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Abstract

The purpose of this paper is to ex-
amine the multiple competing logics at
work in an attempt by the European
Un-ion (EU) to institutionalize perfor-
mance-based budgeting (PBB) as part
of an Industrial Modernization Progr-
amme (IMP) in Egypt. An Enterprise
Resource Planning (ERP) as one of to-
day’s modern information and com-
munication technologies (ICT) was int-
roduced to facilitate the management of
PBB in the Industrial Modernization
Centre (IMC), the executive arm of the
IMP. A recent theoretical framework
that analyzes discourses in term of so-
cial, political and fantasmatic logics
was used. Case study materials were co-
llected from interviews, site visits and
observations and documentary evid-
ence. The findings of this study rev-
ealed the failure to institutionalize PBB
fantasy imposed by the EU as a con-
dition of funding and the ERP that sup-
posedly supports the diffusion of PBB
led to its failure. The competing pol-
itical logics at all levels (the EU, the
Egyptian government and the IMC) re-
ndered the PBB fantasy impossible. The
social logics of PBB are very different
from the social logics of line item bu-
dgeting. This study is based on studying
the introduction of performance-based
budgeting and the role of ERP in its

implementation in an Egyptian ente-
rprise, the IMC. The debate needs to
continue on the desirability and means
of instilling accountability cultures in
different countries. This study contri-
butes to debate on the role of supra-
national organizations like the EU and
the World Bank in the globalization of
performance-based budgeting. It also
introduces a new theoretical frame-wo-
rk, Logics of Critical Explanation, as a
useful tool in understanding change and
stability of management accounting sy-
stems.

Keywords — ERP, Accountability,
Transparency, Performance Based Bu-
dgeting, Logics of Critical Explanation

Introduction

It is widely recognized that account-
ing and accountability practices are glo-
bally driven (e.g. Granlund and Lukka,
1998; Cooper et al., 2003; Graham and
Neu, 2003; Sikka, 2003; Unerman, 20-
03; Nolke, 2005; Lehman, 2005; Ch-
anda & White, 2007; Hopper et al.,
2009; Marti, 2013; Adhikari et al., 20-
13). Granlund and Lukka (1998: 170),
for example, conclude that ‘current ma-
nagement accounting practices are str-
ongly framed and driven by factors at
the macro level, at which various and
considerable global pressures of con-
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vergence currently are at work.” Gr-
aham and Neu (2003: 451) also observe
that ‘the propagation of accounting ch-
anges ... has become more and more
associated with supranational organ-
izations, rather than with agencies of
individual states’ and that there is a
need to make visible the position of ac-
counting in the activities of such org-
anizations (p. 452). Supranational orga-
nisations encourage and facilitate the
diffusion and reproduction of specific
accounting and accountability practices
across time and space thereby contri-
buting to the globalization of moni-
toring and evaluation (M&E) practices.
Neu et al. (2002), for example, examine
how the World Bank operates as a co-
ordinating agency within the field of
higher education and how its specific
financial technologies operate as the ca-
rries of globalization practices. They id-
entify and trace three mechanisms thr-
ough which globalization practices are
diffused, namely lending, technical as-
sistance and the publication of reports.

The European Union (EU), along
with the US government and agencies
such as the World Bank and the Inter-
national Monetary Fund, has adopted
performance-based budgeting (PBB) [1]
as the basis for their own govern-ance
and that of the agencies and pr-ojects
that they fund (Lehtinen, 2002). Any
agency funded by the EU has to agree
to keep performance-based budgets and
to manage the funded project to achieve
certain measurable outcomes, referred
to as performance-conditionality (Klin-
gebiel et al., 2005). The aim is to create
a structure in which each agency will
monitor and evaluate certain performa-
nce measures, which in turn will not
only provide evidence of the success of
the EU in funding projects such as the

MEDA but also feed in at an executive
level to the EU in its stated aims in
providing overseas aid, the so-called
‘Millennium Development Goals’ with
their ‘poverty focus’ (Lehtinen, 2002).

The EU introduced the Industrial
Modernization Programme (IMP) to the
Egyptian government as one of the M-
EDA programmes that support eco-
nomic transition in Egypt. The IMP was
jointly funded by the Government of
Egypt and the EU. The specific pr-
ogramme objectives were to assist pr-
ivate enterprises in their development,
strengthen business associations, sup-
ort institutions and services, improve
the sector policy framework and str-
engthen the Ministry of Industry and
Technological Development (MITD),
including the establishment of mon-
itoring and evaluation mechanisms. The
Industrial Modernization Centre (IMC),
the executive arm of the IMP, was est-
ablished to provide demand-driven ser-
vices for the private sector companies
and institutions and support to the
MITD, notably in the policy-making
area. As a condition of funding, the
IMC had to implement PBB, and then
rolling it out across the MITD. Such
conditions were also observed in other
studies (see also Neu and Gomez, 2006;
Neu et al., 2006).

The case study examined here was
conducted in the IMC. Local organiz-
ational members in the IMC were con-
vinced that Enterprise Resource Plan-
ning (ERP) as one of today’s modern
information and communication tech-
nologies (ICT) was required to manage
PBB. They implemented the software
against the EU’s advice, although wit-
hin the rules of the agreement between
the EU and the government of Egypt. In
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other previous case studies, it was fo-
und that ERP is generally associated
with stability in management accoun-
ting systems (Granlund and Malmi,
2002; Scapens and Jazayeri, 2003; Dec-
how and Mouritsen, 2005; Quattrone
and Hopper, 2005; Hyvonen et al.,
2009; Kallunki et al., 2011; Kanellou
and Swathes, 2013; Ruivo et al., 2014).
Granlund and Malmi (2002) found that
while ERP has the potential to act as a
change agent, the observed change in
management accounting had been quite
moderate. Similarly, Scapens and Jaz-
ayeri (2003) founded that companies
tended to replace existing accounting
systems with other very similar syste-
ms. Also, in one of two organizations
studied, Quattrone and Hopper (2005)
found that ERP reproduced existing
structures and distance. Hyvonen et al.
(2009) examined two cases. In the first
case, demands for change in manage-
ment accounting were resisted and, in
the second case, the existing manag-
ement accounting was transferred into
ERP without any change in content.
The interaction between PBB and ERP
is interesting in the case presented here
as none of the previous studies docume-
nted such an interaction.

The main purpose of this paper is to
how the multiple competing logics at
work have contributed to the unsucce-
ssful attempt to institutionalize PBB in
the IMC and the role of ERP in this
process. The concept of multiple com-
peting logics at work in periods of in-
stitutionalization ad de-institutionaliza-
tion is recently explored (Meyer and
Hammerschmid, 2006; Dambrin et al.,
2007; Lounsbury, 2008; Hyvonen et al.,
2009; Steen, 2011; Brandau et al., 2013;
Amans et al., 2015). However, the an-
alysis here is based on Glynos and Ho-

warth (2007)’s ‘logics of critical ex-
planation’ framework, a poststructur-
alist investigation tool originally deve-
loped in political and social theories.
The three-fold typology of logics prop-
osed by Glynos and Howarth (20-07)
promises a rich analysis of the con-
tinuity and change of social practices,
including accounting and accountability
practices, by exploring the interplay be-
tween social, political and fantasmatic
logics.

The remainder of this paper is or-
ganized in six sections. The next sect-
ion is a review of the accounting liter-
ature on the diffusion of results-based
monitoring and evaluation practices,
particularly PBB, by supranational org-
anizations as a form of accountability
and ERP and management accounting
practices. This is followed by an arti-
culation of Glynos and Howarth (20-
07)’s theoretical framework and by the
details of data collected and the res-
earch method used in this study. The
implementation of PBB and ERP is
then presented, followed a discussion of
how multiple competing logics led to
the failure to institutionalize PBB in the
IMC and the role of ERP in this pro-
cess. The final section is a conclusion.

