o r m e d  and  s u b s e q u e n t l y  ( l a r g e l y )  re-  

c o n s t t t u t e d  T h e  l a t t e r  r e c o n s t i t u t i o n  w a s  argu-  

ab ly  m u c h  eas ie r  o n  t h e  p r e s e r v a t i o n  o f  t h e  m- 

s u t u t t o n a l  f r a m e w o r k  o f  c a p t t a h s m  ( c  f Habe r -  
mas,  1983a) .  It  s e e m s  t o  us  that ,  f o r  t h e  cr is i s  

p e r i o d  w e  h a v e  f o c u s e d  u p o n ,  t h e  t r ans fo rma-  

t t on  o f  a c c o u n t i n g ' s  au ra tm  p r o p e r t m s  w a s  en-  

g e n d e r e d  as s o m e t h m g  o f  an  u n m t e n d e d  and  un-  

a n t t c i p a t e d  c o n s e q u e n c e  S ince  t h e r e  w a s  n o  

c o n s c t o u s  p o l i c y  to  t r a n s f o r m  t h e  aura,  i t  argu-  

ab ly  c o u l d  n o t  b e  m o b i l i z e d  as t h e  c e n t r a l  f o c u s  

o f  d t r e c t  p o l i u c a l  a c t i o n  It  m a y  h a v e  t h e r e f o r e  

b e e n  m u c h  m o r e  s m o o t h l y  r e c o n s t i t u t e d  in Ger -  

m a n  s o c m t y  a f te r  t h e  Ftrst  W o r l d  W a r  ( a t  l eas t  in 

t h e  b r o a d e r  p u b l i c  r e a l m )  w t h o u g h  n o t  w i th -  

o u t  s o m e  m o r e  las t ing  c o n s e q u e n c e s ,  as w e  h a v e  

n o t e d  Arguably ,  a c o n s c i o u s  a t t e m p t  t o  t rans-  

f o r m  t h e  a c c o u n t m g  aura  m i g h t  b e  r e l a t i ve ly  

m o r e  success fu l .  A cr is is  s t t ua t ion  m t g h t  c r e a t e  

t h e  h t s t o r m a l  c o n d i t t o n s  m w h m h  a t r ans fo rma-  

t ton  o f  t h e  a c c o u n t m g  au ra  is m o r e  feas ib le  b u t  i t  

tS n o t  c l e a r  tha t  a c o n s c i o u s  a t t e m p t  t o  e n a c t  

s u c h  a t r a n s f o r m a t i o n  m a cr ts i s  c o n t e x t  w o u l d  

b e  m o r e  p r o d u c u v e  tn t e r m s  o f  its c o n s e q u e n c e s  

t h a n  tn c o n d i t t o n s  o f  r e l a t t ve  s tabi l i ty  I n d e e d ,  

o n  t h e  p a s s m g  o f  t h e  crtsis,  m u c h  soc ia l  ac t tv i ty  

o c c u r r i n g  d u r i n g  t h e  cr ims m n o  m a t t e r  h o w  

m u c h  it  is c r t t m i z e d  m can  s o m e t t m e s  b e  m o r e  

eas t ly  e x c u s e d  in t e r m s  o f  t h e  cr is ts  itself.  Thus ,  

m o u r  h t s to r t ca l  case ,  t h e  f o c u s  c o u l d  c l ea r l y  

h a v e  sh i f t ed  a w a y  f r o m  a c c o u n t i n g  o n  t h e  r e t u r n  

to  c o n d t t l o n s  o f  r e l a u v e l y  s tabi l i ty ,  m a w a y  tha t  
m a y  n o t  h a v e  b e e n  as feas ib le  i f  t h e  t r ans fo rma-  

t i o n  o f  au ra t i c  p r o p e r t i e s  h a d  n o t  o c c u r r e d  in  a 

cr ts ts  c o n t e x t  In  t h e  t u rmo i l ,  t h e  c r t t t ca l  p e r c e p -  

