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Abstract

This study was carried out to investigate the
adequacy end availebility of accounting information

provided to managerse to help them in taking decisions.

Chpater One deals with the definition of the problem,
limitations of the study, methodology, description
of the gquestionnaire, sample and description of the

interviewees,

Chapter Two covers the importance of asccountency
gystem, types of decisione, accounting reports

end ideal accountancy system.

The results and findinge of the guestionnaire are
preeented in Chapter Three.

Discussion of the results are covered by Chapter
Four while Chapter Five is devoted to implications

end recommendations.
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Chapter I

Intreduction

l. Definition of the Problem.

The prevailing complenit whiech I heard memny times
and as stated by the committee i»vestigating the
parastatal groups 1 that there is not emeugh accounting
infermation to help managers in their decision making.

Hence I set my self the tesk of eveluating the
following :-—

(i) The amdenuacy and availability eof mmﬁntiug
information provided to managers to help them in their
work, with the view of instituting the correet and
appropriate decisions.

(ii) The usage of accounting informatien by deecision
makers. This evaluation will lead us to draw coneclusions
on the fellewing :

(a) Whether mccountancy is a real tool to managment
in the Sudan, or otherwise,

(b) To find out the main reassens for lack of accounting
information,

(e) To make recommondations which will help in improving

the existing systems.

- J DN = L PSR L NN PN, — - ey



2. Limitstions of the svedys
One of the limitations in conducting a thorough
m—mmumm&m-r
firms exsmined. Such finmncisl affairs are not
q-mnhlhm—-l-_ﬂhm-
private mstters.
Another limitation is that it is not possible te
“mm—nwhhlﬂ-ru--l
mOne . Purther the following sre considered beyond
ﬁ--u-rm-m-lu-m-mm
i= The Process of decision making,
ii= Certainity and uncertsinity of data,
i{ii~ Social coste and benefits.
mmnmt--tﬂ-u—-—-umm—ﬂn
was limited, dae to the fact that most of the interviewses
mmhﬂﬂﬁ“ﬁ-lﬁﬂhrﬁ-l_l-
end verification. nwwu—p-im
cross -uestions were ssked to the smme respendent or
h”rﬂnﬁhm&ﬁmw.

3. Methodologys
The basic instruments used for collecting data for
mmmmn-m



verbal interview and close personal ebservation. The
data collected have been smalysed and commented on.
Tue to the small number of respondsnts tabulation is
rarely used.

Some ~uestions are repeated either in the seame
section of the nuestiomnaire or in other section of
the cuestionnaire addressed to smother presen to verify
reponse of each other. Also personi]l observation is used

as  means of verification.

4. Description of the suestiennaire:

The basic idea was to have one major muestiomnaire
devided inte five mectioms, A, B, C, D end E (see Appendix
1). ©Each section was a2 ruestionnaire in itself and is
addressed to its relevant sudiance., Section A was
gddressed to Financial mensgers, B to top mamagers C
to the production menagers D to sales managers and
finally E to persommel managers.

The firet -uestien in the nuestiemmaires A, B, C, D,
and E deals with information of ihe interviewees personsal
background such as age, position held education, qualific-
ation experkence. The body of the guestionmaires were
designed to explore the following areas :-—



(i) Mainteining basic date in respect of finance
and cesting. This area was covered by the following
suestions s
13, 14, 15, 16, 21, 22, 23, & 25 in section As
8 amd 15 in section Bj

(ii) Maintaining budgets and budgetery control system.
This was covered by the fellowing nuestions:

28, 30, and 32 in section Ag
12, 20 =nd 29 in section Bj;

(iii) Providing management snd exectives with regular
reporte in respect of (i) and (ii) abeve. The following
nuestions cover this area.
3y, 6, 7, 8, 17, 18, 19, 26, 27, 29, 30, 34 and 35 in section A}
2,4, 5, 8, 9, 10, 11, 13, 14, 19, 21, 22, 23, 24, 25 and

26 in section Bj
2, 3, 4, 5, 6, T, and 8 in section Cj
2, 3, 4, 5, 6, 7, 8, and in sectien Dj
emd 2 in section E.

(iv) Ensuring  geguracy snd presentation of information
in time. Thie theme was covered by the following oguestions:
3, 6, 9, 10, 12, 41, 45, 46, snd 47 in section Aj
3, 6, and 7 in section Bj
9&6 in section C.



(v) Ensuring adequacy of internal eontrel.
Thie was covered by the fellowing nuestions:
20, 24, 36, 37, 38, 39, 40, 41, 42, 43, 44, Ac% 47
in section Aj;
1, 17, 18, 28, 29, 30z 31 in section B;
| in section Cj;
I in section Dj

1, 3, 4 and 5, in section E.

5. The sample:
The choice was made to survey and anaelyse. one industry

to have uniformity of information smd data processed.
The textile industry was the target for %his study.
This choice was made for the following reaseons:

i~ The textile industry is the oldest industry in the
Sudan.

ji= Capital employed is usually a considerable smount,
one millian to over twenty milliens.

iii— Mumber of the employees in some textile facteries
is above 2000 snd is considered e sizeable mumber compared
to factories in other industries.

iv- Generally textile factories are well orgnized due
to the above three factors, and usually they have. a
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hoerimschial system consisting ef different layers of
mEnagers. Usually such a system requires a systematic
preparation end flow of informatien.

Therefore the textile industry was selected to be
the subjeet of this study.

Within the textile Industry the following were
selected
g~ Sudan textile Industry Ltd.

b— Khartoum Spinning and Weaving Co. Ltd.
c=- Freindship Textile Factory.

d= Blue Nile Spimning =nd Wemaving Ce. Ltd.
e~ Sudan Cotton Mills T.td.

Why these firme were selected?

In the textile industry there were many small faectories
which, in my opinien, represent workshope rather than
factories. According to the Ministry of Indusiry
statestice snd records there were thirty nine firms
(See appendix Number 2). The majority of the factories
employed less than 100 empleoyees such as Nurab Faetery
(5 employees). Tobe Flaasima Factory (9 employees).
Tonyous Factory (12 employees). Al-Hajaji Factory
(13 employees) to name a few, (see appendix Ne. 2).



In addition, the share capital of mest of these firms
ig less than a nuarter of a million sudanese pounds,
Total productivity of unselected factories was less than
the producivity of any ome of the selected five firme.
Furthermore, most of these firms were ommned and managed
by their proprietors and assisted by = few unspecialized
personnel.

The chosen facteries on the other hand have a labour
force above itwo thousand and the share capital ranges
from one million to 144 million sudanese pounds.
Although some factories met the above renuirements they
were not selected because:
j= They have just sterted running test (such as Kosti
Spimming Faectery),
ji—= A duplication ef the same ownership and management
guch as Red Sea Spimning Factory, Wed madani Spimming
Company Ltd. and the Blue Nile Spinning and Weaving Co.
These three firme are managed and owned by Sharaaf Group.
The finencial memager of the group stated that problems
facing the factories are similar snd one of them is =&
modle for the others. Thus Elue Nile and Spinning and
Weaving Co. was included in the sample end the other
two factories were excluded.



6. Deseription of the Intervieweest
The interviewees consisted of five different groups.

Bach group included five respondemnts. The twemniy five
mmm-m_w-—umm
Their education ramges from higher secondary school
leavare to University graduates end post greaduates
(Diploma , Hasters degree and Fh.D. degree holders)
concerning their experiemece in tems of years, it ie
recorded from 5 to 41 years. They have worked in the
private sector: the publiec sector.

All of them are maje, twenty one of them are sudsmese

and four sre non-eudENese.



Shapter 11

IDEAL ACCOUNTANCY SYSTEM

Thie chapter includes a discusion of the followings-—
l, Importence of Accountancy syetem.
2. Accountancy Informetion for decision malking.
~. Types of decisions.
. Ideal Accountancy system.

2.1. Importeance of accoumtbency system:

The importance of accouniancy increase directly
with the size of the firm. In other words accountency
informetion is more importamt to & large firm than to
ana].lm.l

The need for accountancy information are minimal in
small business, while there seems to be no limit to
the information needed in the large busineses. This
ie a tributable to the orgnization of firms and their
problems.

In a small business, menagement and owmership are
either in the hsnds of one person or,at most, only a
few individuals. Control smd supervimion are direct
and personal., lNManagerial problem require little, if
any, Preliminary fact finding., Conseguences of decisions

1, Juls mm E.n,ﬁ’nm Modern Accounting
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Itthn-hn_thuﬁn“--rm
his financisl policy by his owm complete grasp of what
funds are aveilsble to him, where they may be obtmined,
and how they may most adventageously be utilized.
mmmu-ntmuummm-
mmwmmnnmmu
mmﬂmmm,u
ﬂMM“hmﬂMh
mummmhmm
end trains and pays his employees. In sum, all elements
umimmmmm
mnmmm—hﬂum
M“hmm-lmvd
-mum::-;w—um-rmm.

In opposition to the small fivme, the picture in the
large fims differs grestly. In large firme things
mmmwmmwum
responsibility down a chain of commend known as the



hierarchy of management. Each link of level in the
hierarchy consitutes a separate span of control and
excutive responsibility. IT levelp are too many,
delays in paseing information occures, cost increase;
while on the other hand, if theye is insufficient delegation
of authority and responsibility there is over—=centeralization
which will weaken the span of control of memagers ut
different levels. In order to have an effective and
efficient orgnization, one has to eitrike a balance
between the number of levels and the limit of span of
contrel, This balance will depend upon the nature
of the orgnization and other factors.

In large firms objectives are layed by owners,
Policy is formulated by board of directors. Plans
are submitted by executive mansgers approved by board
of directors. Performance is mointered by amother
level. |[Reports of actual performsmce compared with
budgets pass up the chain of command for corrective
actions snd for up dating both policy and plan,

In such complicated situatione without a soumnd system
for accoumtaney information, everything will be in a
mess. Managers need information about their plams,
actual performsnce, vairmces or‘iviation from plam.
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They need to diagnose the problems and then select the
beet alternative availsble, This is wher an accountsncy
system and information become important. Managers
need accountancy information to assist them in their
decision making,

2.2, Accountsmey Information for Decision ings:

Accounting for decision makers involves a particular
wey of viewing the decision miking or menaging process
in business. As first described by Dewey decision
meking, problem solving or managing masy be viewed as.
invelving a three = stage process aimed at answering
the following gquestions:

What is the problem?

What are the alternatives?

Which altermative is best?

What relevance does this decision making process have
to accounting? Both Davidson and True blood on one
hand and Gamlding on the other hand state that the
tie between the accounting process amnd the decision
making process is basically one of informetion.

In its broadest end most fruitful sense, ac is

an _information or data providing function and information



of one kind or another is required at each stage of the
problem solving process. As a part of +this develop=-
ment, accounting must direct itself from its preocupation
of the past with fiduciary and stewardship responsibilities.
Responsibility for fiduciary decision is a proper and major
concern of the accountant. However, if the accountant

is to comperhend and contribute to the decision malking,
information - flow process within tomorrow's business
orgnization, he must integrate his stewardship responsibi-
lity with a responsibility for broader management decision.
These decisions will be explained in more details in the
next section.

3. Types of decisions:

Decisione are classified by three writers as= follows:
1. ¥r, Imsm * in his dissertation gquoted that two types
of decisions are differentisted for which accounting
information is required and these are:

1. Routine decision
emd 2, Ad hoe decisions.
The routine decisions are the those which are repetitive
in their nature, These inelude decisions such as

dividend payout, wages levels, end pricing decisions.

T, Tmem Abdel Latif. Accounting for Decision Making,
Dissertion for MSC University of Birmiingham.



These are the types of deci#sions management faces in
the ssme msmmer from time to time during the economic
life of business.

On the other hand ad hoc decisions include those
which menagement does not face in repetitive nature.
These include decisions such as whether to buy or lease
a machine, new financing, wage structure =amnd capital
expenditure decisions,

A second classification was given by Mr. L.R. Amey =
in his book on menagement accounting, He stated that
there are three types of decisions:

(a) stratigic decisions,

(b) administrative amd

(e) operational decisions.

a= Stratigic decisions are concerned with firms objectives
and the nature of activities;

b= administrative decisions are concerned with developing
md maintaining an orgnizational structure which creates
a maximm performsmnce potential's;

c= operative decisions are concermed with maximizing
the firme objectives and are related to production,

2, L.R. Amey. Mamsgement accounting ILongmsn business
series D.A. Egginton.



marketing and investment.

The third snd last iype of classification was mentioned
by J.L. Livingstone and H.D. Eerrigan in their book
Modern Accounting System . .
They stated that there are four main types of decisions:
() Plamming decisions,
(b) control decisions, T
(¢) co ordination decisions and -/
(d) protection decisions, ‘
This classification is in line with elements of management,
that is to say menagement is plamning, control, co ordination
and protection.

8~ Plamming decisions are concerned with formulating
objectives of the firm in a form of a quantitative plan
which is usually known as budgets.

b= Control decision are concerned with talking corrective
measures to put the firm onto the right track in order

to achieve ite objectives. Control decisions are

based on reports showing actuasl performance of the firm
compared with approved budgets and also indicating reasons
of deviation from plam if there are any.

3. Ibid.



¢= Co ordination decision are concermned with puting the
firms objective over the different deparitmental objectives.
Some departments= however will try to achieve their own
objectives and ignor or hinder the achivement of the

firms objectives.

d= Protection decisions are concerned with protection of
firms properties and assete. They are mainly related

to the gystem of internal control.

In this study the third type of classification given
by Livingstone smd Kerrigan will be adopted due to the
following reasons :
e~ A1l types of decisions mentioned by thefirst and
second writers ineclude all four elements of mamnagement
i.e. plamming, control, coordination and protection
and therefore are in line with the third type of classification.
b=~ In the long run ad hoc decisione become routine

decisions,

Accounting Reports

This section is mainly based on lir., Imam's dissertation.
Usually Accounting statements are prepared at the emd of
the period to which the report is related. Such statements
are backword looking (historieal nature) and as a result



they are of little value for future decisions such as in-
vesiment decisions.,

Ross ¥ ., In his article "The wonderful world of
Accounting” states that it is not just a little poignant,
io reflect on sll the good accoumtente and asuditers
worrying sbout tax accruale and deferrals, tracing the
flow of invintory costs struggling to define such terms
as market, ediiing and re—editing fooimotes, quarrelling
abott depreciation procedures while most Imowledgeable
investors are apparently not interested in the figuires
they compile. Ross goes on to state that it would be
better if in reporting net income we are attempting to
indicate real economic gain and at least our present
conventions do report conventional net income from which
an snalyst can project pretity accurately what conventional
income he can expect to be reported in future years.

4, Ross H "The wonderful world of Accounting™ Journal
of accounting Research. Imperisl Research
in accoumting - selected studies. 1970,
Pp. 108 = 115.
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This brings us to the controversy of the economists
cocept of income versus the accountants concept.
The contributions by Hamsen > , and Solomons ° in
this area are quite considerable,

At this peint it i= worthwhile to discuss the
various principles underlying accounting statements

and to see the main limitations of accounting reports.

Generally accepted accounting prineiples

A complete explanation of accepted accounting
principles will not be attempted within the content
of this report.

However, stripped of nice distinctions and minor
exceptions, the complicated fabric of accepted accounting
practices ecan be said to be based roughly on five broad
principles as indicated by Kemneth Mac Nesl | end these

are as follows 3=

5. Hemson P, "%EE; Accounting concept A Profit, Copenhagen
1 »

6. Solomons D, Income -— True or False Accounting Journal
1948,

7. Eenneth Mac Neal "What is Wrong with Accounting™ The
Nation (New York) October 1939,



(1) The stated value of mssets not held for resale should
be based on their cost regardless of their market
price,

(2) The stated value of assets held for resale should
be based on their cost or market price whichever
is lower,

(3) A mere rise in market price is not a profit, but if
en asset is held for resale a decline in the market
price ie a loss.

(4) Nothing can bring profit except what has been sold,

(5) In general wmder-staetement is conservative while

overstatement is dishonest and reprehensive,

Applieation of the above principles often give rise
to figure which are considerably out of line with the
facts, but accountants are invariably ready with a pat
justification for each.

Thus when patents with a large market value are
exhibited in a balance sheet at much lower figure
which was it= cost price, without further explanation
of any kind, this is justified as accounting conservation.

It is this emphasis on book figure, rather than on



present facte that accounts fail to show the real posi-ion
of the business. If accountants sre concerned more with
the assets and less wiih the books, if they have been
concerned more with physical facte end less with
documentary evidence, they cen hardly have been

deceived by such simple expediemnts as false book

entries and supporting vouchers.

Limitations of Accounting reports:

The double entry system constitutes a perfect framework
for the recording of economic trmmsactions and activities,
but it will be apparent that the significance of the
record depeuds on some kind of the implicit assumption
that the values of the trmmsactions and activities can
be determined with s reasonable degree of accuracy.
Unfortunately a purely mechanistic approach te the
recording process is not always possible amd the values
recorded in the accounting system sometimes have to be
based on estimates ad on personal opinions as well asm
on historicel facts. lany trensactions such as the
purchase of assets for cash may indeed be regarded a=m
historical facts capsble of unambiguous interpretation
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and pricise recording to the accounte. Other activit.es
such sg¢ the depreciation of fixed capital asset are not
capable of precise measurement amd it is necessary to
estimate the valuee that should be placed on them when
they are recorded in the accounts, Again some eniries
in the accounts such as provision made for snticipated
losses are simply matters of judgement amd guswork.
One can simply summarise the limitations of accounting
reports in three msin problems.