Literature Review:
Results-Based Monitoring and
Evaluation Practices as Acco-

untability Tool

Recent years have witnessed the gr-
owth of monitoring and evaluation act-
ivity in a wide range of areas such as
the measurement of public service perf-
ormance, environmental audit, value for
money audit, management audit, fore-
nsic audit, and quality audit (Berry and
Gray, 2000; Bowerman et al., 2000;
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Manson et al., 2001; Hughes, 2005; Kh-
alifa et al.,, 2007; Humphrey, 2008;
Waks, 2009; Adhikari et al., 2013; Br-
uns, 2014; Malmmose, 2015). This ac-
tivity has resulted in talk of an ‘audit
explosion’ (Power, 1994; 2003) and su-
ggested that we are living in an ‘audit
society’ (Power, 2000), ‘a society eng-
aged in constant checking and verif-
ication, an audit society in which a par-
ticular style of formalized accountab-
ility is the ruling principle’ (Power,
1997: 3 & 4). Power (2000: 112 & 114)
states that ‘the ideas of the “audit so-
ciety” and of the “audit explosion” req-
uire a great deal more conceptual and
empirical work...it remains to be seen
how well this argument travels to other
countries and systems’.

By adopting and diffusing results-
based monitoring and evaluation pra-
ctices, the EU extends the idea of the
‘audit society’ to the global level. Po-
wer (2000: 114) argues that ‘[t]he hu-
nch behind The Audit Society is that the
design of accounting reports, and of the
performance measures by which orga-
nizations can be judged, is greatly inf-
luenced by the imperative of “making
them auditable”, and that this has much
to do with agendas for control of these
organizations’. In demands for accou-
ntability and proof of good governance,
the auditability of the EU and its be-
neficiaries, which involves a distinctive
mode of ‘organizational fact building’,
facts based on specific traces and in-
scriptions (Power, 2007), became the
driving force behind the diffusion and
institutionalization of monitoring and
evaluation practices to increase acco-
untability of individuals and govern-
ments by providing both legitimation
and rewards for their achievements, and
the potential for sanctions.

The EU’s use of monitoring and ev-
aluation practices as an accountability
tool has the danger that ‘the imposition
of audit and related measures of aud-
itable performance leads to the opposite
of what was intended, i.e. it creates
forms of dysfunction for the audited
service itself” (Power, 1997: 98). This
has manifested itself in the growing nu-
mber of criticisms of the use of PB-
B/OBB around the world. Kong (2005)
shows that the practice of PBB in the
US is far behind the rhetoric: it is pre-
mature to claim that such practices will
replace line-budgeting. Willoughby and
Melkers (2000) observe that even with-
in US state governments, the impact of
PBB was greatest at agency level but
less so at central budget or legislative
levels, the reform process was one of
incremental change and was continually
evolving; no PBB system had been im-
plemented in its entirety. Wholey (20-
03, p.304) stated that ‘the jury is still
out on the question of whether and
when the value of performance-based
management will outweigh the cost of
performance-based management’.

Performance-based management is
an on-going project, yet the evidence to
date is that it has had limited success,
especially in developing countries. Ku-
sak and Rist (2001: 15) state that ‘the
reality is that putting in place even a
rudimentary system of monitoring, eva-
luating, and reporting on government
performance is not easy in the best of
circumstances. But the obstacles for de-
veloping countries are greater and more
formidable, even as they begin to con-
struct more traditional M&E systems’.
Kong and Danopoulos (2005: 21) hi-
ghlight the inherent difficulties with
PBB systems in finding and establi-
shing comparative data and in setting
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appropriate performance measures. This
is exacerbated by a lack of skills at
local level and inherent problems of
corruption in developing countries (p.
6). Mackay (2006) argues that there are
difficulties and issues, not least with
African countries which lack the reso-
urces and infrastructure to implement
monitoring and evaluation systems. M-
any countries are ‘simply too poor to be
able to conduct evaluations and rev-
iews, relying instead on donors for such
work’ (p.13).

ERP and Management Acco-
unting Stability

It is often observed that management
accounting systems and practices are
difficult or slow to change (Scapens and
Roberts, 1993; Burns, 2000; Granlund,
2001; Burns et al., 2003; Lukka, 2007;
Wagner et al., 2011;Sanchez-Rodriguez
and Sparkman, 2012; Teittinen et al.,
2013; Abbasi et al., 2014). It was exp-
ected that the introduction of ERP sys-
tems in the 1990s would radically
change management accounting syst-
ems and practices (Chapman and Chua,
2000; Sutton, 1999). Granlund and Ma-
Imi (2002) argue that there is a unidir-
ectional relationship between ERP sys-
tems and management accounting prac-
tices as these systems are commonly
difficult to modify. Therefore, it is the
management accounting practices that
are typically changed to fit the ‘new’
technology, not vice versa. Based on
this logic, Granlund and Malmi (2002)
described ERP systems as a ‘change ag-
ent’. Therefore, these systems promise
a radical change in the way of doing
things in the field of accounting. Ho-
wever, the empirical evidence does not
support this radical change in manage-
ment accounting practices (Granlund

and Malmi, 2002; Spathis and Cons-
tantinides, 2002; Scapens and Jazayeri,
2003; Quattrone and Hopper, 2005;
Hyvonen et al., 2009; Teittinen et al.,
2013; Abbasi et al., 2014).

Previous studies tend to reveal st-
ability or minor modifications of exis-
ting management accounting practices
after implementing ERP systems. In so-
me cases, ERP systems have produced
no change in management accounting
practices (Granlund, 2001). Modern
management accounting practices, like
those built into ERP, have been imp-
lemented in separate systems before the
introduction of ERP (Booth et al., 2000;
Granlund and Malmi, 2002; Spathis and
Constantinides, 2002) or companies ch-
oose ERP systems that replace existing
accounting systems with other very si-
milar systems (Scapens and Jazayeri,
2003). In other cases, there was evo-
lutionary change in management accou-
nting practices, that is, both traditional
and advanced management accounting
techniques are operated in separate sy-
stems (Granlund and Malmi, 2002).
Many companies implementing ERP
systems as a basic platform have not
abandoned some or all of their previous
legacy systems (Hyvonen, 2003) or ha-
ve used ERP modules from different
vendors in different functions, known
as Best of Breed (BOB) (Themistocle-
ous et al., 2001). They use BOB sys-
tems that closely align the selected soft-
ware with the business processes of the
organization (Hyvonen, 2003). It seems
that companies try to overcome the te-
chnological imperative of ERP systems
by partially returning to social determi-
nism. In the former, technology is vie-
wed as imposing itself upon a pow-
erless organization whereas, in the lat-
ter, technology is seen to be shaped by
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the inexorable requirements of the or-
ganization.

The Egyptian context is particularly
interesting because ERP systems are
still in their infancy and face some sp-
ecific challenges in less developed cou-
ntries, taking into account economic,
cultural and infrastructure challenges
(Huang and Palvia, 2001; EI Sayed and
Westrup, 2003; EI Sayed, 2006; Coad
et al., 2015). The failure to institutio-
nalize results-based monitoring and
evaluation practices (i.e. PBB) in the
IMC by the EU echoes the difficulties
facing such systems in less developed
countries and elsewhere. The focus of
this case study will be on the multiple
conflicting logics contributed to the fa-
ilure to institutionalize PBB in the IMC
and the role of ERP in this process. The
next section discusses the theoretical
framework of Glynos and Howarth (20-
07), known as “Logics of Critical Ex-
planation”, used to interpret the IMC
case.

