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The collapse of Carillion, one of the UK’s largest construction and
facilities management firms, in early 2018 sent shockwaves through the
business world, government institutions, and the wider public. As
investigations and analyses unfolded, questions arose about who was
responsible—shareholders, management, auditors, or regulatory bodies? To
understand these complex blame assignments, it is instructive to explore the
role of normative accounting theories. These theories, which guide how
professionals and stakeholders should interpret and assign responsibility in
financial contexts, can shed light on the ethical and practical
considerations involved in attributing blame for Carillion’s dramatic demise.

---

Understanding Normative Accounting Theories

Normative accounting theories prescribe how accounting and related
assessments should be conducted based on ethical principles, societal
expectations, and professional standards. Unlike positive theories, which
describe how accounting is practiced, normative theories suggest idealized
approaches to decision-making and accountability.

Key features of normative accounting theories include:

- Emphasis on ethical responsibility
- Focus on stakeholder interests
- Guidance on moral and professional standards
- Frameworks for evaluating fairness and justice in financial reporting and
responsibility

In the context of Carillion’s collapse, these theories provide a lens through
which to evaluate the actions of various parties and how blame should be
fairly and ethically apportioned.

---



Normative Theories and Blame Attribution in
Corporate Failures

When analyzing corporate failures like Carillion’s, normative theories serve
as a moral compass for assigning responsibility. They help answer questions
such as:

- Who was ethically responsible for the decisions that led to failure?
- Did parties fulfill their duties in line with societal expectations?
- How should blame be distributed fairly among stakeholders?

Below, we explore some prominent normative accounting theories and their
implications for blame attribution.

---

Stakeholder Theory and Responsibility

Overview of Stakeholder Theory

Stakeholder theory posits that organizations have responsibilities not only
to shareholders but also to all parties affected by their actions—including
employees, suppliers, government agencies, and the wider community. This
broader view emphasizes ethical responsibility and accountability.

Application to Carillion

In the case of Carillion, stakeholder theory suggests that blame should be
distributed among those who neglected their duties toward various
stakeholders:

Management: Responsible for strategic decisions, risk management, and
ethical leadership.

Board of Directors: Accountable for oversight and governance standards.

Auditors: Charged with providing accurate financial assessments.

Government and Regulators: Responsible for regulatory oversight and
intervention when necessary.



Under normative stakeholder theory, failing to fulfill these responsibilities
ethically and diligently constitutes grounds for blame. For example, if
management prioritized short-term profits over sustainable practices, they
bear significant ethical responsibility for the collapse.
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Legitimacy Theory and Conformance to Social
Expectations

Overview of Legitimacy Theory

Legitimacy theory asserts that organizations must operate within the bounds
of societal norms and expectations to maintain their legitimacy. When
companies deviate from these standards, they risk losing social acceptance,
which can lead to failure.

Implications for Blame in Carillion’s Collapse

Applying legitimacy theory to Carillion suggests that:

- The company’s failure to maintain transparency and ethical conduct eroded
its legitimacy.
- Blame may be attributed to management and auditors who failed to uphold
societal standards of honesty and accountability.
- Regulatory bodies might also be implicated if they allowed the company to
operate under questionable practices for too long.

This perspective emphasizes that societal expectations act as a moral
benchmark for responsible corporate behavior, and failure to meet these
expectations warrants blame.

---

Ethical Decision-Making Frameworks and Blame
Allocation

Beyond specific theories, normative frameworks such as Kohlberg’s stages of
moral development or the ethical principles of justice and fairness can guide
blame attribution.

Key considerations include:

- Was there intentional misconduct or negligence?
- Were ethical standards violated knowingly or due to ignorance?
- Did parties act in good faith or with malintent?

Applying these frameworks to Carillion reveals that blame should be
proportional to the degree of ethical breach. For example, deliberate
misrepresentation of financial health would carry more blame than oversight



or misjudgment.