The firet problem is that of changes in price levels,
the second is that of time velue of money and the
third is that of extermalities other than finencial
measures required for the purpose of decision = making,
Each limitetion is diseussed below.

1-+ Changes in Price level:

The price level problem in accounting eprings from the
fact that comventional accounting is largely based on
historical cost and so tends to ignore current values.

The pioneer in this subject was H.W. Sweeney 8 md was

8. H.W. Sweeney. ™Stabilised Accounting® New York 1936,
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later contributed to by Baxter ° who dealt with the price
level problem under three headings namely:
e~ Figures in different accounts are not comparable and
g0 may disort trends and hide potential carniris power.
b= Figures within a given balance sheet are not comparable
and so conceal gains and losses from financial peolicy.
c= Figuree within a given income accoumt are not comparable

emd so distort reported income,

Ignoring price level change resulis in the distortion
of the income statement and balance sheet, It resultes
in understatement of assets and over statement of
ligbilities, there by understating pronrietorshin funde
employed and hence creating secret reserve,

ii- The Interest Factor:

The second limitation of accounting reports is that
of the interest factor or the time value of money. The
interest factor believes in the maximm that a pound
today is worth more tham a pound tomerrow, An

9. Baxter W, Infletion and Accounts - An article in Bourn'e
Book "Studies in Accouniting for mansgement
Decigion" WNMe Graw Hill 1969, pp 103-129,
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illustration of how this factor is ignored in accounting
reports is the sundry debtors figure in the balance sheet,
This is shown in the balance sheet at its face value
less provieion for bad end doubtful debts. Assume
that the figure is £ (D). Also assume that this
emount is to be received on the average after (A)
years - for the balsamce sheet to represent the peresent
worth of the business it has to discount this value as
follows.
D
(I-l-r)"“L

VWhere (r) is the discount factor and this may betaken To
be the overall weighted average cost of capital. Such
an introduction of the interest factor in the accounts
will result in an economic lose which is ignored according
to gemerally accepted accounting prineciples., 1In the
liabilities side the interest factor is important as well.
iii= Extermalities other than cigl measures:

The third and last limitation of accounting reports
is externalities which are necessary for the purpose of
decision = making, Accountants have tended to ignore
msny economic resources and activities which in their



view point can be practically measured in financial terms,
even though such resources amnd activities are importamt
considerations in evaluating the effectiveness of capital
employment, Examples of extermalities that accountants
have to account for the purpose of economic decimion -
making are the social bemnefits. (eg. contributions
of research snd development activities to bamic research
and training of researchers) and social coste (eg.
enviroment . eoet of pollution) which are not
reflected in the traditional income statement,

Similarly tradition ; accounting admite that many
valusble resources (eg. humsn resources) of the firm

ere not included in the balance sheet,  CNFME 0
states that limitations of traditional accounting

have been either explicitly pointelout or implicitly
agssuned in numerous studies in system analyesis, cost
benefit smalysis, cost effectiveness snalysis, operation
research and cost utility smalysis. In nearly every
instance there has been an attempt to extend the concepts

10. "Report of the committee om non financial measures of
effectiveness™ Accounting Review Supplement to
Vol 46 (1971) pp. 165 = 211,



of economic resources of a system snd effects of the system's
activities on both elements within the system iteelf and
within its surrounding enviromment. In numerous
instences various measures of effectivemess have been
employed which are not measured in financial terms,
Below are some of these externalities in more details,
o~ Humen Fesourse Accounting
An importent externality which is ignored by traditional
accounting end which is important fur the purpose of
mnanagerial decision - making is the humsn resources
of the firm, The ignorance of humsn resources results
in an incomplete snd inadequate aceounting system which,
in twmn, cemnot reveal changes in one of the basic
resources of the firm, Thus Iikert '' contends
that this serious imbalance of measurements has many
negative behavioural consequences for the firm. These
are g
(1) It is impossible to Imow from accounting date when
end if the human assets are being liquidated for
short-run gains.

11, Likert R. "“lMeasuring Orgnisational Performsmce"™
Havard Business Review lNarch, April 1958.



(2) There are great hidden cost which do not directly
show up on the income statement or in any record,
of using accounting tools as a threatening system
of management,

Argyris > comes to the same conclusion as Likert.

He states that budgets, even though they are neutral

per se, became an instrument through which msnagement

pressures employees. They become adevice of

authoritative mansgement. Budgets used as a

meduim of temsions fear and mistrust,

(3) Research has revealed that employees develop many
ingenious ways of circmmventing snd distortine
performence measurements. Without a systematie
measurement of the motivational amd orgnisational
forces that cause employees to distort performance
measurement, no valid action can be taken to stop
dysfmctismal behaviour,

Accounting for humsan resourses will tend to move the

human factor from a qualitative factor that is typieally

hald constent or ignored to a quamtitative ome which may
be en integral part of decision models.

12, Argyris C. "Human FProblems with ts" Havard
Buginess Review Vol. 31, 1953.



2.4. Ideal accountancy system.
An ideal accountancy system must provide top managers

as well as other remks of menagement with a continous
flow of information regarding basic data or what is
known as historical data, Both cost and finanecial
data should show actusl performance updated and
compars sguch performance with present budgets
accompanied by projection of forcast of the future
in respect of various alternatives,

The system should carry downward the chain of
command new smendments to plan or budgets together
with corrective actions to put bussiness performance
on trak of plan and budget toward achiving its objectives.
The system must provide for adequate control for the
activities of the business.

The system is the same for a small firm or a large
orgnization, but the details and complicated procedures
vary amsccording to complexity and size of orgnization
end its needs. In some small orgnizations a manual
gystem ie considered, ideal, while in other orgnizations,
mechanization or, more than that, electroniec computer—
igpation is considered the appropriate need.



The basic or fundamental prineciples of an ideal
system for accountancy information should include
the following:
i= Maintaining basic data in respect of finance and costing,
ii- maintaining budgets snd budgetary control system,
iii=roviding menagement and executives with regular
reporte in respect of (i) and (ii) above,
iv—= ensuring both sccura.y snd timely presentation
of information ,
v= ensuring adequa-y of internal control and
vi-= acheiving the sbove objectives at a reasonable cost.

1., Mainteining basic data in respect of finance and costing:

This relates Yo the records of daily economie
transactions of the business as and when they take
ﬁlm. This system is lknown as traditional accounts,
It ie concerned nmmely with showing the summsry of the
activities with the firm or orgnization and its outeide
parties, i,e. shareholders, tax suthority, debtors
and creditors etc... DBut these records are also used
by msnsgement to monitor the different activities of
the business and to compare them with the budgeted

figures,



The finemcial records are sumarised in a genersal ledger.
From the gemeral ledger, a trail balance is prepared
ineludes all balancee of accounts appearing in the
ledger whether debit or credit. The trail balance
ie s statement to prove the arithmatical accuracy of
the books whem the total of its debit balances equals
to the total of its credit balances. The trail
balence is a form of a report to msnagement =nd

shows the position of all accounts. From the trail
balance a profit amd loss statement cam be prepared
together with a balance sheet., These two statements
can be prepared from a2 trail balance provided that
stock valuation at period end is available,

In eddition to profit snd loss statement and
ba}ance sheet, accountants can prepare source and
epplication of funds statement to indicate to memnagers
from where funds were generated and how they are
disposed of, This statement can be prepared monthly,
quarterly semi-asnnually or yearly.

The historical accounts is not limited to financial
tranesctione but it includes and provides for maintenance
of cost records for factory expensea, A full cost



records should be kept in addition to finsncial records.
Some or most of the information is used for finamecial
md coet purposes, and some clerks can 2lso be usmed

to keep the two sets of books., Therefore, it is
adviseable to integrate the coat and financial

records., By integration saving in clerk labour

will be achieved . end confidence will be greater

in costing records and information extracted from

such records. In sn integrated system no costing
ledger is used.

The objects of cost Accounting
The ordinary finencial accounts of business will noti

help to enswer =ny of the following guestions:

a) should an attempt be made to =ell more products, or
is the factory, warehouse, or shop already operating
to capacity?

b) Which product is profitable 4, or B and C?

¢) What is the profitable price for a specific tender?

d) What is the effect on profit of increased production
of a certain product?

ge) What the effect of certain mechanization on profite?

) If wages rates have increased must selling prices
also be increased, if so how much?



The ressons thet finmncial accounte will not emower the
ebove questions is that they are prepored for a totelly
different purpose, Vis: to show the proprictors the
oversll trading result for o period md the finemeisl
position of the tusinese ot the date of the Balmnece
fheet,. Therefore & syvten of cost accounte must
provide nenpgement with prompt end sccurste information
as to the cost of cortmin cections, Without o aywtem
of coot sccounte, it is doubtful whether a Lusiness
of any sise can swrvive in the competitive conditions
of todny.

Zhe adventoges of costing
A good, but not necessarily complicated or expeansive,

aysten of costing should provide the following bemefite

to msmegenent:

a) Profitable sad sn profitable activities are disclosed
20 that stepe can be taken to eliminate or reduce
those from which little or mo bemefit is obtained,
or to change the mothod of profuction or incidmece
of cost in order to rmder such activities move
profitable.

b) The vericus items of expense contributing to cach
cont wnit sre revealed, mnd thus control cmn be



exercised on such items i.e. materisl, wage =nd
overheads,

e) More information is asvailable for tendering, price
fixing; comparison with standard if sny and reason
for decrease or increase in profits,

d) If the different firms in an industry can be induced
o prepare their costs in a uniform way and submit
the resulis, usually anonymously, to a central peit
such as {rade associations, much information of
great value to the industry as a whole can be
disseminated without prejudicing the competitive
position of any of the individual firms,

2. Maint i t8 and t coutrol gystem:

Accountency staff must be able to tramslate management

policy into plens end such plans have to be expressed in
terme of budgets. A budget is defined as "A predetermined
statement of menagement policy during a given period which
provides a standard for comparison with the results actumlly
achievedn 13

13. J.R. Brown and L.R. Howard Management Accountancy
Macdonald end Evans, Second Edition.



Also budget is defined as "A finaneial and or a quantitive
statement, prepared and approved prior to a adefined
period of time, of the policy to be pursued during
that periocd for the purpose of attaining a given objective,
It may include income, expenditure snd the employment
of capital® 14

Budgets are essentially forward looking. They
provide yardsticlks for purposes of comparison. They
are concerned with people in that they delegate
responsibilities to one person whether he is head of
a government department, a company, or a small budget
centre. A budget is a mesns to =n end and not an
end in itself. It covers the area of responsibilty
of one specific person so that his performance can be
measured at the end of a budget period. It follows,
therefors, that the budget should be prepared in
conjunction with those who are to be responsible
for acheiving the budgeted performance. In this
waye o head of deparitment Imows his goelds, which
tends to induce precision and confidence. This
tecinique with ites stress on personal responsibilty

14. L.W.d, Owler emnd J,L. Brown, Cost Accounting and
Costing Methods. 12th Bdition Macdonald and Evans.



differs from standerd costing, for the latter to
concerned with standards of preducts or sedvices.
In order that all benefits of budgets are fully
ukiliged, a budgetary control system must be iniplemented.
It is & system of controlling coste which includes
the preparstion of budgets, coordinsting the department
and establishing responsbilities, compering ametusl
performence with that budgeted end eecting upon results
to achieve maximum profitability.
The importence of a budgetary conirel system as =&
tool to menegement can be seen clearly if we logk inte
the following objectives of budgetary contreol system:
i= To combine the ideas of all levels of menagement
in the preparation of the budget.

ii= To cordineste all the activities of the business.

iii~ To cemtralize control.

iv= To decentralize responsibility on each msnger involved.

v~ To act as a guide for management decisions when
unforseeable condition affeects the budget.

vi= To plan end contrel income snd expenditure so that
maxumrim profitability is achieved.

vii~To direct ecapital expenditure in the moet profitable

direction.



viii= To ensure thet sufficient working capital is
available for the efficient operation of business,

ix— To provide a yardstick sgainst which actusl resulis
can. be compsred,

x= To show mensgement where action is needed to remedy
a gituation,

A budgetary control system covers all the activities
of the business. A budget is prepared for each activity.
Normally the following budgets are prepared:

i- sales budget showing the expected sales during the
coming year in quamtities and values. It also shows
the distribution of sales according to geogrsphical
areas sand sales mix.

ii= Production budgets include the following:

a~ Haw material budget;

b~ Direct labour budget;

¢= Indirect labour amnd factory overhead budget;
iii= The administration snd resesrch budgets. Majority
of administration expenses are fixed thus it is easy
to prepare such a budget. A programme of research
will be prepared distinguishing between the research
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to be under taken by the business own staff and that
to0 be contributed by outside research orgnizations.
The research budget is prepared for several years
ahead and then allocated between short budgets.

iv= Capital budgets. These inelude stock and

work in progress budgete, debtors budget, cash

budget and capital expenditure budget.

When preparing cash budgets, the liquidity of the
business is lkmown in advence, Where the cash budget
revedls a cagsh surplus, management is faced with the
problem of invesiment,

v= Master Budget. Thie wili provide a summarised
profit and loss account and a Balance Sheet for future
i.e. at the end of the budget pexriod. They summarize
budgets as each item will be referred to the particular
budget in which the detailed figures csn be found.

A comperhensive budgetary system, however, is
concerned also with flows of funds not directly
effecting the profit and loss accoumnt such as issue
md redemption of share capital amd loan capital,
purchases and sale of fixed s=sets, increases and
decreased of credit given =md or taken etc. These
items are usually accomodated by mesms of analysis
outside the books of accountis.



3. Provideing memengement and excutives with regulsr
reports in respect of ii! and {iil above:

Preparation of historical data, budgets and budgetary
cantrel are mesans and not ends, So when designing the
gystem of accounte one should take into consideration
the contimuous flow of infor mation to managers.
Hegular reports smd statements should be prepared
showing actual performance as it gppears in financial
snd cost records compared with budgeted figures. The
differences between actusl and budgeted figures are
Imown as variances, The causes or reasons of such
variances should be explained to mamagers 1o enable
them to diagnose the problems that they are facing.
Interpetation of the figureswill enable msnsgers to
ascertain alternatives available to them. Where
poseible it is better to suppliment figures with
ratios since a figure may be meaningless if not
expressed in relation teo another figure,

Usually reports consit of three types:=-
g~ Pinancial reports snd these include trail belancs,
profit and loss account, balance sheet, source and
applection of fund statement smd other reports.



b= Management reports: these relete to cost and budget
reports and wususlly include comparison between budget
and actual performance,

c— Special reports: these are reports which are presented
to management in respect of no recurring matters mich as:
reports to enable management to meke a choice between
alternative capital projects. The accountant will
definitely be required to furnieh profitability
estimates to guide the menagers in their decision,

The reporting system should take into cosideration

that menagers are too busy snd need their valuasble

time for important matters. Therefore reporting should
be limited to items which are net in line with budgets
or not in normal track i.e. deviations. Thie prineiple
of reporting deviations only is known as management

by exception. Ite advantage ie that to draw manage-
ment attention to mattere which need study amnd decisions,
at the same time it saves their time by leaveing out
other matters whose performemce is within the budget.

To put thie system in practice, accountents must
differentiate between layers of management. Since
reports submitted to top menagers are different from
those submitted to middle managers or bottom



menagement, it ie the duty of the accountant to ensure
that the report is understandable to the receipient and
it meete his needs and reguirements,

4. Ensuring both accuracy and timely presentation of

informstion

Presenting inaccurate data may lead to disasters,
presenting information too late may Tesmilt in losses,
A disease lately gicovered takes longer time and higher
coet to cure, Therefore both accuracy and timing are
important factors to be taken into consideration by
accountante,
i- Accuracy is considered in relation to the purpose
for which information is needed, If information is needed
for day to day control, probably trends are more useful
than accurate figures, The acecountant should bear
in mind the purpose for which the figure are needed
end strike a balance between the time he will take
Yo give accurate Tigures and loss which may be sustained
due to loss 0T revenue or additional cost of clerital
work. A good exsmple is = if en especial selling
price is needed for a tender with a closing dat-.
The accountant may face the problem of summitting
selling price mot 100 percent accurate but before
cloging date of tender or wait to compute a 100 percent
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accurate selling price even though this price will be
of no value gince it will be availsble after the closing
data of the tender. This part will lead us to our
second importatamnt factor which is timing for presemtation.
ii= Presentation on time:
A1l types of information are presented when they are
required. In the above example it is clear that
information is needed or required before a fixed date
which in this case was the closing dat: of the tender.
Hence if the information was not presented before
that dats, it will be valusless data.
"HReports on operating results may on the otherhand,
be required monthly, four weekly, weekly, or even
hourly, but with moet reports of this kind one of the
moet important factors ie that information should be
presented promptly. Operating figures are wanted
now and not next year if they are to serve any usefull
purpose”, 15
The timing of presenting data is very important,
gince information submitted too soon, i.e. before

15. Menagement Accownting In Practie. F.C. Depaula.
Pit may Paperbacks.
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they are required for action, might get shelved and
forgotton and their value lost.

In general it can be said that routine reports
should be cut to a minimum both to economize in the
cost of clerieal labour required to compile the reports,
and so that the value of the reports is not dulled by
needless repetition.

In order that mansgers, time ig not wasted end
at the same time his attention is dramm to important
matters, operation reports should be concerned with
amormal matters such as variances from budgets amd
standards., This procedure as mentined previously
will allow the use of management by exception prineiple.

5. Bnsuring adequacy of internal control:
The objective of an accountancy system is to control

the finaneisl activities of the firm and te provide
adequate information to decision makers in order to
help them in their decision meking process.