Theoretical Framework

To understand how and why the Eg-
yptian Government, especially the MI-
TD and the IMC, has reacted to the ex-
ternal institutional pressures exerted by
the EU to diffuse PBB as part of the
IMP and the role of ERP in its diff-
usion, this study draws on the concept
of institutional logic. Institutional logic
is ‘the belief systems and related pract-
ices that predominate within an organ-
izational field” (Scott, 2001: 139). It
refers to broader cultural beliefs and
rules that structure cognition and guide
decision-making in a field (Lounsbury,
2008). It shapes worldviews by prov-
iding relevant structures and frames to
construct issues, problems, and solute-
ions as well as script action (Meyer and

Hammerschmid, 2006). The concept of
institutional logic recognizes that there
are multiple institutional environments,
each with differing belief systems sus-
taining different types of social pra-
ctices (Friedland and Alford, 1991). So
it is important to include several, com-
peting institutional logics in an organi-
zational field that will offer potential
explanations for different social prac-
tices (Hyvonen et al., 2009; Amans et
al., 2015).

Glynos and Howarth (2007) intr-
oduced a poststructuralist approach that
they term ‘Logics of Critical Expla-
nation’ to critically explain the transfo-
rmation, stabilization and maintenance
of social practices or regimes of social
practices. From this perspective, social
practices or regimes of practices are go-
verned by incomplete social structures
because of the inherent lack for a sub-
ject, known as the radical contingency,
on the one hand, and the collective acts
of subjective identification that main-
tain or transform those incomplete so-
cial structures on the other. For the pur-
pose of conducting critical explana-
tions, this approach draws on a three-
fold typology of logics, namely social,
political and fantasmatic. In this cont-
ext, the logic is designed to not just to
describe or characterize a social prac-
tice or a regime, but to capture the var-
ious conditions which make that pra-
ctice or regime possible, intelligible and
vulnerable.

Social logics are primarily charact-
erising a particular social practice or
regime along a synchronic axis (Glynos
and Howarth, 2007, p.137). They are
the substantive grammar or rules of a
practice or regime, which enable distill-
ation of their purpose, form and content
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(p.106). A regime is always a regime
of practices (Ibid.). The case in this st-
udy focuses on the attempt to introduce
new social logics by diffusing a form of
outcomes based budgeting based on
performance measures into the MITD
through the IMP. Outcomes or perform-
ance based budgets have gained legiti-
macy at governmental level and are cla-
imed to produce greater accountability
of individuals in governmental projects
through transparency of information
(Bruijn and Helden, 2006; Chwastiak,
2006). Such budgets are an extension of
the idea that governments should oper-
ate systems of M&E.

Political logics focus more on the
diachronic aspects of a social practice
or a regime, explicating how a practice
or a regime is challenged or defended.
They are related to a dislocatory mom-
ent, which signifies the presence of the
‘real’ in the symbolic order and can be
characterized as a moment when a se-
nse emerges. If political logics are co-
ncerned with the institution of the so-
cial, they are also related to its possible
de-institution or contestation.This is be-
cause the very institution of a new re-
gime or social practice presupposes the
possibility that a previous social order
is successfully displaced from its hege-
monic position and thus de-instituted
(Glynos and Howarth, 2007, p.142).
Political logics are instances of logics
of signification: logics of equivalence
and difference (p.143). If the logic of
equivalence involves the simplification
of signifying space then the logic of
difference involves its expansion and
complexification. Political logics help
to show how social practices and reg-

imes are contested, transformed and in-
stituted, thereby extending our grammar
beyond social logics (p.145).

Fantasmatic logics generate reasons
why the practices are maintained or re-
formed (Glynos and Howarth, 2007,
p.108). Fantasmatic logics ‘add a fur-
ther explanatory and critical layer to the
process of accounting for change or co-
ntinuity’ (p.145).They are a means to
understand why specific practices and
regimes ‘grip’ subjects. Glynos and Ho-
warth (2007) identify the discourse of
'fullness-to-come' as a key component
of fantasmatic logics driving political
logic.The fantasmatic logics contribute
to understanding of resistance to strat-
egic change but also to the speed and
direction of change when it does hap-
pen. This concept of fantasmatic logics
has important implications for under-
standing processes of resistance to PB-
B/ERP in this case. The ‘fullness-to-co-
me' metaphor can explain the willingn-
ess of the government in Egypt and oth-
er donee states to accept conditionali-
ties of PBB.

To account for change or continuity
of social practices (see Figure 1), we
need to consider the relationship bet-
ween fantasmatic logics and social pr-
actices on the one hand, and the rela-
tionship between fantasmatic logics and
political practices on the other. In re-
lation to social practices, the fantasy of
maintaining culture, the way things are
done over political expediencies,of civil
service resistance to change — of where
the power really lies (Glynos and Ho-
warth, 2007, p.146).1t reinforces na-
tural character of elements or actively
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prevents the emergence of the political
(p.147), the horrific or ideological di-
mension of fantasy. In relation to pol-
itical practices, the fantasy gives force
and direction, ‘it is the imaginary pro-
mise of recapturing our lost/impossible
enjoyment which provides the fantasy

Old Social Logics
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Old Social Practices

Dislocation

Political Logics

support for many of our political pr-
ojects and choices’ (Ibid.), the beatific
or ethical dimension of fantasy. Fantasy
operates to conceal or close off the ra-
dical contingency of social relations, to
marginalise contestatory aspects of so-
cial or political logics.
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Figure 1: Continuity and change of social practices

Data of the Study

Since 1977, EU/Egypt bilateral re-
lations have been governed by a Co-op-
eration Agreement, which provides for
economic co-operation between the pa-
rties and establishes provisions for non-
reciprocal trade liberalization and ma-
rket access. In 1995, the Barcelona De-
claration established the Euro-Mediter-
ranean Partnership between the EU and
the Mediterranean countries. Hence, it
was decided to change the system to en-
able the European Commission (EC)
and its Mediterranean partners to adapt
their development co-operation active-
ties more clearly to the goals set out in
the Barcelona Declaration and subsequ-
ently included in the Association Agre-
ements signed with each partner cou-
ntry. An Association Agreement had

been signed between the EU and Egypt.
Negotiations started in 1995 and lasted
four and half years. In December 1998,
the Egyptian People’s Assembly (the
Parliament) signed the Specific Fin-
ancing Agreement between the EU and
the government of Egypt. According to
this agreement, the sum of 250 million
Euros had been earmarked by the EU
for the IMP, in addition to 103 million
Euros mobilized by the government of
Egypt and 73 million Euros provided
by Egyptian companies as cost sharing
contributions.

In 2000, a presidential decree was
issued to establish the organizational st-
ructure for the programme. A year later,
the IMC, the executive arm of the IMP,
was legally established in December
2001 although it started its activities in
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June 2002 to provide demand-driven
services for the private sector compa-
nies and institutions and support to the
MITD, notably in the policy-making
area. As a condition of funding, the

IMC had to implement PBB, and then
rolling it out across the MITD. Even the
organizational structure of IMC was
based on the PBB concept (see Figure

2) [4].
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Figure 2: The management structure of IMC.

A closer look at this organizational
chart reveals that the senior manage-
ment team structure of IMC is made up
of the Executive Director, the Progra-
mme Co-ordinator/ Monitor, the Contr-
acts/ Log-frame Controller and the Fin-
ancial Controller as well as five Com-
ponent Managers. The Executive Direc-
tor has overall responsibility for manag-
ing the activities, staff and PBB budget
of the Centre. He reports to the Indus-
trial Modernization Council, chaired by
the Minister of Industry and Technol-
ogical Development, which in turn rep-
orts to the Prime Minister, the Cabinet
and the President. The Programme Co-
ordinator/ Monitor is responsible for
co-ordinating and overseeing the range
of support sub-programmes operated
under the Centre. In addition, he is res-
ponsible for monitoring the implement-
ation progress of the range of subpr-

ogrammes under the Centre and pro-
viding regular feedback to other exec-
utive staff and to financiers. He reports
to the Executive Director and deputizes
for the Executive Director in his abse-
nce. The IMC members were recruited
internationally. They included both
European and Egyptian executives.