---

Legal and Professional Standards in Normative
Accounting

Normative theories also intersect with legal and professional standards that
define responsible conduct:

Accounting Standards: Principles like transparency, consistency, and
accuracy.

Corporate Governance Codes: Responsibilities of boards and executives to
safeguard stakeholder interests.

Auditing Standards: Ensuring truthful financial disclosures.

Failure to adhere to these standards justifies blame under normative
perspectives, particularly when such failures contribute directly to the
company's downfall.

---

Critiques and Limitations of Normative Theories
in Blame Assignment

While normative theories provide ethical frameworks, they face limitations:

- Subjectivity: Moral judgments may vary among stakeholders.
- Complexity: Difficult to assign blame when multiple parties are involved.
- Legal vs. Ethical Responsibility: Legal accountability may not always align
with normative ethical blame.
- Retrospective Bias: Hindsight can influence blame judgments unfairly.

In Carillion’s case, these limitations mean that blame attribution remains
nuanced, requiring careful balancing of ethical considerations and factual
evidence.

---



Conclusion: Applying Normative Theories to
Carillion’s Demise

The dramatic collapse of Carillion underscores the importance of normative
accounting theories in guiding ethical blame assignment. These theories
advocate for a comprehensive view that considers the responsibilities of
management, board members, auditors, regulators, and society at large.

By applying stakeholder theory, legitimacy theory, and ethical decision-
making frameworks, stakeholders can better understand not only who is to
blame but why they bear responsibility. Ultimately, normative accounting
theories remind us that corporate failure is rarely the fault of a single
party; instead, it reflects a breakdown of ethical standards and
responsibilities shared across multiple levels of governance.

In the wake of Carillion’s collapse, embracing these normative principles can
inform future corporate practices, ensuring that accountability is grounded
in moral duty as well as legal obligation—serving as a safeguard against
similar failures in the future.

Frequently Asked Questions

What role do normative accounting theories play in
analyzing Carillion's collapse?
Normative accounting theories provide a framework for evaluating the ethical
and responsible accounting practices that could have prevented Carillion's
demise, emphasizing ideal standards rather than just descriptive accounts of
what happened.

How does the apportioning of blame relate to
normative accounting theories in the context of
Carillion?
Normative theories guide stakeholders on assigning responsibility by
highlighting the ethical responsibilities of management, auditors, and
regulators, suggesting who should be held accountable for Carillion's failure
based on ideal standards of corporate conduct.

Which normative accounting principles are most
relevant when scrutinizing Carillion's financial
reporting failures?
Principles such as honesty, transparency, and accountability are central,



emphasizing the need for accurate financial disclosures and ethical reporting
to prevent misleading stakeholders.

In what ways can normative accounting theories
influence future corporate governance to prevent
similar collapses?
They advocate for ethical standards, responsibility, and transparency in
financial reporting, encouraging companies to adopt best practices that
promote accountability and reduce the risk of failures like Carillion's.

What criticisms do normative accounting theories
face when used to analyze corporate failures like
Carillion's demise?
Critics argue that normative theories are often idealistic and may overlook
practical constraints, making it challenging to implement perfect standards
in complex, real-world corporate environments.

How might normative accounting theories assign blame
differently than positive accounting theories in the
Carillion case?
While positive theories focus on describing actual behaviors and practices,
normative theories prescribe what should have been done ethically, leading to
potentially different conclusions about who is ultimately responsible.

Can normative accounting theories help improve
stakeholder trust after a corporate failure like
Carillion's?
Yes, by promoting ethical standards and responsible reporting, normative
theories can foster greater transparency and accountability, which are
essential for rebuilding stakeholder trust in the aftermath of such failures.