Control of finaneial activities through documents
and records is not suffient snd it has to be scompenied
by phyesical control amd protection of assets, employees
end meterials of the firm. It is awaste of time and
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effort to have control through documents and records
while physical control and protection do not exist.
Therefore a comperhensive system of internal contrel
ghould be adopted to ensure the effectivimess of the
accountancy system amd to emable the system to acheive
ite objectivies,

Internal control is defined as "Internal contrel
ie beet regarded as indicating the whole system of
controls, finsncial and otherwise, established by
the management in the conduct of a business, including
internal check, internal audit and other forms of
control.™ 16

In order that intermal control is continous end
adequate. The following factors should be taken
into consideration:
i= Duties and responsibilites must be clearly defined.
Each person should know his subordinates, his boss
and list of his duties with job description. This
also needs s comperhensive well-designed orgnization
chart for the firm, When assighing duties and

16. 'Practical A.lldltlng' WeW, Bigg. 14th Edition
HFL (Publishers) Iondon.
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responsibilities, care should be taken to segregate
the physical keeping of proparties fins the record
keeping in respect of those properties. For example
a storekeeper is responsible for the safe custody of
the stores but core/has to keep the records of stores,
and a proper method for recording tramsaction must
be laid dowm.

ii— Whem dividing work between staff, effort must be
nade to ensure that the work of one person is proved
independently or is comjiementary to the work of amother,
the object being the prevention or early detection of
errors and fraud,

Internal control includes internsl check, internal
eudit and other forms of control.

i- Intemmal check as mentioned previously is best
regarded as indicating the checks on the day to day
transactions which operate continuously as part system,
whereby the work of one persomn is automstically mmd
independently checked by the work of smothexr clerk.

ii= Intermal audit is a review of operations mnd
records, sometimes continuous, undertaken within a
business by specially essigned staff.,  The main



objective of the internal sudit is to assure management
that the intermal control and the accounting system
are effective in design and operation. Two emsential
features of en intermal sudit are that it should operate
independently of the internal check and that in ne
circumstances should it divest any one of the respongi-
bilities placed upon him,

iii= Other controls include stock control, salee
control end credit conirol. These will be considered
in more details.

(i) Stock control.

Stoeck control mey be defined as the fimetion of
insuring that a sufficient supply of(1) materials,
(2) work in progress smd (3) finished goode are
available to meet the requirements of the business, '
Over stockking can be very expensive as stock cost
gtorage snd loss due to deterioration or evaporationj
and gtock costs money in capital being locked up in
materials snd goods, TUnder stocking may alsoc be
expensive, a® it may lead to loss of sales and
sometimes damadge the good will of the firm.

17 Hs W, Broad amd K.S. Car michael 'A Guide to Management
Accounting ' HFL (Publishers) Ltd. Londen.



In addition lack of raw materials mey stop production
and that means idle labour, and idle plant snd equipments,
Excessive overtime may be paid or subcontracting is
committed in sn effort to correct the position may
agrivate the situation even woree, A Balanced Steck
must be maintained of raw materials, work in progress
end finished products. Certain factors must be
taken into consideration. Maxivum and minium levels
of stock should be pre-determined according to demsmds
of customers, delivery dates, production capacity
storage capacity, cost of order availability of
finance, availability of raw materials in the market
and its durability. These factors ean be considered
and with a 1little cooperation between the accounts
deparitment and other departmente figures cen be agreed
upon for maximum =nd minium levels, reordering level
of the economic order quantity.

The Haw Materials budget will lay out the necessary
stocks, If the budget is to be complied with,
continuous supervision is required. Follow up
reports showing failure to deliver om time amd
action teken must be included in these reports,
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A requl=r system of comparing physical and book stocks
should be adopted. Close supervieion of stocks is
sometimes expensive, So ABC plsn should be adopted
i.e. grouping stocks according to their value.

lore attention and supervision Ies given to the most
valuable items of stock which usually constitute a
low percentage of the quantity of stock but a high
precentage of the value of the stock,

(ii) Sales comtrel.

To compare actual maney values of sale with the
budgeted figures of sales may show that the latter
is being aschieved, But this comparison may conceal
e varigtion in prices and a veriation in the pattern
of products sold, In such ciucumstences care must
be tsken when comperison is made with budgets.
The following asnalyses is necessary to reveal some
variations:
a= orders received. The sales mansger regquires
details of orders received at earliest poesible
moment to ascertain whether his department is complying
with budget. If orders received are in excess of
budget and production facilities wre limited a decision
is necessary which will either ration sales or extend
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production faecilities., On the other hend if orders
are less than the budget, stepe should be taken to
promote sales in the future,

b) Outstanding orders, An age analysis of outstanding
orders must be prepared at feguent intervals. Such
anglyeie will measure customer dispatch service and
may have an effect on the current or future budget.

¢) Forwerd contract details will assist in the preparation
of future budgetsn.

d) Complainits, returne and concelled orders: statistics
ghould show number of complaints for each product, the
reasons for retums snd quantities retwmed. Delsays
in delivering, alterations in the product are common
reasons for complaints, returns and concelled orders,
g) Goods desmpatcheds Details of gquamtities despatched
for each product should be accumilated immedialety
after the goods have lefi the factory or warehouse,
Such information will indicate where the budgeted sales
are being achieved snd will also assist in controlling
the cash budget. Chengee in the sale mix need

quick action from msmeagement. Hence such changes
ghould be presented to mansgement promptly.



(iii) Credit control.

The policy of gramting credit must be established
before preparing cash and debtors budgets as it effects
the inflow of cash, Such policy is effected by:
a= vigilance in gremting new credit;
b= follow up of overdue accounts;
c—~ conceseions given to debtors;
d= the speed with which complaints are settled;
e= time lag between dispatch of goods =md rendering of

invoices to customersj amd

f- customer resistance.

Credit control should be effected when the customer's
order is recived., The addition of the value of the
order to the balance outstending will reveal whether
or not the allowable credit will be exceeded,
Delevery of the new order cem be withheld, if desired,
until the outstanding balance has been reduced by the
receipt of cash, If this system of credit control is
to be enforced, invoicing and ledger posting must be
up to-date. Qut=etmding debts should be analysed
into "age groups" e.g. one month overdue, two months
overdue. Complaints must be settled immediately
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otherwise it cem result in an intentional extension
of credit. Customers normally withhold the payment
of invoices for disputed goods.

Some daily control figures are advissble to assest
management e.g. the number of .nsettled complaints
analyeed by age; number of orders despatched awaiting

invoicing.

6. Acheiving the sbove objectives at s reasonable cost:

The main objectives of any system of information
is to increase efficiency and lead to more profits.
Therefore the ideal system of accountancy information
ghould acheive the objective of providing more
information without an extra cest.

The committee reports 'O defines system costs:
system costs may be defined in incremental terme as
the costs that are incurred Lo provide information
that would not be routinely produced by a system that

would simply meet legal or statutory extermsl information

18. Repots of the Committee on Concepts end Standards
Internal Plamming and Conitroel the Accounting Review
Pﬂ&'ﬂ'ﬂ Tg - 96-



requirenents. Coste measured in thip way are discretion-
&y system costa.

Sycten coste consist of cash outflows at different
points in timo including the cash outflows from emy,
boraful bohavioral affects accompanying the provision
of information, a1l suitsbly discounted. Decaune
behavioral costs are difficult to quuintify in monetary
terue they will probabley have to enter the mmalywis
in a gualitative way.

Syvten Imnafits comsist of cash inflows at different
pointe in time from other activities of the orgnization,
all puitebly discounted. They result from sctions that
reduce costs, increase revenuecs, or change the timing
of cash receipte and disbuwrsenents. Somo of these
banefite nay derive from behavioral effect , such ap
reduced temsion, greater job satisfaction, snd other
poychologicsl or sociological phenomena that result
from the provieion of informstion.

The definition snd essesment of benefits and coste
is & rather subtle task. Vhen is an | incrementil
cash inflow treated as & benefit mnd when is it a
roduction in cost? Is the reduction of sutomobile



e position benefit or a negative cost?
Essentially it is a matter of partitioning the payoff
function = an activity which the accountant performs
regularly in determining income figures,



Chapter IIT

Reseults of guesionnaire

This chapter was devoted for the results and findings
of the gquesionnaire,
Section 'A' of the quesiomnaire (Financial CGontrollers).
This part was completed by financial controllers of
the firms selected. It worth mentioning that two
respondents were acting finanrial controllers.
Below is a summary of the findings:
Personal background.
1+ Their ages ranged from 27 to 44 years and their
education was wnmiversity level., Three financial
controllers had professional qualifieations (ACCA,
ACA), In terms of years, their experience varried
from 5 to 18 years and this was in private sector (2),
public sector (1), emd both private and public secter (2).
2. Information was made available by all finaneial
controllers to decision-makiers to help them in
plamming decisions as has been stated.
Examples of Information provided include the following:
i- daily reportis;
ii= monthly statistics =nd statements;
iii- budgets;
iv= statistical studies, feasibility studies and budgetary
studies;
v- computer smalysis on request,
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3+ In respect of the second part of the questions although
gll financial controllers confirmed availsbility of
information, one financial controller stated that
information wag available but msnagers neither
understand nor used data submitted, other interviewees
did not respond te this part.

4, Information was available to decision makers to
help them to control decisions as was declared by

all of the finanecial controllers. Examples given

to confirm information availebility were: i- Budgets
iie= Monthly statement; iii- dailty cash positionj

iv—= inventories; v- daily etock statement; vi- monthly
store issues and vii- monthly production coet.

One of the interviewees confirmed availability of the
information however he gualified his reply by saying:
Wi The control is not sufficient to the shortage of
the system and, iie- variancies are not adequately
enalysed.”

5. Four finenecial controllers stated that information
is available to decision mekers to help them in
coordinastion decisions. Exsmples given to indicate
this state of availability are the following:
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i= preduction control reports,
ii= cash flow and position,
iii- inventories and sales report,
iv— weekly department. Production schedule,
v= weekly asles order,
The fifth interviwee did not respond,
6. Two of the interviewees declared that information
was available to decision makers to help them in
protection decisions, while the rest do not have
such information. They attributed this lack of
information to the following:
i= staff available but not compce
ii~ lack of staff,
T« Concerning the types of decision in which the financial
controller participates, the following were given by the
respondentss
i= production, ii- sales mix, iii~ all financial
decisions, iv=~ capital expenditure except purchase
of machinery expansion of new mill , v= approve
purchage orders and others, vi- pleamning decisions,
vii-= suppervieing the accounts depariment, viii-= control
Qdecisions, ix- marketing and purchasing pelicy,
x- coordination decisions, xi-~ future projects.



8. The idea that mansgers mede use of information submitted
by accounts department in taking their decision was
ascertained by two finsncial controllers only. Another
one answered that information was partly used. The
other two respondents did not reply. Example given

by the first two are a (i) establishment of new
production lines; (ii) production and males.

9&10. It ie interesting to note that respondents differ
in their view's as regarding the menner by which the
request for information from accounts depariment was

made and the psychological effect of that manner on the
morale and cooperation between mansgers and accountantie.
Three financial controllers reported that requests for
information were made in a friendly manner and the

effect on morale and cooperation is "good and cooperative®,
while the other two reported that the requests were made
condescendingly. However, the effect was different

in each case. One "good and cooperative"™ the other

was half - half,

11&12, Types of request (epecific and clear, vague and
unspecified) affects the quality of information submitted
by the accounts department thus rendering it as unreliable
information. Four interviewees stated that request for

in information was specific and clear therefor the quality
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of the submitited information was reliable, The fifth
respondent declared that it was "wague and unspecified™
and that was owing to the "lack of knowldge of accountants
role™. Whether such information was reliable or
otherwise, this financial controller considerd it
"relaible in what it was meant forw,
13%14, The accounts department maintains a chart of
accounts as was stated by all interviewees, However
three of them reported that the accounte department
did not have msintain en accounts manusl; while the
other too respondents reported that they did have
accounting menuals, For those who do not maintain
accounts menusls, how the accountamcy procedures
are introduced in work , is it by financial controller?,
by specified persons such as deputies or assistant?
"by specified persons such am deputies and aseistant"
and the fourth interviewee did not respond,
15. Concerning a written system for accountancy, four
financial controllers thought it ie important to have
a written accountancy system. They mentioned the
following reasons:

i= work is standardized,

ii= work is specifie,

iii= work will flow smoothly,
iv— written system facilitates staff training,
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w= 1% enables further reference for procedures,
wi- computeris in use.

However one respondent, considered written procedure
unimportant though he mentioned three reasons to show
that a written procedure was important.

16. All asccounte departments surveyed in this sample

maintain books and records for all finaneial transactions
according te funections such as sales, administration ete.
Examples of books and records kept by accounte department

are stated as follows:-

i~ General ledger. (5)
ii= Journak. (5)
iii~ Cash & Bank Book, (5)
iv= Salee boolk, (5)
v= Purchases boolk. (2)
vi= Cost ledger. (3)
vii= Subsidiary ledgers. (4)

viii—= FPixed assets register. (5)

17. The idea of having a trial balance prepared, periodically
i.e. monthly, guarterly or annually have been investigated
end all the fimencial controllers, stated that they had

a trial balsnce prepared °" a monthly and snnual basis.
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18. 411 finsncial controllers stated that supporting
schedules are prepared in respect of assets and
lisbilities. Concerning the intervals of these
schedules; all (except one Financial controller who
stated monthly and snnually) declared that such

a schedule was prepared monthly,

19. Again, they all agreed that a statement of sources
& application of funds was prepared. The interval
varies from monthly (3) monthly end emnually (1)

and quarterly (1).

20821, There was no credit department for sales on
credit in any firm in the sample as stated by the
regpondents. However, all firms maintained cosgt
accounta,.

22, The surveyed firms in this sample,except one, have
subsidiary ledgers for manufacturing expenses according
to cost centre as apposed te by product. The
finencial controller in one firm which did not

have such a practice, gave no reason why there

was no subsidiary ledgers for manufacturing expenes.
23, The finsncial controller chose the meihod of costing
from among the following methods:



ie- standard costing;
ii— marginal costing;
iii- job or batch costing;
iv— process costingj; or amny other method,

Three firms used process costing, one of them used
both process costing coupled with "historical figures,
the fourth firm used standard costing snd the fifth
used marginal costing.

24, A11 firms, except one, maintained an adquate stores
gystem and all carried cil a physical inventory periodically,
However the freguencies varied from monthly (1) bisnnually
(1) to =smmually (2).
25, lMethods of valuing issuee of raw material from store
to factory as mentioned by the respondents are as follow:
i=- Average purchase price (3);

ii= First in First out (FIF0) (1); and

iiji— Stendard cost (1).

However: no firm used "Last in first out (LIFO) for
valuing issues of raw materiale from store to factory.
26, Three of the finencial controllers stated that
statistical cost reports are prepared monthly - the
rest do not have such a practice.
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27. All firms except, one prepared coet analysis repots
monthly. The one financial controller who did net
prepare such report gave two reasons:= "not required
by menagers, and no trained staff is available to
carry such an activity®.

28. Again, three of the respondents stated that they
have budgetary accounte in use. The other two have
no system, Those firme which have budgetary
accountancy in use should have to state whether they
have- i- symual budget, ii= it is in confirmity with
chart of finsncial accounts; iiji- and the accounts
depariment prepares comparative statement to show
budgets and actual figures, In effect to these
the response was positive in all three cases,

29, Three financial conirollers have declared that
accounte department explains reasons of variances;
while the other two do not have such practice, the
only reason given by one of them is that "Not done
to be explained™ he means that esince they are not
prepared they are not explained.

30, A1l except one, have master budgete = budgeted
profit and lose account and budgeted Balance Sheet.



The period however, varies from monthly; quartelly
to ammually,

31. All firms have cash flow statements prepared by
the accounts department though they have it prepared
at different intervals: weekly and amnually (1)
monthly (3) and quarterly (1).

32. T™wo firme have the following budgets prepared;

i- production budget.

ii= Smles budget.

iii- Cash budget.
ive— Debtores and creditors budget.
v= Stock level budget.
vi= Capitsl expenditure budget.
vii= Administratiwe budget.
viii= Research and development budget.
working capital budget,

Another firm has i, ii, iii and vi of the budgets
mentioned above., The reason given for not having
the rest of the budgets is that of "Lack of Staffv™.
A fourth firm has i, ii, vi, vii and ix, The
fifth firm has only (1).
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33. Two do not have statement of source mmd application
of funds prepared from the master budget. Heasons
given were = "no staff= and prepared from daily bank
poeition reports. The cther @id not respond.
34, The interviewees were asked if the accounts
department suplement tudgets for production gales,
cash, debtors and creditors, stock level, capital
expenditure, administrative, research =and development,
working capiial with useful ratio to demonstrate a
relationship or a trend. And if it was so, were
the following ratios included?:
Ratioe of:
i—- Profit before or after tax to capital employed,
ii—- working capital ratio,
iii- liquid assets to curremt lisbilities,

iv—- stock turn over velocity and,

v gross or net profit to sales,

The result was that all firms surveyed except one
do not have such practice,
35. Concerning the provieion of information relating to:

i~ decision to invest, ii- decision to disinvest,

iii= capital structure i.e. equity =md debt ratio amd
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ive dividend policy by finmmecial comtrollers or
accounteney etaff the result was: no i) two yes,
two no end onk not applicsble. Mo ii) two yes,
two no end one not spplicable, NHo iii) one yes,
Mu/::mm No iv) ome yes,
three no end one not applicable.
One of those who said no smswered "never ssked for*
as o resson for not presenting such information to
no iii) end private company to no iv). Another
eaid about mo ii) "chairmen snd bosyd of direction
decide®. i.e. The decision to invest or disinvest
is the concerm of the chairman snd board of directors.
The others do not mention eny reasons to explain their
practice.
36&37. Two questions were set to find out whether the
firme have intermsl euditors snd what are his qualifications.
The result wvas that two firms do nmot have internal
auditors end one of them mentioned that “there is no
qualified or experienced one” , while the rest have
their internal suditors who are; one pensioner and
two ore pertly qualified i.e. have not completed
their professional qualification.