The IMC was chosen for two rea-
sons. First, the IMC adopted PBB and
ERP. The interaction between PBB and
ERP is interesting in this case. The ERP
system (BAAN software) was custom-
ized to fit the PBB practices used by the
IMC. Management accountants in the
IMC played a major role in resisting
pressures from external agents to adopt
adifferentsystem whilstattempting (and
failing) to coerce other agents in the
IMC into using the ERP system to ma-
nage PBB. Second, this organization
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was in a developing country, Egypt,
and the context in which the events oc-
curred has received little coverage in
the accounting literature. More research
on ERP, accounting and accountability
practices is required to compare the
PBB/ ERP implementation practices in
developed vs. developing countries, in
order to understand the contextual and
national differences on PBB/ ERP imp-
lementations and their impact on the
adoption or rejection of accounting sy-
stems and practices (Soh et al., 2000;
Huang and Palvia, 2001; El Sayed and
Westrup, 2003; Alhirz and Sajeev, 20-
15).

Access to the case organization (the
IMC) was based on contacting the BA-
AN vendor internationally and locally.
The local vendor played a major role in
facilitating contact with PBB/ERP pr-
oject team members and giving full de-
tails about the project. To facilitate acc-
ess to some confidential information,
formal written permission was obtained
from the Central Agency for Public
Mobilization and Statistics, the official
source of providing and authorizing the
collection of data from government ag-
encies.

The case study method was used to
obtain a rich set of data surrounding the
research issues and to capture the con-
textual complexity (Yin, 2014). Case
study materials included interviews, site
visits and observations, correspondence
by e-mail across the period and the co-
llection of documentary evidence spa-
nning the period of study, including pr-
ess materials. Giddens (1984: 244) no-
ted that ‘all social life is episodic’ and
this particular episode is long enough to
observe a struggle to establish structu-
res, positions and power — the process
of establishing rules and routines, of

institutionalization, an area not yet fully
explored in the accounting literature. In
depth semi-structured interviews were
the main data collection method. They
were conducted with PBB/ERP project
team members including Financial Co-
ntroller, Financial Systems Manager,
senior and junior management accou-
ntants as well as the Executive Director
of IMC, the MIS Manager and some
component managers.

Some interviewees were met twice
to clarify some events identified from
other interviewees. All interviews were
face-to-face and lasted up to 2 hours.
Most interviews were tape-recorded and
then transcribed. However, some int-
erviews preferred to talk in a more co-
nfidential way. In these cases, extensive
notes were taking during interviews.
Semi-structured interview questions we-
re used only as a basic guideline during
the interview to make sure that all re-
levant topics were covered, to provide
direction for questioning and to help the
researcher conduct the interview in a
systemic way. In most cases, suppleme-
ntary questions were asked; particularly
when initial responses needed elabor-
ation or when new issues emerged in
the course of discussions. For instance,
the IMC was originally selected bec-
ause it implemented PBB and ERP.
However, during a visit to the IMC, a
meeting with the current Financial Sy-
stems Manager revealed that there is
custom web-based software for man-
aging the IMC’s PBB budget. This in-
formation initiated a number of que-
stions that were asked to the current Fi-
nancial Systems Manager, the ex-Fi-
nancial Systems Manager and the cur-
rent MIS Manager. These questions fo-
cused on the role of both software sy-
stems in managing the IMC’s PBB bu-
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dget and the possible integration betw-
een the two software systems.

The Egyptian Industrial Cri-
sis and the Introduction of P-
erformance-Based Budgeting

Reform

At the level of MITD, the disloca-
tory moment is related to the deterio-
rating Egyptian industrial performance
in the 1990s. Industrial policies in Egy-
pt were inconsistent and ineffective.
Incentives to investors were given wh-
ile extra taxes, complicated procedures
and macroeconomic ambiguity discour-
aged investors. In fact, some times they
even had a negative impact on indu-
strial development. Egyptian industrial
performance, therefore, suffered from
several weaknesses such as limited co-
ntribution to GDP, limited absorptive
capacity for high technology, low wag-
es and low productivity of labour, lim-
ited integration among enterprises, low
levels of manufactured exports and high
cost of industrial growth and lack of
built-in mechanisms to review, monitor
and implement policies and then adopt
any necessary corrective actions. To
overcome these shortcomings, the EU
introduced the IMP as one of the ME-
DA programmes that support economic
transition in Egypt. The IMP was joi-
ntly funded by the Government of Eg-
ypt and the European Union. The spe-
cific programme objectives were to as-
sist private enterprises in their develop-
pment, strengthen business associate-
ons, support institutions and services,
improve the sector policy framework
and strengthen the MITD, including re-
forming the MITD’s budgetary system
to establish monitoring and evaluation
mechanisms. Therefore, the IMP was

designed to become a permanent str-
ucture in the long term.

The EU’s political logics of introd-
ucing PBB, as a condition on funding,
to the MITD were related to the Egy-
ptian industrial crisis and comprise log-
ics of difference and logics of equival-
ence. PBB represents difference from
traditional line item budgeting used in
the MITD with incomplete budget tran-
sparency that limits an informed public
discussion on industrial policy and ov-
ersight the MITD’s use of national res-
ources. It also represents equivalence
with transparent PBB of more devel-
oped countries. The social logics struct-
uring PBB practices in developed coun-
tries are management by objectives (re-
sults) and budget decentralization. PBB
can aid in the management of ongoing
activities to improve effectiveness and
efficiency. It mandates information on
activity levels that allows accounta-
bility based on efficiency and requires
information on how well a governme-
ntal unit is meeting particular objectives
that may allow accountability based on
measures of outcomes. Another impor-
tant feature of PBB is decentralization
that gives the governmental units’ adm-
inistrators greater freedom in preparing
their plans and budget estimates. PBB
may require governmental units to for-
ecast how much programmes will cost,
and possibly to relate those costs to
activity levels for some number of ye-
ars into the future.

The EU’s fantasmatic logic of in-
troducing PBB reform to the MITD was
to create transparency as a form of ac-
countability in order to provide the ba-
sis for confidence for distant others (the
EU). It was the driving force behind
introducing PBB fantasy to the MITD.
The objective was to encourage greater
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openness and more visibility in the bu-
dgetary process. However, this beatific
dimension of PBB fantasy was not
achieved. This fact can be interpreted in
the light of a number of observations.
The IMP was a topic of much contro-
versy. The programme, scheduled to
start in 1999, was only launched in De-
cember 2001. The failure of the prog-
ramme to materialise until December
2001, despite the availability of the fu-
nd, had the European Commission thre-
atening to withdraw its financial sup-
port. The three-year delay means that
only one and half years of the program-
mme were left. To cover the lost time,
the Minister of Industry and Techno-
logical Development announced in Ap-
ril 2002 that the ministry arranged with
the EC for the programme to extend
until 2006. The executive director of
IMC commented

To be able to do our job properly we
need long-term planning. Year and half
are not enough. It’s like taking off to
land again...We have given the green
light by the EC to go ahead and make a
one-year plan that starts in June 2002,
which means that, in principle, the
programme will extended beyond its
deadline.