t t on  o f  a c c o u n t i n g  s e e m s  n o t  t o  h a v e  b e e n  de-  

v e l o p e d  m de ta t l  b u t  r a t h e r  to  h a v e  b e e n  a par-  

t tal ly m f o r m e d  p o s t u o n  w h t c h  c o u l d  b e  m o r e  

eas i ly  e x p r e s s e d  u n d e r  cris~s c o n d i t i o n s  ~s T h a t  

w h i c h  e n g e n d e r e d  t h e  t r a n s f o r m a t t o n  o f  t h e  

aura  may ,  tn thts  i n s t ance ,  h a v e  m a d e  Its r e c o n -  

s t i t u t t o n  m o r e  f eas ib le  All o f  thts  sugges t s  tha t  

po l i t t ca l  s t r a t egy  s h o u l d  b e  r e l a t e d  t o  h i s t o r i c a l  

c o n d i t t o n s  a n d  t h e i r  l ike ly  po t en t t a l ,  and,  tha t  an  

u n d e r s t a n d i n g  t h e r e o f t s  l ike ly  to  e n h a n c e  t h e  ef- 

f e c t t v e n e s s  o f  any  s t r a t egy  B e n j a m i n ' s  p e r s p e c t -  

tve  o n  p o l i u c a l  s t ra tegy ,  w h i l e  at  first  a p p e a r i n g  

a m b t g u o u s ,  is a r g u a b l y  r e c o n c i l a b l e  in t e r m s  o f  

tts s u p p o r t  for  thts  l a t t e r  p o s t t i o n  (c.f.  He ld ,  

1980,  p. 109;  H a b e r m a s ,  1983a ,  B e n j a m i n ,  
1 9 7 3 )  16 

T h e r e  d o e s  n o t  s e e m  to  b e  m u c h  o f  a ra t iona le  

t4 Habermas has argued that represston can only be lifted on the changmg of the broad spread ofcapttahst mstttuttons Where 
msututtons are preserved, the bastc nature of the system ls also maintained In this vtew 

Cultural goods are spotls that the ruhng ehte carrtes m tts trmmphal parade, and so the process of tradttton has to be 
¢hstmgmshed from myth The hberatton of culture ts certainly not possible without the overcoming of the represston of 
mstimttous (Itabermas, 1983a, p 135) 

ts Under more stable conchttons, however, people might tend to have more an~ety about challenging such an mstttutton 
(c.f Neumann, 1957) 

16 Whde Benjamin recogntzes the role of human agency m pohtmal change (wtth Marcuse (1972)), he appears at ttmes (c f 
Held, 1980, p 109) reluctant to advocate conscious involvement m a process already set towards  revo lu t io~  

whereas Marcuse (by analyttcally dksmtegratmg an oblecUve dluston ) would hke to prepare the way for a transformatton 
of the thus unmasked matertal relattonshtps of hfe and to mtttate an overcoming of the culture wtthm whtch these 
relattonshtps of hfe are stabthzed, Benjamin cannot see his task to be an attack on an art that ks already caught up m a 
process of dtssolutton (Habermas, 1983a, p 136) 

Benjamin, however, seems to be suggesting that wilde there ks a role for human agency, tilts mtght be made more effecttve, 
or even be overridden by historical contextual developments 

The manner m which human sense perceptton is orgamzed, the medium m whtch tt ks accomphshed, ts determined not 
only by nature but by hkstortcal ctrcumstances as well (Benjamin, 1983b, p 224) 
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for '~raiting for a crisis" (or  even trying to create 
oneV) before "acting". Nor does  there s eem to 
be much point  waiting for "unintended conse-  
quences" to occur  m although an awareness o f  
the nature of  historical condit ions  and their 
potential dynamic is o f  importance It does  
seem that account ing critique should form an 
e lement  o f  political praxis. In this respect, self- 
awareness of  accounting's posit ion in society  

much  enhances  rather than negates critical 
praxts The failure to  act wou ld  be to promote  
or privilege extant practices, and their conse-  
quences,  over  alternatives In m o d e m  times, 
when,  wi thout  radical political action the very 
environment  of  the g lobe may be threatened, 
self-awareness without  critical praxis appears to 
be irresponsible and dangerous 
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