38, All the firms surveyed in this sample except one
have nowritten manual for audit procedures.

39. The respones to the guestion "Does the internal
auditor record daily work done by him or his assistantea®,
were one (No) and two (Yes) in the firms which have
a1 internal auditor,

40. Three financial controllers mentioned that
internal audit was carried according to a written
plan,

41, Three financial controllers declared that periodieal
reports were written by internal auditore and two of
them mentioned their fregquencey as (s) when certain
jobs are completed (b) when asked for (e¢) monthly.
42. To evaluate the effectiveness of such reports

the financial controller have to state persons to
whom the reports are addressed and to state if there
is any action or follow up is done on the basis of
such reports. The response was that there mentioned
that the reports were addressed to general manager
and sometimes to chairman, In respect of action

or follow up, two esaid yes and the third did not
respond,
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43, Recruitment and training of accounts staff,
The interviewees were asked to state minmum
qualification required for the following posts:
i= Financial controller.
ii= Assistant financiel controller.
iii= Chief accountant,
ive— Assistant chief accountant.

v= Accounts clerk,

Three suggested A.C.C.A. and the rest suggested
B.Com, for no (i) B.S.C. for no (ii) by two finaneial
controller and A.C.C.A. Oor B.Com. with experience
by one. Two said secondary school plus experience
for post iii and iv while one said B.5.C. for both
posts. In respects of the last post i.e. No (v)
three stated secondary school and one stated KTI,
(Khertoum Technical Institute).

44, Finsncial controllers were requested to indicate
whether they face difficulty in recruting accountancy
gtaff or not amd what ie the reson. Four controllers
responded to this question and three of them indicated
that they face difficulty when recruting staff.

The reasons mentioned were (i) low pay (ii) lack

of accountants (iii) poor quality.
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45, Staff turn-over was high as declared by three firms
and the reasons given were (i) low pay, (ii) location
was not attrative, (iii) Sudan very easy-going,
(iv) they go abroad,
The one who stated that the staff turmover is not
high attributed this to "well itreatement amd well
payment® +the fifth, although he stated no, did
not mentioned any reason,
46, Two financial controllers have stated that there
is no continous training or eductional programmes
gither locally or abroad and that is due to lack
of funds, The rest claimed that there ig training
and educationgl  progreamme both locally snd sbroad.
One mentioned that training sbroad is in colleges or
Institutes while the other stated training is on
the job.
47. Concerning the nature of the courses of training
those who claimed having such a course responded by
saying that courses are specific in nature and
employecs performance during the course is corrolated
with finsneial rewards,

Having reported on the results of section .,
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shall proceed to deal with the second section (section
B) of the top menagers.

Section B (Managers)

The following is summary of findinge of section B
of the questions when were completed by top mamnagers.
Q1. All mangers are male, three University Gradustes,
one is & graduate of Gordon Memorial Colledge, and
the fifth is a high secondary school leaver; all
of them are in their forties amd fifties.

The gualifications and certificates they hold
vary from Post secondary ¥ $o Masters degrees.

They have meny years of experience in cerisin cases
exceeding fifteen years and have held various positions,
glthough, their experience is generally in the same
sector either public or private.

Q2, In answer to the question "Does the accounts
depariment provide you with adequate information

to help you taking the following decisions which

are summarised in four groups namely: a) Planning

b) Contrel, c) Coordination and d) Protection.,

* two years diploma,
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All the respones were postive i.e, . The accounts
department provides them with the required information.
However, information submitted varies from one

firm to amother, (a) All menagers stated that they
get the information to approve wages structure (v)
end all, except one, have mentioned that they
received (ii) (iv), (wvi), (viii), (ix), (x) emd (xi)
i.e. to decide which need can be undertaken profitably;
to select method of production; to determine facelities
for production, how to raise short term and long term
finance; cost of short / long term finance; and methods
of repayment of short / long finance respectively.
Only three managers received information in (i),
(iii) and (vii) i.e. to for cost customers' needs,
to select markets and to determine facelities for
dietribution respectively. (b) Information related
to control decision in group (b) is stated as:=-
i~ comparison between budget and actual performsnce,
ii~ reason for variamcees between budget and actual,
iii- appraisal of internal control systems,
iv— cash smnd inventory control system,

v- credit control system.
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The responses for (i) & (ii) were postive by all msnagers,
end for the rest by all except one.
(e) Concerning coordination decisions, information were
embodied in (i) coordination of budgets (ii) number of
orders in hand (iii) prodfiction capacity available,
(iv) orgnizations objectives and not the deparitment
objectivesn, The responges were three positive
to i,ii and iv sbove. All msmagers stated that
they receive information regarding (iii) above.
(d) Finally the information related to protection
decision were summarised in:-
i= location condition, age =nd cost of asset;
ji= depreciation cherged and expected life of asmetl;
iji= things produced;
iv= things used;
v things disposed off;
vi= insursnce of assets and adequacy of covers
vii- security measure.
The results were that all managers received information
relating to ii, iii, iv =nd four mamagers get
information regarding i emd iv but information
relating to v and vii above were received by
three managers only.



Q3. As regarde the reliability of information submitted
by the accounte department to memegers, all the
respondent, have confirmed that it ie relisble,
Exsmples of the kind of the reliable informstion
were given below:=—
i- Budget ( half year ),
ii- monthly statement of accounts,
iii= daily cash movement of accounts,
ive= balance sheet and profit and loss account monthly,
v-= cash and bsmk position,
vi=- workerg force reporis,
vii= production reports,
viii= balemece sheet and

ix= coet accountis.

Although all respondentes have confirmed the
reliability of the information, one manager states
that he get information verified by external and
internal auditors.

Q4. Concerning the use of information, the managers
confirmed that they utilizZe it in the process of
decision making. (See discuesion as finamcial
controllers stated the reverse.) Examples of
uses given were the following:
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e) cash and bank poeition,

b) foreast market needs,

¢) cost of various processes,

d) labour force reports,

e) production and sales reports,

f) cost of expenses of production amd administration,

g) control of expenditure,

h) evaluation of performences and deciding on what
to produce for the market; and finally 1)
production, sales amd balance of cash.

Q5. About the way of requesting information, from the
accounts depariment, three mamagers have stated that
they request information both in a friemdly mamner amd
in a formal marmer, depending upon the situation.

The other two managers mentioned that all informatiom
ies submitted to them without request.

Q6. On the aﬁﬁf}”nf the way of requesting informstion
in a fu:rmal“"a.lﬁlti;n morale snd cooperation of the
accounts staff, sixty percent (3 out of 5 managers)

of the respondents have answered that it has a

negative attitude on both morale and cooperation.
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To avoid such unhappy situation the mansagers suggested,

a) to combine both methods whem requesting information,

b) for the managers to be fully conversent with all

the procedures, and then the accounting staff will

only be too pleased to give the information,

One of the two mamagers who claims that the way of

requesting information has no effect on morale of

accounts staff, mentiones that it is part of the

system that accounts department presents such

information to managers regularly before they

ask for it,

Q7. On the description of the request itself, whether

written, verbal, clear and specifiec, or vague =nd

ambiguous etc., three managers mentioned "both

written and verbal™; amother one answered 'clear

and specific and the fifth one stated *written

clear and specific?.

Q8. All the respondents agreed that the regularity

of presentation of final accounts i.e, Balance Sheet

and profit and loss account ie useful and helpful in

decision - making. Managers use such accounts for:
i-=- follow up of financial position;

ii= expense comparisonj



iii~ decide on line of production;
iv—= control of performsnce =mnd expenditure by departments;
v=~ planning and selecting proper processing;
vi=~ defining marketing policy;
vii= assesing net profit;
viii-~ measuring sales and knowldge of stocks of materials
end finished goods.

Q9. About frequency of having such final accounts as

monthly, guarterly, amnually or other intervals,

The managers preferences were as follaw:

Two managers would have it monthly, one would have it

quarterly another would have it every six months and

the fifth would have it annually together with monthly

interior estatements,

Q10. In response to the query about the regularity of

reports which includes (a) a summary of eales figures

indiecating the extent to which profits have been

affected by changes in selling price and / or

intrade discounts and (b) changee in the mix of

sales between more and less profitable lines,
submitted by the accounts department, all the

managers have reported that they received such



reports regularly.
Q11. Concerning the submission of details of operating
results on the production side and the extent to which
different departments have attoined the standard budget,
total effect of the production variancee of snalyeis
of production variamces and ceause, Al]l menagers
have answered in affirmative to all questions,
Q12, The submission of detailed estimates of the
future profite which should be earned according
to budget by accountents has been confirmed by
all mansagers.
Q13, One manager declared that facte about break-—
even point of the business is not submitted by the
accountant. The remaining four mansgers answered
in the effirmative,
Q14. Statement that shows source and application
of funds has been submitted by the accountant or
financial controller, as all managers have reported.
The use of such statement which have been listed
are the following:

e~ Control of budgeted flow of funds;

b= Planning for new production, spare parts snd raw

materiales;



¢c= Planning finsncial position expected,
d= Helping in making decisions regarding choice
from various altermatives of how funds should
be applied;
e= To overcome the shortfalls to meet the cash
expenditure as approved by the board of directors.,
Q15. Concerning the method of coeting applied, three
menagere indicated that process costing method was
used by their firme, while one mmnager declared
that his firm used standard costing and the fifth
manager mentioned that they used marginal costing.
Q16. Regarding the techmiecality or otherwise of the
above question (a) that "What method of costing is
used in your fim?, stendarad, process or other?,
Three managers stated that it was a teclmical guestion
and thus "it is the concern of the finance department".
Reason given were (a) costing method is a big branch
in accounte (b) it is a concern of some one specialized
in finance. The other two mamagers confirmed that
such a guestion was not a technical one. The reasons
they gave were (a) costing is a very importent factor

in the sucess or failure of the business, therefore



a manager should understand costing method (b) previous
experience. i.e. he had pervious experiemce because
he himself was an accountant for twenty four years.
Q17. 411 the managers have confirmed that they
received regular reports about stores. Thie shows
that data is presented to managers. Reasons
given were (1) to know the position of materials
required for production and to decide on what is

to be ordered, (2) it puts the memager in the
picture as regard to stocks, in genersl and

certain stocks in particular,(3) final authority
for ordering and (4) one would be fully in touch
with the comsumption level.

Q18. Concerning physical control by having continous
stock taking and its frequency, all managers have
stated that they insist on having inventory checked
regularly though the varying intervals : half
yearly monthly, from time to time or as it ie
required, _

Q19. As for recieving statistical cost reports ,
three managers confirmed that they recieved such
reports. ‘The use they made of these reports were:



a) allocation of machinery, b) taking decisions
regarding corrective measures to any deviations

from the standard cost, c) materisls cost inwilves and
process coet and labour cost end d) reduce expenditure.
The other two managers stated reasons for not having
cost reporte in their firme as &) not practised iv.
thie compeny and, b) because we base costing on
actual resultis.

Q20, Whether budgetary control is used or otherwise,
the findings confirm that all firms but one have

such a-ayatm, vihere as the fifth firm does not
possess such a system. The uses which have been
listed by msmagers are :=- a) reflect inflation

trend, b) helpe in future budget, c¢) to decide

on production lines, d) to decide on labour force

and o) 4o ensble management to lmow the extent
expenditure are being ine urred smd to decide the
benefits to the owmers and to limit operations

within the budgeted amount. The fifth manager

who amswered in the negative did not indicate

any reasons,
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Q21&22, In response to whether the accounts department
submit actual performance figures compared with
budgeted ones or not, and the fregquency of submitting
such statements to managers, all mamagers, except
one have stated that they have information available
and indicated the frequency of presentation as
four weeke (3 manager) snd quarterly (one manager).
Q23. Providing the information relating to inveetment
or disinvestments decisions the accounts department
do o in two firms only; Two managers snswered that
question 23 is not applicable to their respective
firme, and the fifth manager smewered in the negative.
However, the two managers who answered that the
accounts department provides information relating
to investment or disinvestment mumerated the
following exsmples: &) Inflation of raw materiale
prices snd b) To buy epare parts and rew materials,
In respect of section (ii) of the question
concerning presentation of information about capital
structure i.e. , ratio of equity and debt and section
(iii) aebout dividend policy emd section four about
wagee structure, we get the following responses ;
all except one answered that they get information



concerning capital structure, three asmswered that
they got information relating to dividemd policy,
the fourth manager did not get it, amd the fifth
did not react. The one who said no gave as a
reason "Board decieion™. All five memagers
confirmed that the accounts department pmovided
information relating to wages structure.

Q24., Adeguate information showing comparison of
coets of different suggestions for location of
the new factory is provided by the accountant

in three firms, and is not provided in the rest,
Naturally those who answered in negative in the
first mentioned part of the question answered

in the negative to second part of the question,
"doee the accountant show the cost of transport
of:= (i) capital equipmemt, (ii) of finished
products of finished product from factory to
market area, and all cost of other factors
affecting location of factory have amswered

in negative in those who responded in positive
and, have answered the rest of the question

in positive with the exception of one manager who
reported that the question "does accountant



ghow cost of transport of finished product™ is not
applicable to his firm, since all goods are delivered

at factory gate.

Q25. Two managers agreed that the accountant provides
them with full information to decide whether %o

replace a capital egquipment or not, while the rest

reported negatively. Those who stated yes had

indicated that information inecludes the following:

i

iiw=

1ij=

iv=

gaving obtained through increased production
at increased speeds and high efficiency,
decreased material cost through greater yield
2: lower spoilage,

decrease lsbour costs through fewer lsbour
operations and more machine operations,
lower maintenance costs,

better quality in finished product,

coat of writing off old machine,

higher deprecistion charge on new equipment,
those more tangible costs in the form of
hold-ups, delays low operating efficiencies
whilst the new equipment being rum.

Q26. All msnagers, with the exception of one, have

stated

that the accountant consider the above eight
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points mentioned in No. 25 in relation %o the following:
i~ palee price end whether a better price can
be obtained for amy improvement in gquality.
ii= The most economical production level at
vihich the new equipment must be operated
and the sales volume that this production
level will produce, Also the gquantity
of product which the market will absorb,
iii= The net profit and whether the sum of the
above factors give an overall inecrease or
decrease in profits.
iv—= Whether funds are available to finance the
replacement.
Q27. The agreement on having a budgetary control
syetem is hundered percent ; in spite of the fact
that one of the respondents previously answered
question 20 as to whether he had a budgetary
syatem in the negative. The reasons mentioned
by mansgers for the use of a budgetary control
gystem sre;-
i~ for future proper planning;
ii= perfeet information;
iii= control on expenditure;
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iv—= to decide on production lines, on lsbour force;
v~ %o plan production,
vi= to measure variances and its reasons,
vii= to help taking decisione regarding the performsnce
of the finance department and
viii= to mange to compare actual results with the
predetermined one to find out the varisnces,

Q28&29, Three firme have internal auitor and two firms
donot have them, 1In spite of this reply all of them
gtreesed the importance of having an internal auditor.
The reasons mentioned for not having internal auditors
are := "lack of .. trained auditors, and post is vacamt".
A1l mensgers stated that the intermal auditor should
report to gemeral maenager or his deputy or to the
managing directors, This was in response to part

of question 29,

Q30, The level of the expectation by the managers
about intermal auditors was high,. Examples given
include the following (i) to adopt systems amd
procedures for adequate and efficient performance,
(ii) to help the maensgement in finding out means

end ways of increasing production amd decreasing
expenditure, (iii) cash flow control, (iv) stores
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control, (v) sales control, (vi) verification of
etatements received from financiasl department;
(vii) day to day control on expenditure including
cash accounts, (viii) physieal surprise checks
on labour force and stores end (ix) to check

all internal control systems including opertional
and finsncisl activities.

Q31. Education and training are important for
the accounts depariment as has been stated by
all the managers. Training is specified as
follows: (1) local training, (2) leocal and

ghort training by two managers while the rest
thought of training to be both local and abroad,
both short and long training durations snd
training on the job.

A1l the mamagers confirmed that performence
of employees during training should be correlated
with finsncial rewards, However this is not the
case in two managers firms. The reasons stated
by the firms which do follow this practice are:-—
(1) according to Government regulations and
(2) "could be changed in the futurew,



Q32. All managers with the exception of one, have stated
that the accounting staff twmover was high owing te
the following reasons:-

i= "looking for higher pay locally =nd obroad;
ii= they get better offers and terms of service
abroad;
iii— emmigration end development in the counitrys
iv— shortege of personnel;
v— tendency to go sbroad to chamge over the
position®
The remaining manager who reported that the turnover
is not high gave the reasone as "his range for promotion,
gsecurity of the jobv.