The Egyptian fantasmatic logic was
just to modernize the Egyptian industry,
the stated aim of the IMP. Another co-
mpeting political logic of difference
emerged at the level of the Egyptian
government. It was to establish the IMC
as an independent body to avoid disr-
upting the Egyptian traditional budg-
etary system. Built into the Egyptian le-
gal system accounting regulations requ-
ire the use of line item budgeting and a
cash basis of accounting [2]. The pr-
esidential decree issued in December

2000 established a relatively independ-
ent organisational structure of the IMP
from the MITD. However, the IMC is
still under the supervision of the Min-
ister of Industry and Technological
Development but he does not intervene
in day to day activities. A report of the
Centre’s performance is made to the
Industrial Modernisation Council, whi-
ch is chaired by the Minister of Industry
and Technological Developm-ent, on a
quarterly basis.

Furthermore, the IMP was the MI-
TD’s largest and the most comprehend-
sive programme for industrial devel-
opment. However, the role of IMC in
the process of Egyptian industrial dev-
elopment was transitional. Its duration
was only 54 months. Therefore, after
the termination of the IMP, its indus-
trial assistance sub-programmes have
been placed to outside independent str-
uctures. The ex-Financial Systems Ma-
nager confirmed this information in
2005:

The EU and the Egyptian govern-
ment started to think about the legal
status of the BRCs (Business Resource
Centres). Should they be business so-
cieties or something else? So when the
IMC closes, these BRCs continue and
do not stop working. They become self-
funded and self-acquisition and become
autonomous.

Although the IMC was planned to
end in May 2006 as set in the Specific
Financing Agreement between the EU
and the government of Egypt, at that
time there were still available funds in
the IMC’s budget. In addition, other
international donors offered more funds
to help continue the IMC’s activities. In
the event, the government of Egypt
decided not to close the IMC and it is
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still working at the present time. The
new IMC vision is to be the leading
Egyptian Development Agency for ind-
ustry contributing to competitive-eness,
economic growth, export growth and
job creation (IMC, 2016). The IMC is
now a sustainable industrial agency.

The vector, therefore, was for the
horrific dimension of maintaining line
item budgeting with its very different
social logics at the level of MITD,
including the logics of financial control
and centralization. Line item budgeting
provides financial control over inputs of
budgeting, which allows decision mak-
ers to hold administrators account-table
for how the many was spent. It, howe-
ver, may Yield little information on the
relationship between resources and ou-
tcomes. This limits budget transpare-
ncy, which is essential for ensuring acc-
ountability to the People’s Assembly
and Egyptian citizens. The format of
the budget and the subsequent reporting
by various governmental units, inclu-
ding the MITD, prevent any meaningful
performance audit. The ex post auditing
conducted by the Central Agency for
Accountability [3] does not help in
ascertaining whether the resources used
let to the achievement of the desired
results. The preparation of the line item
budget in Egypt is centrally managed
by the Sector of General State Budg-
eting (the central budget office) in the
Ministry of Finance. Budget centraliz-
ation is also essential part of Egyptian
budgeting to impose some financial di-
scipline on governmental agencies’ req-
uests and assemble them into a coherent
package to be submitted to the People’s
Assembly.

The Challenges to Adopt an

ERP System

At the level of IMC, another disloc-
atory moment was observed. The Fin-
ance Department was established in the
formative stages of IMC and consisted
of five personnel (the Financial Man-
ager, the Financial Systems Manager,
two senior management accountants
and one junior management accountant)
reporting to the Financial Controller.
The Financial Controller worked with
the Financial Systems Manager to esta-
blish a computerized accounting system
to manage the IMC budget, which was
based on the PBB concept. Initially, a
generic software package called ‘Quic-
kBooks’ was used to record routine
transactions such as general ledger, acc-
ounts receivable and accounts payable.
However, several problems arose from
its use. Probably this package was best
suited to the financial reporting of small
business enterprises, rather than the bu-
dgetary control of larger, public org-
anizations. The ex-Financial Systems
Manager indicated that:

The Quick Books software lacks
users’ security, has a limited database
and is vulnerable to being corrupted.
You could easily lose all data stored on
it. It is limited software similar to a Mi-
crosoft Excel file. Furthermore, it su-
ddenly stops working, from time to ti-
me, and does not accept any new re-
cords. It was totally unreliable.

The IMC’s political logics of IT re-
form, which comprise both logics of
equivalence and logics of difference,
related to this moment emerged. Logics
of difference were to replace inefficient
software to cope with the planned exp-
ansion of IMC. In view of the weakn-
esses stated above and the planned exp-
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ansion of IMC’s activities to establish a
number of new Business Resource Ce-
ntres (BRCs) [5], the Financial Contr-
oller regarded the introduction of ERP
as a legitimate and rational response to
the Centre’s problems and future expa-
nsion. So he proposed adopting ERP to
integrate all the Centre’s internal com-
ponents and the BRCs and overcome
the existing package’s problems. Logics
of equivalence were to manage the IMC
budget like any private sector enter-
prise. Bothe the Financial Controller
and the Financial Systems Manager ha-
ve previous experiences of using ERP
systems in private sector companies.

The decision to adopt ERP was agr-
eed by the Executive Director, a close
friend of the Financial Controller. A
tender to supply the ERP software was
prepared and published in newspapers.
After a short period of time, the co-
mmission of the EU cancelled the te-
nder because the IMC had violated EU
tender procedures by issuing the tender
without prior written permission of the
EU (the value of the contract exceeded
the contracting authority of the IMC)
and the members of the commission not
being convinced of the need of the IMC
for such software, being a temporal
organization. The IMC members might
not have been aware of this legal aspect
or ignored it. However, the Financial
Systems Manager and the Financial Co-
ntroller were convinced of the need for
such software, taking into account the
problems with the other available pac-
kage, the possible expansion of the IM-
C to serve other cities, and their pers-
onal experience and knowledge of the
ERP system and its capacity to run lar-
ge organizations such as the IMC. The

ex-Financial Systems Manager compl-
ained:

The members of the EU Commission
saw that a small package would satisfy
the IMC’s information needs. Regre-
ttably, they did not understand what
ERP means. You spoke to persons who
did not understand the value of ERP.
All their perceptions and believes were
that ERP is accounting software. Ther-
efore, we should purchase any small ac-
counting software. The Commission’s
members cancelled the ERP project
and, at the same time, they required
reports and other requests that could not
be prepared without the ERP system.
Things could not be done manually.

However, the rejection of the project
by the EU commissioners did not dem-
otivate the management accountants to
stop their attempt to buy the ERP sys-
tem. They then played according to the
rules of the game (the limits allowed to
the IMC in the Specific Finance Agre-
ement). Another tender, which took into
account the limits of the contracting
authority of the IMC, was prepared and
published. The value of the tender was
reduced to be within the contracting au-
thority of the IMC in order to avoid the
intervention of the EU, primarily by
purchasing only five licences for five
users. The action taken by the IMC, es-
pecially the second tender, was legal
this time as the Specific Finance Agr-
eement specified the limits of the con-
tracting authority of each party and the
second tender was within the limits
allowed to the IMC. The EU repress-
entatives, had they been aware, would
not have been able to stop the ERP
project in the second tender because it
was within the capacity of the IMC.
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ERP Implementation and C-
ustomization Process: Enco-
ding the Social Logics of PBB
into ERP

An ERP project team was formed
and BAAN software was selected. The
team was composed of a project leader
(the ex-Financial Controller), a project
manager (the ex-Financial System Ma-
nager), three key users and two IT sp-
ecialists from the BAAN vendor in Eg-
ypt. From the IMC side, only the Fin-
ance Department’s members had be-en
represented in the project team. The pr-
oject team began the ERP implement-
ation process. This process started with
the definition of business requirem-
ents, especially with respect to the Fin-
ance area. A number of meetings were
held with the component departments’
members, especially senior level man-
agers, to know what each department
does. Based on these meetings, the wo-
rkflow and the business processes that
ought to be done were developed.