Additional Resources
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The collapse of Carillion, the UK-based multinational facilities management
and construction services company, in early 2018 sent shockwaves through the
business community, government, and the wider public. With debts reaching
approximately £1.5 billion and thousands of employees, suppliers, and
pensioners affected, the event prompted intense scrutiny of corporate



governance, financial practices, and the role of accounting in corporate
failures. Central to this debate is the question: When it comes to
apportioning blame for Carillion's dramatic demise, fingers—who or what
should be held accountable? To understand this complex issue, it is essential
to explore the normative accounting theories that underpin judgments about
responsibility, accountability, and ethical conduct in corporate failure
scenarios.

This article delves into the application of normative accounting theories to
the Carillion case, examining how different theoretical frameworks influence
perceptions of blame, the role of accounting information, and the moral
responsibilities of various stakeholders. By dissecting these theories, we
illuminate the ethical and practical considerations that shape blame
attribution in corporate collapses.

---

Understanding Normative Accounting Theories

Normative accounting theories are prescriptive frameworks that guide how
accounting should be practiced, emphasizing ethical standards, social
responsibilities, and normative principles. They serve as benchmarks for
ethical decision-making and influence how stakeholders interpret financial
information, assign blame, and advocate for reforms.

Unlike positive accounting theories, which describe and predict actual
behavior, normative theories prescribe ideal behaviors and responsibilities,
often rooted in moral philosophy and societal expectations. In the context of
corporate failures like Carillion, normative theories help determine what
ought to be done, who should be held accountable, and how responsibilities
are distributed among managers, auditors, regulators, and shareholders.

The primary normative accounting theories relevant to blame attribution
include:

- Stakeholder Theory
- Social Contract Theory
- Ethical Decision-Making Frameworks
- Corporate Social Responsibility (CSR) Perspective
- Agency Theory (with normative implications)

Each framework offers a different lens through which to interpret the
Carillion collapse and allocate blame.

---



Stakeholder Theory and Blame Attribution

Core Principles of Stakeholder Theory

Stakeholder theory posits that a corporation's responsibility extends beyond
shareholders to include all parties affected by its operations—employees,
suppliers, creditors, regulators, communities, and the environment. The
theory emphasizes balancing these interests ethically and responsibly.

Applied to Carillion, stakeholder theory suggests that blame should be
distributed among those who failed to uphold their obligations to various
stakeholders, particularly when mismanagement or unethical practices harm
these groups.

Implications for Carillion

- Management's Role: Executives and managers, entrusted with fiduciary
duties, are primary stakeholders responsible for strategic decisions, risk
management, and ethical conduct.
- Board of Directors: Oversight failures—such as inadequate risk assessment
and lack of transparency—can be viewed as contributory to the collapse.
- Auditors: If auditing practices failed to detect or disclose financial
risks, auditors share in the blame.
- Regulators: The role of the Financial Conduct Authority and other
regulators in monitoring corporate disclosures is scrutinized.
- Shareholders and Investors: While they benefit from profits, their
responsibility lies in due diligence; however, their influence on managerial
decisions can also be examined.

In this framework, blame is apportioned based on the degree of stakeholder
responsibility, ethical breaches, and failures in governance.

---

Social Contract Theory: Ethical Foundations in
Corporate Responsibility

Understanding Social Contract Theory

Social contract theory roots ethical obligations in implicit agreements
between corporations and society. Companies are expected to operate



transparently, ethically, and sustainably, respecting societal norms and
legal standards.

When a firm like Carillion fails, it signals a breach of this social
contract, prompting questions about who violated their commitments and how.

Application to Carillion's Collapse

- Corporate Ethics and Moral Obligations: Did Carillion's leadership
prioritize short-term profits over long-term sustainability? Were there
breaches of societal trust through opaque practices?
- Regulatory and Policy Failures: Did policymakers and regulators adequately
enforce standards? Was there a collective failure to uphold the social
contract?
- Accountability of Auditors and Financial Advisors: Did their roles in
ensuring truthful disclosures align with societal expectations?

This perspective emphasizes that blame should be shared among all parties
failing their societal responsibilities, demanding accountability rooted in
moral duties.