Section ¢ (Production menagers):

The findings of sector C of the questiomnmire vihich was
addressed to production managers are as follows :-
Q1+ Their ages range from 33 to 40 years and their
education ig of University level with the majority
(3 out of 5) holding post graduste degress.
Their accademie training includes textile chemistry;
textile technology and engineering, mechanical
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engineering snd engineering economy. Their experiences
renge betweem 7 = 12 years in both public and private
(two), private (2) and public (ome).
Q2. All, except one, have agreed that the accoumitant®
provides management snd design staff with estmates
of coests of a new product to be produced or under
research,
Q3. The opposite holds true; all except eme, have
declared that the accountent does not preddde
information sbout availability of production
facility.
Q4. Two menagers have stated that the accountant
does not provide them with effect of changes in
design or formual on the following costes-—
i~ cost of retooling;
ii= cost of scrapping old stock;
iii= loss of production during the change over;
iv— abeorbtion of unused facilities in one part
of the factory;
v= chenges in cost handling;
vi= changee in cost of packing;
vii= changee in cost of storage;
viii= changes in coet of ordering;
ix= changee in cost of purchases and

x- changes in cost of finance,



The rest of the managers stated that only no i, iv,
vii, and viii are not fulfilled.
The reasons fiven for not having positive answers are:
i~ menager does not inform the account;
ii= the accountant does not understand our needs;
iii= the accountent i®s not comptent; and
iv= no system is established yet.
Q5&6., Unanimously, they have agreed that the accoumtent
does neither provide production staff with effects on
coste due to changes in production methods i.e.
putting more horse power behind each workers nor
with effect of long and short rums; or with
economic lot, batech or sizes of different produects,
Q7. All, with the exception of two, have stated that
the sccountant provides the effect of producing on
g2 hand to mouth basis in contrast with, produce for
stock and coordinate sales efforts in order to put
work through the factory in more economical quentities,
Q8. The resons given in response to this guestion
are sumparised in the following table.



-87—

Table of information Number of Yes Number of No.
i= economic stock levels.; 2 3

ii= cost of carrying inventory) 2 3

iii= cost of storage & hendling; 1

iv— cost of capital locked up,

L)
1

v- material variances from stand-
ard due to excess or more
econonical material usage
in the factorys L
vi- scrap snd spoilage reportis; 2 3
vii= labour cost showing actual
and standard and variances
and their causej it =
viii= labour efficiency emd the
lose or eaving due to it in
different departments; 5 2
ix- the amont of expenditure
incurred on the different
items of overhead expenses
& the variance of actual
expenditure from standard; o Z
x- the extent to which fixed
expenses have been under

obsorbed or over asbsorbed



Type of information Number of Yes Number of No

becsuse of a fall or rise

in the level of production

in the different department; B
xi= gtatistic of direet labour

ghowing details amalysie of

labour costs operating

efficiencies, lost time,

absent time - and out put

compared with standards. 3 2
Total 24 kY
Percentase 43.6 / 56,4 -

Q9. Two production memnsgers have confirmed that they
accept the information submitted to them by the
accounts deparitment without further verification.
The reasons they gave were (i) Competent people.
(ii) The information will help in redirecting the
plans towards the efficient and the economical side.
However, the third smd fourth msmagers do not accept
the submitted information without verifiecation.

The reasons mentioned were "usually we check only
some variebles, like change in chemieal cost, labour
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coet (mainly turnover snd inerements) and utilization
of machinary variable cost / operative™ and (iii)
sny body cen make a mistake, checking the information
is a must.”

The fifth manager declared that "such informatien
have never been submitted so far®.

This is the last guestion of section C of the
questionneire and now we proceed to the findings

of section D of the guestionnaire.

Section D (Sales managers)

This section is asddressed to sales managers, the
findinge are as follows.
1. Age : their ages range from 32 to 45 and concerning
their education, three are university graduates and
two are secondary school leavers, Their experience
ranges from 7 to 27 years, and they worked in different
sectors of the economic as follows:=
private sector (1), in public sector (1) and in both
public and private sectors (3).
2, The interviewees were asked to state whether the
accountant provides them with the following information:
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i= coste due to inerease in variety of products sold;
ij- effect of increasing sales on cost of production;
iii= effect of increased changes over and short runs;
ive coet of increasing mutiplicity of parts snd
v= coet of increasing finished products carried
in stock emd work in progress. They had also
to indicate the reason if the accountant does
not provide such information. The result was
that two sales managers have snswered negatively and
the reasons they gave were :
i) ¥Ysales department is only dealing with contracts
and deliveries exfactory”,* ii} the inrormation is
not actually prepared by them"™,
Two managers answered in affirmative, the fifth
one stated that information relating to no .i. is
available, Por the rest of the pointe i.e., 1ii to
he gave no reasons though he =nswered negativelly.
3. Responses of the sales managers ‘o inguiries
concerning the accountant's provision of comparison
of net profit obtained from given type of business

# ji,e, execution of sales contracte already approved
and signed by the general manger.



sgainet additional cost, are embodied in a summary

below t=
Cost item Humber Qf'ggg Number of No
im Additional advertising; J o

ii= additional cost of despatch;* | “F
iji- additional cost of inveoicings;
iv= additionsl cost of credit controlj [ =
v—= additional cost of telephone callsg 3
vi- additional cest of effort incurred

by representative in getting the

business. i A

6 24

Percent age. 20/ 80/

4., Concerning the initiation of the accountents enquiries
into how far it is pessible to cut the following costs,
which are: i= tramsport coets, ii- warehouse costs,

iii- packing costs, iv— other coeste (specifiy),

three mamagers have responded negatively the fourth.

¥ one of those who anewered in the affirmative mentioned

that it was not the accountant but a differant person.
"Pinemeial advisor®™,

® Information is available for expected trade only.
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one answered positively for no (iii) smd the fifth
confirmed that information is available in respect

of the first three cosis,

5&6. Are sales managers furnished by regular
information about cosis of different products by

the sccountant?,. The answer was "yes" in all

cases except in one instanecs, Linked with this
point is whether the sccoumtant indicates clearly

any assumptions he made when preparing the cost

of different producta, 60/ of the interviewees
enswered yes smnd the rest amswered negmtively.

7. 60/ of the respondents declared that the accountant
provides them with details of profit or loss with
respect of each product to indicate sale mix, while
the reat do not have such information.

8. The reponses to the question “does the accountant make
the following distinetions in his reqular reports of
details of cost of any product™?, Were equally
divided between yes and no see below :=

Item, Number of yes Number of lNo
i-~ Materisl processed in the factory, 3 2

ii= material bought out, 2 3
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Item, Humber of yes INumber of No
jij= material yields, P J
iv—= process or conversion cosis, 2 o
v= fixed over head, Qj o
vi- msriable over head, 3 2
Total 15 15

9. Two managers declared that the accountent provides
details of actusl sales indicating general trend of
different products, while the other three managers

do not get this information,

Section E (Personnel Managers).

This is the last section of the questionnaire which
the finding is addressed to personnel msnagers,
The summary of all the five personnel maenagers are
above thirty years old; two managers one above sixty.
Their education varies from secondary school (two)
to univeresity (2), and the fifth is a holder of &
diplomsa from Sudsan Military College. Their experiences
rengee from 41 years to 8 years. Two of those
menegers have worked in both private amd public
sectors, one msnager worked in public sector alone,
the fourth one worked in the private sector only,
end the fifth did not respond.



2. Below is a table for msnagers respouses to the
questions "Does the accountant provide you with
the following™ the items are listed and opposite to
each is the response,.

Item Number of yes Number of Neo
i= cost of staff and labour turnover, 2 3

ii= cost of training new comers,
iii= cost of sbsment time due 1o

'

ﬂimaﬂ’ -z 5
iv—= cost of providing medical care
within the orgnization,

[

v=— compared with using private doctors, 2 3
vi-= coet of hasving own recreation

facilities. If eny compared

with social benefits derived

from such facilities such as

staff morale.
vi= cost of uniforms & their effects. .

L.

Total 15 20

Percent age. 43/ 57/
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¥4. Two gquestion were asked about the accountancy
staff turnover whether it is high, low or moderaie,
and the reasons behind this turnover e= (i) low pay,
(ii) staff is over loaded with worlt, (iii) promotion
to higher posts i= not open for accountants (iv)
others. The results show that the turnover of
the staff varies from ™low" three respondents,
(moderate) one respondent snd no response from

the fifth menager. The reasons gZiven were

(i) seeking employment sbroad, (ii) seeking better
offer, (iii) loecation of the mill is not suitable,
(¥v) low pay.

5« Those who leave the firm, do they join local
or go abroadf?. Three manager:s answered
they go abroad and two answered both,



Chapter IV

Discussion

This chapter discusses the results of the guestionnaire
end concludes with commente,

This chapter is devided in six areas according %o the
principles of ideal accountancy system discussed in chapter
ITI. These principles are :=-

1. Maintenance of basic data in respect of finsnce and

cost.

2, Maintenance of budgets and budgetary control system.

3. Provision of regular reports to menagement in respect

of 1 and 2 above,

4, Accuracy and timely presentation of data.

5. Adequacy of intermal control.

6. Cost of the system,

Below is a detailed discuseion of each of the above points:

1. Maintenance of basic data:

This area is covered by the following questions in
the questionnaire 13, 14, 15, 16, 21, 22, 23, end 25 in
section A, Question 5, 8 and 15 in section B.

8=~ Finencial books and written procedure.
The result shows that 40/ of the sample has written msmual
of accounte and 100/ of it keeps chart of accounts.
Pinancial books and registers are kept by all firms
ineluding fixed assete register. From my personal
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Imowledze,two firme of the sample | 40/) do not have such

a register, this faect is noted by ‘ihe extermsl suditors

in the snnual report and yet they i:laimed to have it

Trial balance is prepared monthly 1y all firms of the

sample, together with supporting sthedules. Also

all of them prepare a statement of sources and application

of funde, Balance Sheet =nd Profit and loss account .

Among the uses made of such statements by mansgers of

the firm included comparison of expenses, it seems

that they are refering to comparison of current peried

expenses with previous period expeases. This type

of comparison i.e., comparing actuel figures for the

current period with actual figures of the previous

period, is not useful esince the performamce of the

previous period which was used as yard stick, was

too poor and not up to the stand=azd. Rather

comparison to a pre determind budgets is more useful,
As regards, costs records, 80, of the firms in

the sample keep cost records, accirding to cost

centre. 20/ of the sample do no'; have coet records

end they do not mmintain them aceording to cost

centres., Cost of produetion in ‘the latter firms,

is computed according to a predet:rmind standards

which is misleading due to large md unforseen



-98-

variancies in the Suden,

Since all firme examined are fiom one industry i.e.
the textile industry, they should lave some sort of
uniformity of methods of costing uned by them, %o
facilitate comparison of costs and net results.

On the contrary what actuslly liappens is that
40/ of the firms use process cost, 20/ uses process
cost and historical cost, 20/ uses standard cost
and 20/ usermarginal costing. Olwiously this ic
adigadvantage and efforts should »e made by trade
associations and the Government to have a umiform
cost method for each industry to h:lp comparison
within the industry amnd assist in naintsining
national accounting records.

This same observation holds trie for the method
used by the firme for valuing issu:s of raw materials
from stores to factory.

60/ of the managers stated in response te question
number 16 in section B, that costiiig methods are the
concern of finsncial managers and tallring sbout such
methods is rather technical, This attitude is very
discoursging especially towards a very important
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element of finence which affecte tie existance and
continuity of their firms. Since the cost method
used will affect greatly the firm jwrofitability,
managers ought to know some thing ibout costing
methods and it is not advieable fo:* them to leave
the matter completely in the hands of accountants,
One memager who thinks cost method is not a
technical topic said "costing is a very important
factor in the sucess or failure of the business",

2, Maintenance of budgets emnd budgetary control:

The following questions cover the area of

maintaining budgets snd budgetary control in
section A, questions numbers 28, 30, 31, & 32 and
questions number 12, 20 & 27 in section B.

60/ of the sample has budgetery system while
40/ of it has no such system. Firms without
budgets are working without guidence or yard stick
Yo compare their actuml performemnces with. Tince
no budgets were prepared inadvence there will be
no responeibility accounting and ¢very thing will
rest on the general manager, In other words
without budgets all decisions will. be centralised



in the top mansger, The above result was obtained
in a response to gquestion 25 in section A of the
questiomnaire, while their respones: to gquestion 30
in the same section was slightly & .fferent since
80/ of them said they had & master budget in use.
It is not logicel to have a master budget and not
to have other budgete since the priparation of
other supporting budgets is a preequisite for
preparing a master budget,

It is worth mantioning that ne ratio is used
or expressed with budgets Yo show . tremnd or To
demonstrate a relationship in 80/ of the firms
understudy.

Meneger's response Lo the same question is
not consistent with finsncial controlers response
mentioned sbove about budgets. 8)/ of the manager,
gtated that they have a budgetary system. It is
clear that either the manager's or the accountants
were inaccurate in their reply. Accountants are
very keen to prove that they are capable of provid-
ing more information to mansgers, therefore there
is no reason for them to deny that they have a
budgetary system when they had one as a lack of
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such a sysitem would reflect poorly on their performance.
Therefore under these circustances ome would rather be
inclined to accept the response of mccountants as accurate
then that of the managers.

3. Zrovigion of regular report: to management:

This area is covered intensively in the questionnsaire
by the following questions,
Question numbers 3, 6, 7, 8, 17, 18, 19, 26, 27, 29, 30,
33, 34 end 35 in section A; Questions number 2, 4, 5, 8,
g9, 10, 11, 13, 14, 19, 21, 22, 23, 24, 25, and 26 in section i
questions numbers 2, 3, 4, 5, 6, 7 and & in section Cj;
guestions numbers 2, 3, 4, 5, 6, 7, 8 and 9 in section D;
and question number 2 in section E.

Below iz a sunmary of points vhich need consideration.
Regarding provision of informatior by finsncial controlers
or accounts department, to manageil's to help them in their
decision making process, the outccme was:

a) In response to provieion o:! information for planning
decision 211 accountants confirme:l that information was
presented to msnagers. But one wccountant accused all
managers by saying that-"They niether understand information
nor use datas submitted previously,

b) Accountents unanimously coafirmed presentation of
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information about control decisions to managers, although
one accountant qualifies his reply by saying "The control
is not suffient due to the shortage of the system and
variances are not adeguately smalyced®.

c) Despite the fact that the alove reply has indicated
a satisfactory standard of present:tion of information,
accountants showed a less satisfaciory standard when
three of them (i.e. 60/) stated thet information about
protection decieion was not availalle. The reasons
mentioned by them are: i) staff is available but not

compitent; ii) lack of staff.

In my opinion the above mentiored reasons are not
sound reasons to execuse them for reot presenting inform=—
ation in respect of protection deci.sions.

It is not logical to say that (taff is  not compitent
or unavailable in snswering the sevond part of the
question, while in the first part «f the question
accountants stated that informatioll for plamning
and control was available and prestmably is prepared
by the same staff of the departmen';, How can they
acuse the staff who prepared plamning and control
information of the incompetence whin asked about
protection decisionsf?. The stafl who is available
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and compitent to prepare plamming =i1d control informastion
should be adequate and capable enouzh of presenting information
for protection decisions.

The reasons mentioned by accounbtants sbove (i.e, staff
not compitent end not svailable) will definetly throw
doubts and shadows over the reliability of information
presented concerning control deecisins, since control
end protection are complementary to each other, If
control is not adequate or in effective, then protection
will be weak snd loose and vise versa., i.e. if protection
is weak and poor then control will be loose snd ineffect—
ive both can be considered to be tw) mides of one coin.

When the accountants reply is compared with those
of the managers we find that mamagers umanimously
confirmed that accounts department provide them
with information to help them take lecisions relating
4o planning, coordination, contrel mnd protection,

It is clear that either msnagers or sccountants
were not very accurate in their responses. As
mentioned before. Accountante are very lkeen to
prove their cajability in providing enough informe
etion to manager, therefore they will not deny
themselieves this credit by denying that the”
prepare information for protection decisions if



they actually do =o. Definetly the accountants reply
is not in their favour, since such :reply shows their
unability to provide the necessary nformation, but

it is likely to be the truth end unmler these circum-
stances it can be accepted as it is more realisble
than that of the managers.

The variation of the informatioi received by
mansagers was great as it appears in their responses
in section (B) of the guestiomnaire,

Another contrast between the manager's reply
and the accountant's reply can be eeen clearly
in their responses to comparisen of sctual per—
formence with budgets and reasons given for
varisnces. A1l managere stated that they have
all the information ralating to budgets amd
variances while only 60/ «"hh- accour temt confirmed
such facts.

A11 top menegers consider accowmting information
is reliable while production menagirs verify
accounting information presemted to them.,

40/ the accountants said that nensgers used
information presemted to them by tlie accounts
department, The other 60/ of the mecountants
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either accused managers clearly for not using information
presented by the accounts department, or abstained to
avoid combarssment or confliet with their bosses.
Disregarding the effort exerted on collecting and
presenting information and the mdverse effect of

the lack of appreciation would have on the morale

and cooperation of the accountants. Under such
circumstances accountants are discouraged from

working hard to collect more useful information

in the future,

Menagers opinion is in contrasi to that of the
accountanta as they stated that all of them used
information presented to them,

Presentation of regular reports.

Reports are classified into three iypes namely:

i= Finanecial Reports. These include trial balence,
balance sheet, profit and loses accinmt and statement
of sources snd application of fundi.

ii— Menagement reports. These include budgets,
actual performence cost reporte variances' causes
ad analysis.

iii- Special Reports. These ar: related to speecial
matters such as break even charts mmd replacement of
equipments project studies and other ad hoc reports
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which are non routine.