The definition of business require-
ements led to encoding EU social lo-
gics, especially PBB, into the ERP
software because the IMC’s executives
were selected on the basis of their ex-
periences in the EU programmes and
projects. For example, one qualification
that formed the basis for selecting the
Financial Controller was that the cand-

idate should possess a detailed know-
ledge of the international donor organi-
sation’s financial and disbursement pro-
cedures, and knowledge of EU contract
procedures in particular would be an
advantage.The BAAN software has
been customised to suit the IMC’s ne-
eds, earlier identified through the bu-
siness analysis. A senior accountant
stated:

The ERP software has been mo-
dified several times. The ERP vendor
has been called in to modify the sof-
tware to satisfy the basic needs of the
Centre and the increasing demands of
managers for information.

Programmes in the IMC are the
main classification of the modernisation
schemes. Budgets for the programmes
are set annually. In some cases, the
periods are revised in order to suit the
requirements. So there may be overl-
apping between the budgets for various
programmes. Each programme consists
of projects that are specific to it. For
some programmes, there are sub-proj-
ects within a project that are unique to
it. The budget lines are the last lines of
activity that are specific to a project-
t/sub-project. The limit of spending is
set at a programme level and at the bu-
dget line level within the programme.
The following figure illustrates the hi-
erarchy of various programmes.
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Figure 3: The Hierarchy of Various Programmes
Source: IMC Business Process Summary

This concept of programme budget
was built into the ERP system and is dr-
awn upon in the day to day interactions.
The ex-Financial Systems Manager ex-
plained this process of customisation:

There is no module for government
units in BAAN software. This is some-
thing in the implementation. Som-eth-
ing we call work around which me-ans
that something the system does not no-
rmally do, you turn around the system
because you know functions in the
system that can handle this thing. For
example ... The word ‘budget’ in the
........ means activities for which
money will be allocated. Therefore, the
business lines in the budget have been
treated as expense accounts. Each acc-
ount has been connected to a budget in
the system. It is a different concept. The
word ‘budget’ in any application is a
group of accounts. The word ‘budget’
in the IMC is another thing. It is a gro-
up of activities or lines of activities...
There is an ability to open more than
one budget at the same time. There is a
budget called ‘IWP’; another one called
‘IEWP’ and another one called ‘tak-
eoff’. At the same time, there are three
budgets opened one for each different
source of fund, that is, EU, Egyptian
government and private sector...The
budget in the IMC, this is confusing, is

not the same as the budget in the sys-
tem....

The IMC operation is based on work
plans, which does not have fixed time
duration. To accommodate this requ-
irement, 20 fiscal periods are defined in
BAAN. If any particular work plan is
going to exceed 20 months, the end
dates for the year need to be changed in
advance. Furthermore, there are certain
facilities built into the ERP that are
drawn upon in the process of accou-
ntability in the IMC. In this regard, The
ex-Financial Systems Manager pointed
out:

Component managers take pride in
what, or what is the performance me-
asure, how much money a manager has
disbursed. The larger he/she disburses,
the more work he/she does. Therefore,
in order to show he/she is working ha-
rdly, a component manager says that,
for example, | have a certain budget li-
ne amounted to Euro 100000 and | have
disbursed Euro 70000. When the Fina-
nce Department examines his/her bud-
get lines, it reveals that the actual exp-
enditures are Euro 40000 and the rest is
requisitions in progress. The Finance
Department does not know any thing
about the requisitions until the Exec-
utive Director, the IMC’s chairman, ap-
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proves them because sometime some
requisitions are not approved.

The likelihood that component man-
agers will under-perform is very high
due to several factors, some of which
are out of control such as some enviro-
nmental uncertainties. Drawing upon
accounting information generated from
ERP, the Financial Policy Manager ex-
pressed his concern about the conse-
guences of uncertainties on account-
ability issue:

It is very important for us to make
what is called the budget management
or budget control to analyse the gaps
between what was forecasted and the
actual figures...my problem is more
where we miss something, what happ-
ened, what was our vision when you go
and what change since then. Ok, be-
cause we are facing a high degree of
change in the entire environment. As
you know, the government changed re-
cently, for instance, and so the orient-
ation may change. So | might have, 5
million Euros, in a foreign exchange
heritage fund. This assumes that there
will be a strong political support beca-
use it is very sensitive instruments...If
a minister comes and says this is not a
priority | will have to change it to stop
it to stop this project, but the budget
will still be there...Meaning that there
could be a gap. | am not interested to
see this gap.

Moreover, certain norms were built
into the ERP system. A senior account-
tant explained the use of norms built
into the ERP:

The ERP software can discover right
and wrong transactions. For instance, if
the ceiling of a budget line is one mi-
llion Euros and you try to enter a con-

tract amounted to 1.2 million Euros; the
ERP will reject this transaction.

Following the purchase of the ERP
system, the BAAN vendor in Egypt pr-
ovided consultancy services to imp-
lement the software and train the IMC
members on its use. Hence, there were
some of the successful implementation
factors identified in the literature, such
as the support of top management, a kn-
owledgeable project team and sufficient
training. However, other factors affect-
ted the implementation outcomes. The-
re were several implementations. The
first was that the consulting company
did not have any human resources to
implement the ERP system. The vendor
recruited an Indian expert to implement
the software, but he only implemented
some sub-modules of the Finance
module and did not complete the rest.
He had a dispute with the company, re-
signed and returned home. The depar-
ture of the Indian expert motivated the
ERP Project Manager (the ex-Financial
System Manager) to complete the imp-
lementation of receivables and payables
into the Finance module.

After 2 or 3 months, the IMC real-
ized that they needed the cash mana-
gement sub-module. Again, the ERP
Project Manager implemented this sub-
module himself. After 6 months, the
IMC started to expand its business and
sign long term contracts for 2 or 3 ye-
ars.The Distribution module was im-
plemented to control long-term cont-
racts, but this time with help from the
consulting company attached to the
vendor. The Technical Manager of the
ERP vendor did not deny this fact. He
stated that:

During the implementation, they did
not have a need for cash management.
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Two or three months after finalizing the
implementation, the Financial Systems
Manager, who was responsible for the
implementation, called me and infor-
med me that he implemented the cash
management sub-module. | asked you
used it, how? He told me | implemented
it and we did not need you. | said to
him this is a proud for us and not for
any one else that the implementation is
S0 easy to the degree that you can do it
yourself and your experience in Baan is
just three months.

He continued his comments:

The Financial System Manager has
an excellent background in ERP sys-
tems. Fortunately, he was using ERP
systems. But, | mean, at that time, he
still had only three months experience
in using Baan and was able to implem-
ent the sub-module.That was impre-
ssive.

The Establishment of the M-
IS Department and Limiting
the Role of ERP in Managing
the Budget

In the meantime, following the con-
flict between the EU auditors and man-
agement accountants on the introdu-
ction of the ERP system, the Log-fra-
mes and Contracts Department (herea-
fter the MIS Department) was establi-
shed. This action was perceived by the
management accountants as a punish-
ent. A British controller had been ap-
pointed by the EU to manage this
department. The ERP Project Manager
tried to convince the ‘new’ controller to
take up the ERP system, offering to
leave his position in the Finance Dep-
artment, move to the MIS Department
and come under the control of the Log-
frames and Contracts Controller in that

department. This suggestion was reject-
ted as this controller had been charged
with developing and implementing a
rival web-based custom system to man-
age the budget from scratch. He appo-
inted an Egyptian, who had served with
him on another programme sponsored
by the EU, as MIS Manager.