---

Ethical Decision-Making and the Role of
Normative Principles

Frameworks of Ethical Decision-Making

Normative theories often draw on frameworks such as:

- Deontological Ethics: Focuses on duties and principles—e.g., honesty,
integrity, transparency.
- Virtue Ethics: Emphasizes moral character and virtues such as prudence,
justice, and fidelity.
- Consequentialism: Considers outcomes—e.g., financial losses, job cuts,
societal impact.

Applying these to Carillion suggests that blame should be directed toward
those who violated ethical duties or lacked virtuous character traits,
regardless of legal compliance.



Implications for Blame in Carillion’s Case

- Management Decisions: Were decisions made in good faith, or driven by greed
and negligence?
- Auditors and Financial Advisers: Did their reports faithfully reflect the
company’s financial health?
- Regulators and Policymakers: Did their oversight mechanisms prevent or
mitigate the collapse?
- Corporate Culture: Was there a pervasive culture of risk-taking and opacity
that contributed to the downfall?

Normative ethical frameworks push for moral accountability aligned with
principles of honesty, integrity, and societal well-being.

---

Corporate Social Responsibility (CSR) and Blame
Allocation

The CSR Perspective

CSR emphasizes that corporations have responsibilities beyond profit
maximization, including social, environmental, and economic commitments. When
a firm neglects CSR principles, it risks loss of trust and eventual failure.

Applying CSR to Carillion

- Neglect of Stakeholders: Did Carillion prioritize shareholder value at the
expense of employees, pensioners, and suppliers?
- Short-termism and Profit Pressures: Did aggressive bidding and misreporting
stem from a failure to uphold CSR standards?
- Impact on Society: How did the collapse affect communities, employment, and
public services?

From a CSR standpoint, blame is shared among those who compromised ethical
standards for financial gains and failed to uphold social responsibilities.

---

Agency Theory and Normative Implications



Positive vs. Normative Agency Theory

Agency theory examines conflicts of interest between principals
(shareholders) and agents (managers). Normative agency theory extends this by
prescribing how principals should align interests and enforce accountability.

Blame in the Context of Carillion

- Management's Role: Did managers pursue personal gains at the expense of
shareholder and stakeholder interests?
- Board Oversight: Was there sufficient monitoring to prevent risky or
unethical decisions?
- Auditors and External Advisors: Did they fulfill their roles in
safeguarding against managerial misconduct?

Normative agency theory underscores the moral obligation of managers and
boards to act ethically, with blame attributable to those who failed in this
duty.

---

Integrating Theories: A Holistic View of Blame

While each normative theory offers unique insights, their integration
provides a comprehensive framework for blame attribution:

- Management and Board Failures: Central figures responsible for strategic
decisions, ethical conduct, and governance.
- Auditing and Financial Disclosures: Key in transparency; failures here
amplify blame.
- Regulatory Oversight: A collective responsibility to enforce standards.
- Corporate Culture: Embodying virtues and ethical norms.
- Societal Expectations: Upholding the social contract through responsible
behavior.

In the case of Carillion, blame is multifaceted, involving a web of
individuals and institutions neglecting their normative responsibilities.

---

Conclusion: The Moral and Practical Dimensions
of Blame



The dramatic demise of Carillion is not merely a matter of financial failure
but a reflection of profound breaches of normative principles governing
corporate conduct. Normative accounting theories serve as valuable tools for
dissecting the roles and responsibilities of various stakeholders,
emphasizing that blame should be distributed based on moral duties, ethical
breaches, and failures in governance.

Recognizing the normative foundations behind blame attribution encourages a
shift from solely legal or financial assessments toward ethical
accountability. This approach advocates for reforms emphasizing transparency,
responsible decision-making, and a renewed societal contract with
corporations.

Ultimately, the Carillion case highlights the importance of embedding
normative principles into corporate culture and regulatory
frameworks—ensuring that when failures occur, blame is not only assigned but
also used as a catalyst for ethical reform and better stakeholder protection
in the future.
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