Below is breif summery of the risulte in respect
of the sbove reports.

a) In respect of financial reports 60/ of the
accountante said that a triael balane was prepared
monthly, 40/ of managers stated tiat they would
like to have monthly trial balemce, 20/ wanted it
quarterly and 20/ wanted it smmuall; with spproximate
monthly etatements. This duration in my opinion
was too long for menagers to asses their results.
A11 menagers confirmed that they received regular
reports about sales variations and sales mix effect,
trade discount and chenges in selliaig price.

A1l managers also receive staterent of sources
end application of funds, but at differemt intervals,
I think if such statement is prepared more fregquent-—
ly during the year it can be = very useful tool
for managers and it shows from wher: the funds
were obtained and how they were usei.

b) Memsgement reports. These relate to budget,
cost, comparison of budget with actual performence.
In response to this question 60/ of the accowntants
prepare coet reports while momthly cost reports are



prepared by 80/ of the accountents, In response to
another question 60/ of accountants prepare statements
showing comparison of budgete figur: with actual
performance and variamces amalyses :md explantion,
The menagers response to the same guestion is
completely different as gll of them stated that

they received comparison together w..th variance
analyses, This contrast was faced previously

in response to other questions and it seems that
managers either wanted to give a good picture

about their firms or they do not evem read
statements presented to them by the accounts
department. In both cases the smsver is not

in favour of mamagers and reflects nome carelessge
nese on their part. Added to that all menagers
confirmed that they received estimates of future
profits according to budget. Agair this is
contrary to what was stated previously by accountants.
You need budgetary system to prepare budgeted future
profite and we know from previous respomse that 40/
of the firms do not have budgets i.,e. Anawer to
question number 28 in section A of the questiommaire.
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As mentioned previously accountant respond represent
the true position since their respond indicate their
disability or the failure of the syistem to provide
+the necessary information. With regard to the
presentation of menagement reports /0 production
managers the resulte were as followis
i= A11 production mansgers rece.ve estimate of

cogt of new products.

ii= A1l production managers, exec:pt one, receive
information about availability of production facility
which is very important factor for Imdgete preparation.

iii= 40/ the production mamagers 1'eceive information
about the effect of changes in desmi;n or formula on cost.
They also receive information about scrapping old stock,
retooling, uwnused facilities and chumge in cost of
handling packing storage, orderring of purchases, and
coset of finence.

ive 100/ the production mensgers said that accountants
neither provide them with effect on cost due to chamges
in method of production nor with efi'ect of long and
ghort runs, economic lot or bateh size of differemnt
products.
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v= 43,6/ of the production manag:rs replies were in the
affirmative in respect of preseniation of detailed
information about economic stock level, cost of carrying
inventory smd storage and handling cost. While 56.4/
of the replies were in the negat:.ve form. Which shows
a poor control of such costs.

Seles managers respones are summearised in the following:

i~ 40/ of the esales msnagery agreed that information
about the effect of increase in varety of products,
increase in finished products stocking, and increase
in sales is presented to them.

ii~ 80/ the salesmanagers steted that they did not
receive information about net prcfit obtained from a
given type of business which remlted in & increase
of the elements of cost to obtair such business.

iii= 60/ of the sales menagers receive reports about

coet of product end reporte asbout the profit or loss
in respect of each product to indicate sales mix.

From the above it is clear that sales managers
do not receive adequate information from the accounts
department especially about no iij; therefore, salee=
menagers may waste a lot of time and energy to get
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extra business which may be non-profitable due to the
inerease of cost resulting from the extra effort put
salemanagers to obtain . the businees.

loreover, persomnel managers do not get adequate
information from the accounts department., 57/ of the
personnel msmnagers replies were negative in respect of
information about cost of staff turnover, cost of
training, cost of sbsent time, cost of providing
medical care, cost of creation facilities amd cost of
uniform and their effect. A= a result no clear
guide is provided for managers to decide to continue

or discontineésuch services.,

ITI Special reporis to managers.

These usually refer to reports sbout break even,
or of invesiment or disinvestment and other ad hoc
reports of a Eﬂtine nature.

In respect of reports about information to help
in decigiong to invest or disinvest, dividend policy,
capital strueture and wages structure, it is found
that 40/ of the sample receive such information.
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Another 40/ of the sample of accountants does not present
such reports and considere it as a board of directors,
decision end therefore it is not their concern. It is
true that the decision is a board of directors concern,
but accountants must take the initiative and present
such reports to highlight the profitability or otherwise
of an invesiment in terms of rate of returm or gearing
ratioc ... etc, to managers or board of directors.

Then the board's duty is to examine such reports and
take the appropriate decision accordingly.

In response to a guestion sbout location of new
factory and transport of capital equipment and finished
product from factory to market area, 60/ of the managers
confirmed presentation of such reports., 40/ of them
gaid no and one of these mamagers seid that as regards
transport of finished product from factory to market
area was not prepared eince delivery of goods was
exfactory. Therefore in his opinion transport of
goods to market area is not the firm concern.

Apparently this is true but cost of transporting good
is part of cost of sales to any buyer amd it will
affect the degree of compitition between factories
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located at different aresas. For exsmple, a trader will
include the cost of tramsporting goods from factory to
market area, whether he paid the cost of transport to
the factory as part of the selling price or paid it o
enother carrier, when computing cost of goods bought.
Therefore if we have two factories producing the same
commodity and selling it at the same price exfactory,
but one of the factories is in the market area and

the other is far eway from the market area. To buy
goods from the first factory is obviously chesper

than from the second factory., This will definetly
make factory number two less competstive compared to
factory number one. Consegently, a wise team of
managers and accountants have to take into considerstion
cost of transport of finished goods from factory to
market area, whether goods are sold exfactory or
despatched to customer place or warehouse,

40/ of the managers confirmed presentation of
reports to decide whether to repl=scec . a machine or
not,

4. Accur of data and tation in time:
All managerse confirmed that data presented to
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them in section B and question 9 in section C, from the
accounts department was accurate and relisble.

However, one manager qualifies his response by saying
that he gets information verified by external amd internal
suditors. 40/ of the production msmagers verify
information presented to them by the accounts department.

Internal auditors were report to be employed
by firms in 60/ of the sample, The internal
auditors' reports .  are presented when a eertain
job is completed or when they were asked for and/ or
monthly, Action taken on these reports are rare
gince only 40/ of the geample confirmed the existence
of such sn action.

Presentation of data or information in time may
be affected by morale of accounts staff. Their morale
ie affected greatly by the way msmager's request for
information, 60/ of the accountants stated that
request for informstion was mpade in a friemdly
menager and therefore its effect on morale and
cooperation is positive, the other 40/ stated
that managers' request for information was made
in a formel memner end its affect on morale and
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cooperation was not positive,

80/ of the mccountants said th:t request for infor-
mation was specific smd clear thus ‘he quality of infore
mation submitted was ralisble, The remaining 20/ of
accountante have declared that request was vague and
unspecified snd they aXxtributed thal waguenese to lack
of knowldge of their role by manageis. 60/ of the
managers think that the way of requesting information
affects both morale amd cooperation of accoumts staff,
In order to aveid umhappy situation they suggested to
combine both methods when requesting information i.e.
to use formal and informal,

Another factor which effects accuracy amd timing
of information is staff turnover ané training. If
staff turnover is high flow of work will be disturbed
and bottle lmecks will be more freqrent, The same
is true if training facilities end programmes are
poor and in adequate. The situtior in our sample is
poor staff stability. Since 60/ of the sample stated
that staff turnover is high. While the situation in
respect of treining is good emd 60/ of the sample have
gtaff training programmes. However, accounts complained
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previously about staff shortagcs and those available

proved to be incompetent.

5. Adequacy of intermal control:

The following question 5 cover the above area
Question number 1, 20, 24, 36, 37, 38, 39, 40, 41,
42, 43, 44, 46, and 47 in section Aj
questions number 1, 17, 18, 28, 29, 30, 31 snd 32

in section B}
question number 1 in section CsD3
guestion number 1, 3, 4 and 5 in section E,.

In addition to the above giestions personal
observation is used in assesing the adeguacy of
internal control of the firms silected. None of
the firms surveyed presented an orgnization chart.
However each firm has board of (irectors, general
manager snd functional managers. The devieion of
respongibilities and duties of the accounts staff
is not satisfactory since in sare firms staff is
not available (shortage of stafi’) and in others
gtaff ie not competent.

In nrﬂarfgghiave the best results there must

be common understending to facilitate planning end
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coordination. A team of mansgement without under-
standing snd harmony will be split and each one will
look for his personal interest thus frustration and
conflict will preveil. In one of the firms exame
ined, the genersl manager is secondary school
greduste while the production manager is a FPh, D.
holder. It is a fact that menagerial ability is
not associated with education or certain technical
abilities, however, harmony in eduction and qualif-
ication between the team of managers will strengthen
understending keep the balance, and create a more
umified team of managere. Harmony is also needed
in respect of managers age. Big differences in
menagers age result in generastion gap which will
affect understanding of firms objectives snd memns
used to acheive those objectives.

Shortages in accounts staff, poor training
and incompetent staff will affect the adequacy of
internal control of the firm. Infortuneately the
above draw backs were mentioned by the interviewees

in response to verbal interview and discussions.
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Ag regarde special control it is worth to
mention the following:

i= store are adequately controlled however,
physical inventory is not domne fregquently,  Athough
gll firms have large stores with rumerous items
which their wvalue differs greatly, none of them
uses ABC Plan to control their stores.

ii= In respect of sales and credit conirol it
is interesting to note that all firms do not have
credit control department or credit controller for
sales on credit terms. However 60/ of the firms
have liquidity problems and their bank over draft
facilities are above the ceiling. Their general
managers and finanecial controllers were chasing
banks and govermment suthorities for more credit.
The effect of relying on bank's overdraft facilities
on profitability is clear to every wise manager.
Efforts should be made to reduce bank facilities
by limiting credit terms given to custorners.

iii= 60/ of the firms have internsl auditors,

however one third of those firms has a written manual
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audit procedure. It is worth mentioning that internal
suditor post is not a luxuary post or am easy job to
be filled by pensioners. Such a job needs & qualified
strong young man,

Subject to the above observations the internal
control of the firms is fairly .satis=factory.
The last area of the discussion is the cost of the

Byﬂteﬁl-

6« Cogt of system should be ressonable:

As it was mentioned earlier in chapter one, as
part of the limitations of the study, it was not
possible to conduct a full enquiry intoe the financial
matters of the companies serveyed. Consequently
it is not possible to ascertmin the cost of maint-
gining snd providing accounting information.

However, & word here and a sentence there can
indicate to the observer the degree of care exercised
by mansgers and accountants te control and minimise
coet of providing accounting informastion. The
following observetione are worth mentionings:

i= In & reply te guestion three in section 'A"

of the questionnaire a finsence manager "said
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computer is ready". He meens to say that the computer
is available and at hi_n disposal, He csm use it any
time he needs it. In my opinion it is either that
the accounts department should have aplammed system
before hand te feed the data into the computer, or
otherwise the computer ie considered redundant and
idle most of the time. In both cases (i.e., leck
of planned system and idleness of computer) in my
opinien. ., the system is defective and expensive.

It is defective in the sense that no predetermined
system or procedures are available smd to feed

the computer with data in the last moment may

lead to chacee in reprogramming computer operations
end rnse, it also may result in producing misleading
information,

The menagers should analyse the amount of work
to be done and whether such work justifies the
installation of a computer instead of computerizing
records because of prestige or following the general
trend. VWhich seems to assume that everything
should be computerized this especirlly all the
more important, if we consider the culture, economice
and sociel progrese of the Sudeam.
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ii= Another observation is that one firm hes its
head office at Khartoum North while its factory or
mill is 30 miles south of XKhartoum, The general
manager and the accounts department are at the
head office. General mansger visite the factory
almost daily, however, if he or the finence mamager
need some information from the factory during the
day, they have to send some one to the factory ar
wail uwntill they go to the factory at the end of
the working hours of the office,. The two alter=
natives may add to cost of providing information
since they need more time emd cost of tramsport.
iii= The last observation is in respect of staff
turnover which is considered high, High staff
turnover is expensive in terms of cost of training
and cost of recrutment also high staff turnover
lower the morale of the employees of the firm and
decrease efficeny and productivity.
From the sbove discussion it is clear that
no firm in the sample examined has sn ideal system
accountancy information. The above discussion

reveals many wealmess or draw backs such as lack
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of written accountancy system, lack of cost emd
budgetary accounte poor intermal control, absence
of ad hoe reports about non routine matters, poor
control over costs of system, unfruitful or poor
training and high staff turnover.

A11 the above together with the implications
and recommondations will be discussed in the next

chapter.



Chapter V

Implications and recommendations

This chapter covere implications from the study
and recommendations which, in my opinion, will assist
in improving the present situation of presenting data
to managers.

First the discussion concentratsc ..the implications
and then the recommendations.

A, Implications:;

It is clear that accountancy information provided
to menagers is not adequate. Thid ies attributable
mainly to absence of written system and procedures
to provide adequate accountancy information. 1In
response to questions 13 and 14 of section A of the
questionnsire 60/ of the firms do not have a written
menual of accounts or any written system for present-
ing accountency information to menagers.

In eddition to the above point the following
wesknesses were observed

i= Inadequacy of basic financial end cost data.
As for example fixed assets register is not used in
40/ of the semple, and 20/ of the sample do not keep
cost records. In sddition to that, although all
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firme in the sample are in the same industry they
use different costing methods. e.g. 40/ of the
gample use process costing 20/ use process and
historicel costing, 20/ uses standerd costing
and 20/ use merginal costing. Implementing
different costing methods give different results
of performance, thus interfirm comparison of
performance is rather difficult due to lack of
uniformity of calculation and presentation of
data.

ii= Lack of budgets and budgetary systems.
In response to questions 28,30, 31 and 32 of
section A 40/ of the sample has no budgetery
system, firms without budgetary system work
without a guide or yard stick and consequently
there is no responeibility accounting and
impliedly all decisions have to be taken by
the general menager. Thie may limit delegation
and may lead to centeralization of decisions.
Centeralization ultimately causes delay and

ineffieency,Even where budgets are in use, no
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ratio is expressed to show a trend or demonsirate

a relationghip in 80/ of the sample,probabley thie

may mske budgete less beneficial to decision makers.
iii= Provision of regular reports to managers

is not satisfactory as 60/ of the respondents

stated that no informestion about protection

decigionsis available.

While 60/ of the production managers receive
no. information sbout the effect of changes in
design or formale on cost.

100/ of the production menagers said that
accountants neither provide them with effect
on cost due to changees in methods of production
nor with effect of long and short runs, economic
lots or batch size of different productis. This
inadequacy is observed more clearly in responses
of sales managere as 60/ of them do not receive
any in formation about the effect of the following:
&) Increase in variety of producte, b} increase
in finished products stocking and ¢) increase in
seles. 080/ of sales memagers do not receive

information sbout net profit obtained from a
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given type of businese which needs an extra coet to
obtain i.e. epecial discount, special advertisment
or more frequent visits by sflemen.

Personnel managers do not receive, either,
information sbout staff turnover cost, cost of
training, cost of medical care and cost of recreation
facilities (57/ of the sample).

Further more an extra evidence is obtained
from the accountanga®' respenses as 40/ of them
consider preparation of information for "“invest™
or "disinvest" decisions and similar ad hoc
decigions is not their concern and consider
preparation of such information is the business
of the Board of Directors.

(n one hand this indicates that accountants
do not take the initiative to provide the necessary
information for decision making, on the other
hend it implies that menagers themselves have
to persuade accountsntes to provide them with
necessary information which is unfortunatly

given without interpetetions by the accountants,
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Under such circumstances decisions msy be taken
without any understanding of the relevant implica-
tione or even where informstion is provided it
would probably be misinterprated by masnagers

who are not specially trained to de the account-—
ants job.

Such decisions may prove to be wrong and
not in favour of the business. Decieion taken
on such bases which orginally meant to improve
a2 situstion or cure a disease may in the long
run aggravate the gpituation even more,

iv= Internal control:

ATthough internal control is generally
satisfactory the following wesknesses are
observed
a) 60/ of the firm's have internal auditors

yet only one third of this propotion has
a written audit programme, The internal
auditors are old employees (over 60 years)

with little imagination or ability to work.



%) Physical inventory of stores is not done frequently.
e} No firm has credit control deparitment although
60/ of these firms has liquidity problems.
d) Firms suffer from staff shortage snd high
gtaff turnover,
The above wealmesses affect accuracy of
data unfavourably, render training fruitless

end distrub the flow of information.

2~ Use of accountancy information:
The survey revealed that managers do not use

accountancy information. This is proved by the
accountants responses as 40/ of them said menagers
use information submitted to them while the
remaining 60/ . either said no or abstained to
avoid contradicting their bosses. The
consequencies of such behavior is that it

lowers the morale of the accountancy staff

and discourages them from preparing new
information.

3~ Accountancy as a tool to management:

Normally accountancy is coneidered as a tool

for menagement. In our case such & role has not
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been fully played, due to reamsons forwarded in 1 and
2 above.
4= Leadership smd Motivation:

Generally, in all firms surveyed mamagers and
accountants' performance is not up to their expect=-
ations. In other words what they perform and
achieve is less than what they reslly think.

The reasons to failure not to acheive what they
think the ideal or standard performance, in my
opinion, is due to low morale amnd lack of moti-
ivation.