The MIS Manager started internally
developing and implementing web-ba-
sed custom software supported by an
electronic signature system to trace req-
uisitions and contracts and automati-
cally adjust the budget lines using the
Intranet. Suddenly, both the Log-frames
and Contracts Controller and the MIS
Manager left the IMC. The ex-MIS
Manager did not complete the web-
based custom software. The ERP and
the web-based software continued to
co-exist, but with a number of dupli-
cations and anomalies being observed.
The two information systems were not
integrated because of an EU interve-
ntion that limited the number of lice-
nces purchased. Further, the ex-Log-
frames and Contracts Controller had
refused any integration and the mem-
bers of the MIS Department were not
trained in using the ERP. In this regard,
the current Financial System Manager
stated that:

The ERP records a lot of data and
provides more information than the
Java software such as banks and foreign
currency evaluations. The budget allo-
cations (tracing requisitions) are the
main problem of the ERP. The Java
project is experimental and incomplete.
In addition, the project has not been co-
mpleted as its designer left the IMC and
his predecessor only operates the avai-
lable part of the project.
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The current MIS Manager confirmed
the ERP problems:

The ERP is incomplete. For exa-
mple, it is unable to trace the requis-
itions launched until its approval by the
Executive Director. The web-based cus-
tom software is able to do so using a
Java system, Microsoft Outlook e-mail,
an electronic signature system and Intr-
anet. In addition, customers and cons-
ultants in other Egyptian districts can
use the web-based custom software. All
information is stored on the server and
the Intranet facilitates this access.

The Technical Manager of Baan ven-
dor in Egypt replied that:

This is not a shortcoming in the
software (ERP software) to play this
role that each manager has his/her own
user name, password and business mo-
del. The software can satisfy this requ-
irement without any problem ... The
IMC only purchased five licences for
five users. This number of licences was
not enough to be used by all managers
and their assistants. Therefore, it was a
mere financial problem.

The situation was left with the ma-
nagement accountants in the IMC as the
custodians/managers of the ERP syst-
em. Component managers could check
informally whether there were enough
funds using the web-based system but
formally, they asked the management
accountants to do this job. The ERP
Project Manager tried to transfer this
task to the component managers, but
they refused to take responsibility for
the financial aspects of their own act-
ivities, claiming that they lacked acc-
ounting knowledge. They relied on the
management accountants to simplify
the accounting reports extracted from

the ERP. As a senior accountant exp-
lained,

Managers are unable to understand
the accounts codes used and their me-
anings. Therefore, data extracted from
the ERP software is re-presented in
order to be understandable to managers.
Accountants prepare simplified reports
using Microsoft Excel sheets. In these
simplified reports, numbers are clearly
explained in more details.

Also, the ERP Project Manager pro-
posed implementing the Transportation
Management module to monitor the use
of IMC cars. However, the managers
resisted this proposal. Despite the uns-
atisfactory nature of the systems in
place, patterns for handling transactions
and reports did become established and
stability, of sorts, was achieved. In
2003, the Irag War dramatically affect-
ted the IMC’s expansion plans. The EU
decided to re-distribute the IMC’s bu-
dget in order to assist the government
of Egypt address the economic impact
of the war in Irag. Some expansion pla-
ns were cancelled. This lack of money
terminated the intended plan for exp-
anding ERP implementation and use
into the IMC’s branches. The ex-Fin-
ancial Systems Manager described the
impact of the Irag War on the IMC:

During the Iraq War, the Egyptian
Government requested from the EU to
transfer part of the IMC’s budget to su-
pport the Egyptian Government’s bud-
get. This is due to the dramatic effects
of the Iraq War on the Government’s
revenues. The EU transferred about
Euro 70 million from the IMC’s budget
for supporting the Egyptian Governm-
ent’s budget. Therefore, when this tran-
sfer occurred, the EU started to reallo-
cate and resize the IMC’s budget.
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After a period of time, the EU aud-
itors became aware that the IMC had
adopted an ERP system despite their
refusal of the project. In 2004, they
took a series of negative sanctions ag-
ainst IMC members, including termi-
nation of the service contracts of the
Executive Director, the Financial Con-
troller and the Financial System Man-
ager. The departure of the ERP sponsor,
initiator and manager put an end to any
future development of the ERP system.
The ex-Financial Systems Manager
described some of these actions:

Subsequently, the EU Commission
discovered that we adopted the ERP
system. Between you and me, this was
one of the main causes for terminating
the service contracts of both the Exe-
cutive Director and the Financial Cont-
roller. What | mean, the EU Comm-
ission rejected the ERP project and we
insisted on doing it. You want me to tell
you more? After a period of time, the
EU Commission requested each depart-
ment to submit a report about its achi-
evements. We, as a Finance Depart-
ment, included the implementation of
an ERP system in Finance and Logis-
tics as one of the Department’s achieve-
ments. The EU Commission returned
the report in order to omit the word
‘ERP’. We modified the report and sta-
ted that we implemented an accounting
package called Baan.

The IMC’s fantasmatic logic of
introducing ERP to the IMC was the
integration, standardization and dece-
ntralization of the IMC’s budgetary ma-
nagement. However, a number of ch-
allenges have limited the role of ERP in
managing PBB in the IMC or even
rolling the PBB reform out across the
MITD. Two more competing political

logics, among other challenges, were
observed, the IMC’s logic of equiv-
alence and the EU’s logic of difference.
The IMC’s logic of equivalence was to
convince and get support from all IMC
members to be behind the ERP project.
The ERP project manager was attem-
pting convince other organizational me-
mbers, including component managers
and MIS members, to use the ERP sy-
stem. The EU’s logic of difference was
to attempt to break down these ch-ains
of equivalence. The EU was trying to
prevent allocating monies to non-pr-
oductive projects. Even at the level of
IMC, PBB was not successful. Its imp-
lementation was frustrated by the con-
flicts around the legitimacy of ERP pr-
oject. ERP that was supposed to faci-
litate the implementation of PBB in the
IMC become a major obstacle towards
achieving PBB fantasy.

Discussion

The case study outlines a project to
introduce PBB and ERP, as part of the
IMP, into the IMC and the MITD, a
project that can be described as a failed
attempt to institutionalize PBB frust-
rated by the implementation of an ERP
system and other circumstances. What
the case does raise for investigation is
why PBB is regarded as necessary to
achieve the aims of the EU. If their aim
is to ultimately relieve poverty and de-
pendence among less developed cou-
ntries, then the modernization of the
Egyptian industry would seem to ach-
ieve that aim per se. The IMP aimed to
improve the competitiveness of 5000
industrial firms and the IMC served
14487 firms as of 30" June 2009 (IMC,
2010a), which eventually increased in-
dustrial exports (see Figure 4). The lo-
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gics of critical explanation allow us to
analyze the layers of discourses that

resources committed to implement an
ERP system to supposedly support PBB

explain why PBB has not been fully management.

institutionalized despite the significant
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Figure 4: Industrial exports growth in Egypt in million (EGP) in 54 months
(Source: IMC, 2010)

In the lens of Glynos and Howarth
(2007)’s theoretical framework, fantas-
matic logics are the drivers of both so-
cial and political logics. The EU’s fan-
tasmatic logic of PBB is transparency
as a form of accountability and the sug-
gestion that transparency is integral to
the fullness-to-come in form of reliev-
ing poverty. As Strathern (2000) poin-
ted out, being transparent has become
equated with being accountable and au-
ditable. Stock of knowledge concerning
accountability and auditability are sim-
plified, codified into PBB which is pe-
rformance made auditable from the
IMC and the MITD through the Egyp-
tian government to the EU, who ‘wants
to see where its money is going’. It is
the enjoyment of knowing and ‘the in-
side of the organization becomes more
visible, that is transparent’ (Gray, 1992:
415). The EU has used the condition of
funding to diffuse PBB supported by
the political logics of equivalence with
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transparent PBB of more developed co-
untries and difference from traditional
line item budgeting, which lacks trans-
parency and accountability. However,
the adoption of these political logics
means that the social logics of existing
institutionalized budgetary practices ha-
ve to be deinstitutionalized. This cha-
nge was difficult at the moment beca-
use of the existing legal and institute-
ional constraints in Egypt.