Horale and motivation are affected by leadsr—
ghip and finsncial incentives.

a) The standard of leadership is deterorating ss

a result of economic, political and social pressures.
Economic or financial factors result in the immigration
of the staff who would provide effective leadership,
+n other arab oil producing countries. Leaving
leadership in hands of less competent mansgers.
On one hand, meny competent leaders were displaced

for politicsl reassons, and on the other hand
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uncompetent (not up to it) leaders were imposed on
inportant orgnizations as managers.

Social pressure on lesders divert their iterest
end attention from acheiving firms and national
cbjectives towards acheiving personsl objectives
such as acquiring a luxusry house and articles
of ostentatous consumTtion to identify one self
with the higher social classes.

b) Since leadership is ineffective for the reason
mentioned above, the only way to raise morale and
motivation is through higher end asdequate financial
incentives. Infortunately most of firmes have
failed to motivate employees through financial
incentives. This failure is due to the fact
that firms suffer from liquidity problems and
gustanied higher losses as a result of the low
productivity witnessed in these firme, This

low productivity resulted from intermal factore
and other economic problems facing the country
during the last decade. These problems can

be summarized in the following:
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i= lack of foreign currency for imports of raw
materiale, fuel and spare parts;
ii= poor transport faecilities from port to
consumption areas;
iii- power fesilure due to above factors;
iv= high rate of inflation.
This conclude the implicationand the rest of

the chapter is devoted for recommendations.

H. Recommendetions:

Recommendatione are in three grouprmainly.
The first group is about systems and procedures.
The second group relates to personnel i.e.
mansgers and accountants. The third and last
group is in respects of matiters of national
interest.

(i) Systems and Procedures:

T ensure a steady and systematic flow of
ugseful accounting information to managers to
help them in their decision making process, &

written procedure for preparation and distribution
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of such information should be prepared. The
written procedure has to sllow continuous
coordination of staff in the firm specially
between accountants and other managers.
The system should provide for the following:
i- Maintaining accurate up to date and

clear records for all finamncial and cost records
in an integerated system to ensure saving in
clerical cosgt.

1i= Maintaining budgets end budgetary control
gyetem in respect of different activities of the
firms. In large firms a budget committee should
be formed to ensure coordination between different
depariments. Eash unit or department should
participate in budgets preparstion, %o be held
responsible for its execution. i.2. Hesponsibility
accounting.

iii=- Supply top and other mansgers with regular
report about (i) and (ii) sbove. Regular reports
must be on specified dates. Other reports must

be on agreed forms and according to predetermined
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methods. When preparing reports, simple language
should be used and only information concerns the
receipient should be stated to allow for the prin-
ciple of mamagement by exception. A yard stick
must be included in the report to enable the reader
to understand snd obsorbe the conitents of the
report. The provieion of information, however,
is only part of accountants duty. He must be
capable of high=lighting the important facts,

and presenting them to mensgers in an easy and
comprehensible menner,

In addition to the above pointe, accountants
must provide the following information :

a) Information about changes in design and
their effect on cost. Information sbout serapp-
ing old stock, retooling, used facilities and
changes in cost of handling, must be provided to
mansgers. Puther more they should supply produc—
tion staff, with effect on cost due to changes in -
method of production and effect on long and short

runs, economic lot or batch size.
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b) Accountants should provide salesmanagers
with more information relsting to the followingi~
i= The effect in increasing variety of products,
finished goods,
ii— net profit obtained from a given type of
business.
e) Accountants must put more effort to supply
personnel managers with cost of training, cost of

absent time, and other costs relating to staff.

iv= Ensuring that data or information is accurate
end presented in time. Information presented %o
menagement must be accurate, since inaccurate
information will lead to an inaccurate decision
which will rather sggrivate the position.
Accuracy is to be considered in relation to the
purpoge for which the information is needed.

v= Ensuring adequacy of internal control:
In order that to make full use of advantages of
internal conirol, there must be a proper orgniza-
tion in terms of devision of responsibilities

and duties. Each boss should know his subordinate.
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A subordinate should report to one boes only.
Repponeibility of record keeping should bs separate
from responsibility for phyeical custody of assets
and proparties of the firms. There must be clear
syatem of defining responsbilities of duties of the
gtaff, in form of Job dascriptionfiggt of duties.
Continuous review of eystem and procedmes

ghould be undertaken by intermal auditor to ascert-
ain the adequacy of intermal control.

(2) Personnel :

This part is devided into two msin sections,
Nemely (a) relates to memagers and (b) relates to
accountants.

(a) Managers: From the survey I notice some
wealness in the menagers part smd by the following
recommandation one would expect some impovement.
i= Managers should devote more time for
planning of the future of their firms. Thisg cen
only be acheived by delgating some of the duties

they are doing now. Such duties include approval
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of payments and suppervision of loading end unloading
of trucks!!
be

ii- Special course should held for masnagers.
These courseg should include basic principal a
cogting and finance 4o raise the standard of
managers ability %o imderstemd costing snd finance
matters, such courses should be short in duration
end specific in the purpose.

iii= When information ies disregarded by manager,
some explanation or reasons will help in raising
the morale of the accounts staff.

v—= When requesting information from the accounis

department, managers should use hthe appropriate way,
i.e. formale or informale. They must consider the
circumgtences prevailing at that time.

vi= Decision for follow up of intermal suditors
reporte muet be done immediately the report is
received, Such action will raise the morale of
intermal auditor snd improve hisimege in front of
other staff.
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vii= Credit controllers should be employed to look
after credit ﬂﬁ%ﬁﬂ- His duties should be to follow
up collection/accounts receivable to improve the
ligquidity of the firm.

viii= When recruiting subordinete, consideration
should be given to hermony in age eduction and experience.
Large differences in age or education between members
of the msnsgement team will lead to different under—
gtanding of problems and means for solving such
problems., Such different understanding may lead
to frustration and conflict. The second part of
the recommendation in thie section is concermed
with accounteants.

(b) Accountants : The accountants must take the

intiative to produce useful . informstion since
they lmow the deviations or the weakness before
the mensgers. It is their duty to provide
managers with usefull information to help them
in their decision taking process. Accountants
must interpret the information presented to

managers to enable the latter to understand and
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gpprciate the effort put on them.

In addition to the above mccoumtantsmust co-
ordinate their activities with other departments?
activities, Accountants should understand the
problems of other departments and try to present
some information which will help thome departments
in solving their problems.

Training is en important element towards
improving present situation. However, in my
opinion and as stated by other managers, training
on the job ies the idesal. Since most of firms
have financial problems and cen not afford to
spend money on training their staff. Purther
more they want quick results. The above
recommendation conclude part 'B'" and below we
will discuss part (c) which is the 1=8%t part
of the recommendations.

(3) Matters of National Interest.

The following recommendations if implemented
will yeild some adventages for the benefit of
the country as a whole.
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i) A wmiform asccounting snd costing system
should be used for each industry. Such uniform
gsystem will fanilitsy1 keeping of national
sccounting recarﬂsfﬁgéparisnn between firms
within the industry concerned.

ii) A national plen for training should be
implemented to train employees at different
levels in the various industrisl sectors.
iii) Needs mnd requirements of various sectors
in respect of technical staff should be ascertained
in advance., Concentration on technical education
may help in meeting such requirements.
iv) Economic factors should be given more weight
when deciding on location of factories.
v) Careful studies should be made to the brain-
drain to the Gulf snd oil producing countries.
Such studies should comneider the poseiblity of
having mutual agreements with the concermed coumtries
to regulate the flow of trained and skilled sudsnese

personnel.
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vi) Serious efforts should be made to improve
the country's economic conditions amd solutions
gshould be found for other social snd politicsl

problems,



Appendix 1

DEPARTMENT OF BUSINESS ADMINISTRATION

FACOITY OF FECONOMIC AND SOCIAL STUDIES

UNIVERSITY OF EHARTOUM

The purpose of this study is to eveluate accountancy

information provided to decision makers to help them in

their work, with the view of instituting the appropriate

decisions:

SECTION -

As

-
[

(a)
(b)
(e)
(d)
(2)

(a)
(b)
(e)

(d)
(e)

Name of Pinancisl Controller cesssessssanssesss

AZR sssensssrasrssaas

FPositiont eeseesssssessecnrssssccnccscsrcscsnnns

Gualfication (eg. Diploma Degree ACCA) sessssse

Experience: a) No. Of YEEYE cessssvecsccssnnsss

b) In the Private, Public or Both

SeCtOTE eccecssnssssaccsnssnnsans
(tick what is relevant)

Name of Organization: seccecasssseccccsassscsasnn

Nature of BusSiness! seessecescssssesssnssnnssnces

Type of Ownership: Private Co./Publich Co./

Corporation

ObjectiveB! sseccscssassssssscssssssssnvasnnnss

Size of Organization in terms of:
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i) Total Annual Sales a) excluding Inter
Company Sales
ii) Total Value of Assets
iii) Share Capital
iv) Total number of employees.

(£f) Internal Orgenizations
1) Number of Functional Departments
2} Number of Service Departments
(g) Orgenization Chart (give copy please)
3. Iz information avaeilable to decision makers to
help them:
in Plemning Decision: Yes / No
(a) if Yes give exsmples please.
(b) if No. Is thie due to the fact that
information is not available due to:
i) Lack of Staff
ii) Staff aveilable but not competent
iii) Staff turnover is high
iv) Staff is untrained (training is poor)
v) Cost of preparing data is high and funds
are not available

vi) Time given for preparing data is not enough



~142-

vii) Accounting system implemented is
unadequately efficient to provide the acquired
information
(¢) Data is available buts
i) Masnagers do not ask for it
ii) Managers do not understand it
iii) Menagers do not use data submitted previously
iv) Menagers do not consider it as reliable data
v) Other reasons (specify please)
4. Is information available to decision makers to help
them in control decision?
YeBt.uet Noteost
a= if yes give examples please
[ R N S S
2/ sessunrmrisdsanaaasaaane

3/ BAEA0ORSAPOEASANSEANRE TS

b=~ if no is thie due to the fact that
(1) Information is not available due to:
i) Lack of Staff
ii) Staff available but not compitent
iii) Staff turnover is high
iv) Staff is untrained (training is poor)
v) Coet of preparing date is high and funds are

not available

vi) Time given for preparing data is not enough
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(2) Data is availeble but:
i) Menager does not ask for it
ii) Menager does not understand i+
iii) Mansger does not use data submitted previously
iv) Mansger does not consider it as reliable data
v) Other reasons (specify please)
J« I8 information svailable to decimion makers +to help
them in cordination decisions
YesSteeet NOteos:
a) If yes give examples please
T/ sisnmiie s en R e
T T P S
¥ R R R e - .
b) if no is this due to the fact that
(1) Information is not available due %o
i) Lack of Staff
ii} S8taff available but not competent
jii) Staff turnover is high
iv) 8taff ie wmtrained (training is poor)
v) Cost of preparing data is high end funds

are not available
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{2) Data is available but:
i) Manager does not ask for it
ii) Menager does not understand it
iii) Menager does not use data submitted previously
iv) Manager does not consider it as reliable data
v) Other reasons (specify please)
5. Ie information avaeilable to decision makers to help
them in protection decisions:
Yes:...: Notesat
If Yes give examples
. 1) S T
1) eeneesseseeeseee
111)  sessesssaaeweiaes
If Mo is this due to the fact that.
(1) Information ies not available due to:
i) Lack of Staff
ii) Staff Available but not competent
iii) Staff turnover ie high
iv) Staff is untrained (training is poor)
v) Cost of preparing data is high and funds
are not available

vi) Time given for preparing dete is not enough
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(2) Data ie available but:
i) Manager does not ask for it
ii) Menager does not understand it
iii) Menager does not use data submitted previously
iv) Manager does not consider it as reliamble data
v) Other reasons (specify please)
7. In what type(s) of decision does the financial
controller participate?
L Gwev s e e
L b i Qe e S A
5 o 1 G P
EFT - wsanansnanusyandsons
8. Do you think thet managers make use of information
submitted by accounts deparitment in taking their
decieions?

YeBieaal Notaunat

ii) If Yes give examples
iii) If No is that due to: (Tick as relevant)
a) Pressure of time b) Irrelevent information
c) Personal reasons d) Political reasens
g) Other reasons (state TeASO0NE) weeeeserosncnsnseas

-li'll'l'l'l"-'ll'l'l.l'-.'l'lI".IilII“C‘I‘*I‘IIIIIIII]I']I
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9. How request for information from accounts department
is made? (Tick as relevant)
i) In a friendly menner? i.e. informale
ii) In superior order? i.e, formale
10. What ie the effect of No. (9) on the morale and
cooperation between managers and accountants?
(Tick as relevant)
i) Good =nd cooperative (positive)
ii) Bad end uncooperative (negative)
iii) Helf = Half (in between)
11. Ie request for information:
(Tick as relevant)
a) Specific and clear?
b) Vague snd unspecified?
¢} If (b) what are the reassons?
(1) ausvesiviseveavessss (B aesiishsddivisiisin
12. What is the effect of (11) on the guality of informsation
gubmitted by the accounts depariment?
Ie it i= reliable
ii= not reliable

13. Does the accounts department maintain a chart of accounts?



-147-

YeBtauswt Nofsean?

If No give reasons.

i""' EE@FEREEE SRS ii- B AW EP S EFEREEE S

ili- FE NN N R NE R RN NN NN i?‘— FE AR A EAOREETEREESS

14.8. Does the accounts department maintain accounting
mannusals?
Yesteeet Not...t
b. If No, how the accountancy proceduree are introduced
in work?
i= By Financisel Controller
ii- By epecified persons such as deputies snd
aseistant
Or
iii- By any one (Tick as relevant)
15.8. Do you think & written procedure for accountancy
system is
i= Important ii- Unimportant
b. Why is it important? Because
i. Work is standardized
ii, Work is specific
iii, Work will flow smoothly
iv. It facilitates staff training
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v, It ensbles further reference for procedures
vi. Other ressons (state plecse) sesesssscoscnns
c., Why is it wmimportsnt? BeCBUEE sassccsssnsscnsss

i. One can rely on own memory

ii. One can behave as circumstance demand

iii., It is & waste of time snd effort

iv. It hinders the flow of work

v. Tt makes work rigid
vi, It prohibits short cut procedures

vii. For other reasons (state please)
viii. I do not kmow
16,2. Does the accounts department maintain books and

recorde for all financial tremsaciions according
to functions?

i.e. BSalese, administrative etc scscsnaecs

TeBlenst NOteaat
b. If Yes tick booke and records kept by accounts

depariment as stated below:-—

i) General Ledger v) Purchases Book

ii) Jourmal vi) Subsidiary ledgers
iii) Cash end Bank Book vii) Cost Ledgers
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iv) Sales Book viii) Fixed Assets Register
ix) Others (specify please)
If No give reasone
1o cesssssccnccnassencssssss
1i. esesccssssssesssvscncnsns
1iis eeseaccssscscacsscsnnncans
18. Are supporting schedules prepared in respect of
Debtors and creditors?
YeBz.aat Noteant
If Yes is it i. Monthly ii. Quarterly
iii, Annually
(Tick as relevant)
If No give reasonss
iI= seevesveassssnsasnes
1i= sevcecesccsscssnnsces

1ii"‘ I A R R R NN RN NN N

19. Ie a statement of sources and application of funds
prepared?
YeBteaet Noteas:
If Yes is it i= Monthly ii= Quarterly
iii= Annually (Tick as relevant)
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21.

224
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If No give reasons,

1= Siiesivisnssassresnnenesei
1i= sssevssnssssnvssssnssnnsee
1ii= ssssscsssessscsnsnsscnsns
Is there a credit department for sales on credit?
YeBi.uat Noteaat
Ie there cost accounting?
YeBtsaat fenel
If No give reasouns
1= sssssssssssssnvass ii= seeesssessenvsenns
1ii= sssescscsnnascsass iVe sssscsssssnanssses
Are there subsidiary ledgers for manufacturing
expenses?
Yest..t Notewet
If Yea is it according to i= Cost Centre
ii=- By Product
(Tick as relevant)
If No give ressone
le= sesesscanssassascans
1i= srsevvisscnvenviains

iii- LA R R EEERE RS ERERENERSN)
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23. What method of costing is used (Tick as relevant)
i= Standard Costing
ii= Marginal Costing
iij=-Job or Batch Oosting
iv= Process Costing
v= Other methods (specify pledSe) seesssssssace
24.a. I=s an adequate stores system maintained?
Yest...t HNotaset
b. Is physical inventory done periodically?
p4-1-H Notessot
If Yes How frequent
TP No give reasone 1. seessccnccn.
1l sessscscnssee
25. What is the method of valuing iesues of raw material
from storese to factory?
i) Aversge purchese price ii) First in first out FIFO
iii) Last in first out LIP0 4iv) Stendard cost
v) Other (indicate please)
26. Are statistical ceet reports prepared monthly?
YeBteeet Noseo.

If No give reasons
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27. Are cost enslysie reports being prepared monthly?
Yem:...t Hoit.ust

If No give reasons

1s ssescaccsessscsscnnsnsa
11, sccevessncnccnscannanee
115, sesvevsansesenavsnnnes
28. i= Ie budgetary accounting in use?
Yes ... No «..
ij= g, If Yes ie it sn annusl budget?
Yee ... No «ss
b. If No give reasOns esiessevsessvcennacses
iii= If Yes ig it in confirmity with chart of financial
accounta?
Yes .es Ho .
If No give TeBBONE sicsssssasssvsssssssmssns
§uessssssssssacnsesnussssssasnusesnen R
If Yes does accounts depariment prepare comparative
statement to show budget and actual figures?
Yes ... Ho ews

If HG Eiva TEE.HDI:I.H EF @ FESSETFESE RO RS

E AT EE SN EENER R A FOP BN E PR R AR
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29. Does accounts department explain reasons of variancies?
YeE sas NO eus
If No how variancies are explained and controlled?
l1e seeevesssssnasssenns 1l ssvesevccsvccnsscencas
30.a8. Is & master budget prepared? &) budgeted profit
and lose account and baianca sheet.