The EU’s own aims of ending po-
verty through intervention are a clear
version of this discourse, as is neo-
liberalism. But this still leaves the qu-
estion of why PBB is being prom-ul-
gated. According to Roberts (2009: 957
& 958), ‘We seem to believe in tra-
nsparency, and with every failure of go-
vernance, we have been prone to invest
in yet further transparency as the ass-
umed remedy for all failures... the ideal
of a complete transparency is an im-
possible fantasy, but one that is nev-
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ertheless widely shared’. The EU’s PBB
fantasy was not consistent with the
Egyptian fantasy. At the level of the
Egyptian government and the MITD,
the EU’s fantasmatic logic competed
with the Egyptian fantasy of just mod-
ernizing the Egyptian industry to im-
prove industrial firms’ competitiveness
and finally increase industrial exports.
To avoid disrupting the Egyptian trad-
itional budgetary system, another com-
peting political logic of difference int-
roduced to establish the IMC as an ind-
ependent body. This maintains the exi-
sting social logics associated with line
item budgeting. It is the discourse of
resistance and enjoyment of retaining
identity against external pressures.

At the level of IMC, another co-
mpeting fantasmatic logic was to integ-
rate, standardize and decentralize the
budgetary management through the im-
plementation of an ERP system. This
fantasy was supported by political log-
ics of replacing inefficient outdated sof-
tware, managing the IMC budget like
any private sector firm and convincing
other organizational actors to use the
ERP system. However, the IMC’s ERP
fantasy was resisted by the EU’s politi-
cal intervention to prevent allocating
monies to non-productive projects. The
IMC was immediately part of a larger
national project (the IMP) and further,
part of an international construction by
the EU to deliver on a major goal of
reducing poverty. The Finance Dep-art-
ment and other executives of the IMC
had neither the power they had env-
isaged, nor were they able to establish
norms of reporting and use of the ERP,
let alone establish an ethos of integr-
ation and cohesion among staff through
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the PBB embedded in the ERP system.
The system became simplified — as ma-
ny institutions do (Jack, 2005) - and
any hope of gaining legitimacy for the
system was thwarted. The ERP system
in the IMC has not changed the existing
management accounting system, as in
other previous studies (e.g. Granlund
and Malmi, 2002; Scapens and Jazay-
eri, 2003; Quattrone and Hopper, 2005;
Hyvonen et al., 2009; Teittinen et al.,
2013; Abbasi et al., 2014). The current
ERP system in the IMC may be stable
because it is ‘good enough’ for now and
the key aim is to deliver on entrepren-
eurship.

Travelling the audit society concept
to other countries means that these cou-
ntries must formulate an equation of
transparency as a form of accountability
to proxy for trust (Power, 2007). The
various pronouncements of the EU sug-
gest that the PBB aspects have not been
emphasized in less developed countries
and that, as in Kusak and Rist (2001),
the emphasis was placed on getting the
basics of the budgeting system in the
first place first, with PBB being seen as
a long-term goal. The layers of disc-
ourses surrounding financial policies in
the EU and the underlying belief that all
can be achieved through auditable perf-
ormance measurement system could
distract from one important factor in
this case. The IMP has led to improving
the competitiveness of Egyptian indust-
rial firms that has been reflected in inc-
reasing industrial exports. As an outc-
ome, that is completely compatible with
the EU’s aims of alleviating poverty
and thus the need, at this time, for PBB
has not gained any social or political
support in Egypt.
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Conclusion

The case examined here aimed to
explore multiple competing logics that
contributed to the failure to institution-
alize PBB fantasy and how an ERP sys-
tem frustrated, instead of facilitating,
this process. By using the logics of cri-
tical explanation to give a fresh contrib-
ution to the debate, it can be concluded
that the main reasons for the failure of
PBB project in the IMC and the MITD
were that the Egyptian fantasies for
modernizing the Egyptian industry and
integrating, standardizing and decentra-
lizing the IMC’s budgetary manage-
ment through the use of ERP overrode
the EU’s more fantasmatic logic for tra-
nsparency and accountability as the
social logics of PBB are very different
from the social logics of line item bu-
dgeting.

The political logics at the level of
the Egyptian government and the MITD
were much stronger than the EU’s po-
litical logics. The establishment of the
IMC as an independent body and the
legal framework supporting line item
budgeting were strong enough to resist
the PBB fantasy. The political logics of
introducing ERP to the IMC in order to
renew outdated, inefficient IT and run
the IMC’s budget like any private firm
were weaker than the EU’s political
logics of preventing the misuse of funds
in non-productive projects. The comp-
eting political logics at all levels (the
EU, the Egyptian government, the MIT-
D and the IMC) rendered the PBB fan-
tasy impossible. ERP that supposedly
supports the diffusion of PBB led to its
failure.

This study contributes to the debate
on the role of supranational organisa-
tions like the EU and the World Bank
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in the globalisation of monitoring and
evaluation practices (Neu et al., 2002;
Graham and Neu, 2003; Nolke, 2005;
Chanda & White, 2007; Marti, 2013;
Adhikari et al., 2013). It adds to the
growing evidence about the difficulties
of establishing PBB systems on an int-
ernational scale. The EU imposes ‘per-
formance-conditionality’ on its bene-
ficiaries or partners, the requirements of
the PBB system and the infrastructure
to implement it appears not to have be-
en clearly defined or communicated.
The resources and expertise available in
less developed countries to achieve the
required system are limited and the
system in the case is stable, but not ne-
cessary an integrated, information sys-
tem. The debate needs to continue on
the desirability and means of diffusing
accountability cultures in different cou-
ntries.

Another contribution of this study is
that the ERP system did not change the
accounting systems and practices. On
the contrary, it was customized to ma-
nage PBB and stability, of sorts, was
achieved. A similar result was observed
in previous studies such as Themistoc-
leous et al. (2001), Granlund and Ma-
Imi (2002), Scapens and Jazayeri (20-
03), Hyvonen et al. (2009), Teittinen et
al. (2013) and Abbasi et al. (2014).
Also, the use of Glynos and Howarth
(2007) is an important contribution of
this study. The interplay between so-
cial, political and fantasmatic logics is a
useful tool in accounting for change
and continuity of social practices, incl-
uding accounting and accountability
practices. This tool can be applied to
other problems in management accou-
nting and these uses will enrich and
extend this theoretical framework.
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Footnotes

[1]Also known as results-based bud-
geting or output based monitoring
and evaluation.

[2] The Budget Act No. 53 of 1973,
amended by Law No. 87 of 2005,
and the Government Accounting Act
No. 27 of 1981, amended by Law
No. 139 of 2006.

[3] The use of funds by various min-
istries is audited by the Central Ag-
ency for Accountability (State Audit
Office) operating as an independent
body in connection with Parliament.

[4] Actually, this budgeting technique
is different from budgeting and gov-
ernment accounting practices used
by other Egyptian government age-
ncies.

[5] BRCs represent branches of IMC in
a number of Egyptian industrial cit-
ies. Their role is to act as a catalyst
for modernising industry in Egypt
and encourage entrepreneurship.
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