If No gi?e TEEE0IIE sesssscasssrassnssnas

[ N NN NN NN NN NN NN NERENNNENNEIRERSNNNNENEENIN]
c. If Yee is it prepared monthly quartely or annually

(Tick as relevant)

31. Is cash flow statement prepared by accounts department?

Yas o, No sae

If Yes is it Monthly
Quarterly

Annually

(Tick as relevant)
If Ho give IefBONS .sssssssssssssasrsssssss
32. Are the following budgets prepared?

i. Production Budget

ii, Sales budget
iii. Cash budget

iv. Debtor add orditors budget

v. Stock level budget
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vi=~ Capital expenditure budget
vii= Administration budget
viii=- Research snd development budget
ix- Working capital budget
If yes put X if no give reasons please
33. Is statement of source and application of funds
prepared from the master budget?
Yas ..o NO see
If No give TEOSOND essssssssessssssnsnsenn
34. Does the eccounts department supplement the above
budgets with useful ratio to demonstrate a relation-
ghip or a trend?
Yes s HO wes
a) If yes are the following rations included?
i. Profit before or after tax to capital employed
ii., Working capital ratio
iii. Liquid assets to current liabilities
iv, Stock turmover velocity
v. Gross or net profit to seles

.bJ If Hﬂ' Ei?ﬂ rgaﬂﬂn i. S EErEEREE RN iil (A B R AR R R EENEERER.]
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35. Do you or the sccounts eitaff provide information in
respect of the following?
i) Decision %o invest
Yes see HO wee
if No give recsonBeisscscssssassessnnesnnns
ii) Decision to disinvest
YeB ... NO oo
if No give refAsSOlBessscssssssssnsssssannsns
iii) Capital structure i.e.,
equity and debt ratio
Yes e No see
1f No give reasoNs ssescscssssscsssscssssss
iv) Dividend policy
Yes sus HO eas
if no give IeBBONSE .esssssscsssscancosnnns
36. Is there an internal asuditor?
YeB oo HO aee
if No give reASO0NS s.esscesscssscscsssssssanses
37. Whet is his qualification
a) A. C. Co A. / ACA
b) University Degree
¢) Technical Inetitute
d) Others
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38. Ie there a mamnual for sudit procedures?
Yes eee NO aee If No give reasons
39. Does internal asuditor record daily work done by
him or his assistants?
Yes ... NO ene
If No give reasons
40, 1Ie internal audit work carried out according to -
written plan?
TeB ese NO «os
If No give reasons
41. Does internal auditor write periedical reports?
Yes .as HO «ea
If No give reasons
If Yes how frequently.
42.a. To whom such reports are addressed?
Lo sssssgeveisaseais Ay Snddssessesnnannens
b. Ie any action and follow up teken on basis of these
reporte
o Annnme s mma nm g R W
43. Recruitment and training of accounts staff.
State minimum gqualification required for the following
poet:
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i, Pinancial Contrellexr
ii. Assistant Pinancial Controller
iii. Chief Accountant
iv. Assistant Chief Acecountant
V. Accounts Clerk
44, Do you find difficulty in recruiting accounte staff?
Y8 .us NO ees
If Yer give I'GABONE ssessscessssnanssses
ls sssassssssncsnse 1ie ecvcessccsscnsas
45. Ie staff turnover high in the accounts department
Yes .4 No «es
If Yae give Toamns 1)esivssannvine 31) counsenasasssans
I Mo give reassim: 1) ssisviveasis 3L) sesesssmsenssnns
46.,8. Is there continuous education/training programmes
for staff
Yes ... Mo aas
b. If Yes state loecation of course.
i) Local Yes ... HO was
a. At own premises
b. At premises of similar orgmnization
€. E1lSeWhere scsssssassssssasssssnssnns

ii) Abroad
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2. On similar orgemizetion
b. At college or institute
If No give reasons:

1) esssssenarinenitanasaee

ii} LR B B O O IO O B B N N NN

47. Is the course specified in nature
Yes ... HO ese
If No give resasons:
- ) JR SRR e
Is employee performemce during the course corrolated
with financial rewards?
Yes «se o ese
If No give reasonss
1)} eesssscessenssecescsasacns

ii’) @S GRS sddanrERisARpFEERS
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SECTION B = 0P

1) NENOE: sssescesonasnansnsasnasennsannse
11) Lo 1 savasiessnnvaeri
ii1) Pomltiont sececesessssansstesanasnsns
iv) Biucationy A) sssssssssssssnunesen
(3 S A ———
0) sesersscesiiisesnsns
d) suswsiamsvnmrnsnvii
v) QualificaRtion®: 8) eccsscssssccscscs
D) ssecssssasscssnes
vi) Experience: ) No. 0Ff JaBYE cacecoscseansnsss
b) Position held ssecsssevenseess
c) In the private publie - sector
or both (Tick ae relevant)

2. Does the accounts department provide you with adequate
information to help you taking the following decisions:
a) Planning decision YeB oo NO ses

If Yes does it refer to the following
(Tick as relevant)
i. To forecast customer needs

ii. To decide which need can be undertaken profitably
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iii, To select market territfories
iv, To select method of production
v, To approve wages structure
viy To determine facilitiee for production
vii, To determime facilities for distribution
viii, How to raise short/long term finance
ix. Cost of short/long term finance
x. Methods of repayment of shorit/long term finence
xi. Approval of budgete (Master and Supporting)
xii. Othere (specify PleaBe) vscscssssssscscascesas
SPEesesseesenstEsaNeIssssRsETETETRREERERRTE SR T
If Nao give reasons pleasse
l1s vewssssvssnsssncsnccse
1i, secscsvnscscnsnnssnsss

iii‘ 'FERNENENFENNENENENRNENERNNLYE]

b) Control decision Y88 o NOo ass
If Yes does the information refer to the followings:
(Tick as relevant)
i, Comparison between budget and actual performance

ii, Heason for variances between budget amd actusl
iii. Appraisal of Intermal Control System
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iv. Cash and Inventory Control Systems
ve. Gredit Control Systems
vi. Others (specify please)
If o give reasons
ia sesssassssssessEAnABERES
1is eevssssscsscesssscsesons

iii—. [ E R E N NERNNNERERENENRNENHNHNHSJS.NN]

¢) Coordination Decisions: Yes ... NO oo
If Yes does the information refer to the following:
(Tick as relevant)
Coordination of budgets
ii. Number of orderg in hand
iii. Production capecity available
iv. Organization objectives & not the department
v. Others specify please
If No give reasons
ia sesssscscssccvssnssvsnas
11, csevssncsenssesnnsensa
1ii. ssevescevnssncassannaa
d) Protection decisions: Yes ... No eus
If Yes does the information refer to the following:

(Tick as relevant)
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i. Tocation condition, age and cost of asset
ii. Depreciation charged and expected life of asset
iii, Things used
iv. Thinge produced
v. Things disposed off
vi. inauranca of assets and adequacy of cover
vii. Security measures
viii. Others specify please
3« Do you congider information submitted ‘o you by the
accounts department as reliable?
Yes ... No «se
If Yes give examples:
1s eccesscsssnssnnsnnss
1ls sennscccescccsnecnas
1ii. sssvsccnsvacvanssnse
If No give reasons
1s sscassesssnssnsnsanas
il, sevesscccensancvnnes
How do you verify such infermation
i1s sesvescscnnsssnsssss 1is sesvescssnvsnssen
4, Do you make <use of information submitted to you by
accounts department?
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YeB senew No sas

If Yee give type of information and usege

a) Type of information b) Usage

i) eessncesssscanses 1) esvessesssacesnsss
11) sescesvevsessenes 1i) seecencscccccasess
s 5, I SO ————— 111) wessnasnsessnnenen
Ty ) R R %) Genssmemenesenni

If No is this due to the following reasons:
(Tick as relevant)
i) pressure of time ii) personal reasons
iii) received %oo late iv) political ressons
v) information is irrelevant
vi) degree of uncertainty ie high
vii) other reasone (specify please)
5. How do you request information from the accounts
department? (Tick as relevant)
a) In a friendly mamner (informal)
b) In a supervisor order (formal)
6. Do you think requesting infermation from the accounts
department in & supervisor order affecte morsale smd
cooperation of the accounmts depariment?

Yon ... No ses



~164=

If Yes state how can you avoid the effect?

i.
ii.
iji.
If Ne
i.
ii,
iil.
-
i.
ii.
e B B
1 e

oA

FEEE N NENNENNENNNENRNHNHN
csessssnssssssssenss
cesvssassessnnasesua
give reasons

essssusssncsssssnces
sescsenssnesassanass

a8 e8I CETBPSEIRASETDTERSE

o Ie your request for such information

written

verbal

clear and specific

vague and ambiguous

indicate purpose for which information is needed

(Tick as relevant)

8. Do you think that regular presentation of finanecial

accounts i.e. Balance Sheet send Profit smd Loss

Account is useful and helpful in decision making?

Y’eﬂ L N Iq'-o ves

If Yes list usage below:

it asssBserssR R ERAalEReRERN

ii. ac s el R EasEaceOoan

iiil "3avesEF BB EAEBRTAAOS



If No give reasons
12 weeeseesssencscosane
iils eeesceassennessnscsnan
iidi. eesecsscescsvsacocans
. How freguent do you like to have such statements i.e.
Balance Sheet and Profit and Loss Account?
i. Monthly
ii. Quarterly
iii. Aonually
iv. Other intervals (=pecify) seececsscceses
10, Does the accountant provide you with regular reports
in sddition to Balance Sheet and Profit and Toss
Account showing:
a. sumary of sales figures indicating the extent
to which profit have been affected by changes in
i« Selling price ii. and in trade discounts
Tes «se o eee Yes aee No eee
end changes in the mix of sales between more and
legs proditeble lines
Y85 sanse HOo sawe
we Does the accountant provide you with details of
operating results on the production side?

Yeg ... No «:ue



If Yes

ii=-

iii-
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doee it include the following:
The extent to which the different departments
have gttained the standard budget
Yee see Ho eeo
If No how do you get the information
LY wssssnavevensasse I} ssswisscinaves
Total effect of the production variences
upon profits Yes e HO eee
If No how do you get the information
L) ammevemsuvnwanne AL} weveswinissnsies
Mglysis of production Variances sand Cause
Tes wee HO wes
ITf No how do you get the information
Te eemssssesnsnnsssnsncnnes
ile sessssssssnssssssssssess

iiil asesm B e baRSeEESISSeERAS

12. Does the accountant provide you with details estimates

of the

future profits which should be demanded according

to budget

Yes .ane Nossn
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¥ No how do you get the estimates?
1s acnvsscesnsassnnss
ils seesecssccssssanse
13. Doee the sccountant provide you with facté about
hreak even pointe of the business? Yes ase
{Braakhvan point ie the point at which business:
Prefits‘QEH?@tn cover fixed expenses and the businees
begine to mm st a not loss)
14. Does the sccountant or ¥F.C. provide you with Statement
showing eource and application of funds?
Tes see Hn'...
If Yes - State usage please
1s sscenscsesssssscsns
1i. sssesccsvcnsssssans
iii. eesssscessnencssens
1Vesesessssasnsnnassnss
If Ne give reasons
1s evecessccnsssnnnns

iii NN NN NN NN N NN NN]

What method of coesting is used in your firm

-t
W
[ ]

standard, process or other (specify)



16.

17

18.

19.

=168

Do you think question 15 above is a technical one
Yes sas o aee
If Yes give reasons
le eovvvssssssssssssanas
iis eesessnvscsssvcsssnes
If e give reasons also
1s vesssssscesssnsssnces

iil AsAAdESPTEAGEDTERSTINDS

Do you receive regular reports about stores?
Yes 440 o aen
Give remsons= on both cases please.
Do you ingist on having inventory checked regularly
YeB sas No e
If yem how frequent
If No give reasons
Do you receive statistical cost reports?
Yes seen o eee
If No give reasons
If Yes give usage @7 cevsssessssssnsscssns
D= sesvsessscsnssscsssans C™ sssssscessasssasnnanas

= FssssesaseaRRERaDERRAS @= Lsesemssssunssssassnns



-169=-

20, Do you have budgetary control? Yee uee Ho ae-
If Yes indicate usage to management
1. devecsscscsinsacsnsnnnss
1i. ssvesesscssscssssssconss
If No give reasons
1a sevesansscssvensncncssse

ii' ar S BPoSSRN TSRO R2eRBERNARS

21. Do you receive actual figures compared with budgeted
ones?
Yes «eo Ho wee
22, How frequant do you receive such statements?
Give period in weeks please
23. Does the accounts department provide you with
information relating to:
i. Invest or disinvest decisions
TEE sae o eas
If Yes give examples
1a sesscscasssscsnssnsns
1le sesssassacsssoscnnass
If No give reasons
le sesnsascaccusscacns

ii. sassasSsafEASaRDODREN

ii. Capital structure i.e. ratio of equity



244
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ta debit. YEE ses MO see

If No give ressons

iii, Dividend Policy

Y'EE LN Nﬂ seas

If No give reasons

iv. Wages structure

Yes aue NO waa

If No give reasons

=

b.

e

E.

Does the accountant provide you with adequate
information showing comperison of costs of
different suggested locatione of the new factory:
Yes .ae No sne
Does he show cost of trmnsport of capital equipment?
TeS ssue HO sas
Does he show cost of trmmsport of finished product?
Yes sae No ees
Cost of transport of finished product from factory
to market ares.
Yes .40 Mo cas
A11 cost of other factors affecting location of
factory

Te8 asss No sue



-171=

25. Does he provide you with full informetion to decide
whether to replace & capital equipment or not
YeE oo or o see
If Yes does his information include the following:
(Tick as relevant)
i. saving obtained through incressed production
at increased speeds end high efficiency,
ii, decreaselhmaterial coste through greater yeild
or lower apoilege,
iii. decrease mnlabour costs through fewer labour
operations and more machine operation,
iv. lower maintenance costs,
v. better quality in finished product.
vi. cost of writting off old plant,
vii. higher depreciation charge on new equipment,
viii. those mere tangible coste in the form of holdups,
delays low operating efficiencies whilet the new
equipment is being run in.
25, Does the accountant cosider the above factors in
guestion 25 in relstion to the following:
i, sales price and whether a better price can be
obtained for any improvement in quality
TeE sae o esn
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ii. The moet economical production level at which
the new equipment must be operated and the =sales
volume that this production level will produce.
Also the guanity of produect which the market
is ready to absorb:

Yese ..0 o ees
iii. The net profit and whether the sum of the
above factore give an overall increase or
decrease in profits.
Yes aes o ees
iv. Whether funds are available to finance the
replacement
Yer ... Ho awee
If Yes doee he show cost of finance?
Yes eae Ho ees
27. Do you need a budgetary control system?
Yes .se Ho wnw
If Yes give examples
ie secesassssccnsnssasne
If No give reasons
1o sesesasccnnsnanssasns

ii- s EaseesdroerEnRe b sene



-

28. Do you have an internal auditor in your firm?T
TEE aee o ees
If No give reasong
29, Do you think it is important to have sn internal
auditor in your firm?
YEE ose O sea
If Yes to whom should he report
1e cosascscnsssnsccscensansnas

ii. LB R E N ENENESENENENERERSHNNENNRETSEH:NHNN]

If No give reasons
j-j-ll LI B B BN B BNCRU R B B RN B BN BN BN RN R BN N A BN N N 3

30, What do you expect to get from him?
.5’») “ePASPCARRERNSAAANASEONSOPBOREBND

D) escssesscssessoscoscsascsoranses
- 3 R A TR
31. Do you think education and training is important for
accounts department?
Yes cas Ne «os
If Yes state location and duration of training
local/abroad/short training/long traing

(Tick as relevent)
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Do you think performsnce of employee during training
ghould be corrolated with financiael rewards?
Yes aee Mo aes

If Yes is this the case in your firm?
Yes .40 Ho sse
If No state reasons
s
1le sesesccavesasscssscscassnnes
1lls essesscssssssssscacscsccncesns
32, Is accounting staff turnover high?
Y85 wee o ses
If Yes what are the reasons?
le svecesscssscssvssssnassnsenss
1ie sseessscccsensenssssnnsncncee
If No state reasons also
le evessseessssssnssscannnsnnns
1i. snnsesscossacvnnnnnsnsnsnsns
1ile eecesessssscescassscsvnssnae

i"lﬁ’- (AR RN EEEEEREEEEEEE RN RN ENERS.SHN]
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SECTION C s
PRODUCTION MANAGER
i"N&ma . TARASANPS IR ER AR CAII TSR BB R
il"AEE ' enhesescesensseAERIRIRBBCEABEAD D

iii= Position : sesesrssssssvssnssmmnnrsssssnassn
ive EQucation § sreecracnsnssssnseesrasceanr - ~cnnea
creun:acssessssesabessEButResEs
e
v—= Qualification :
B) wveinnassevesisEeiss i EEve e
B] ssanssudiesarssiae i ines Nveina
vi= Experience
&) No. 0f YOBY cesecaassssssnnnnes
b) Position Neld sececcoscencannes

¢) In the private, Public Sector or both

(Tick as relevant)
2. Does the accountant provide management snd design staff
with estimstes of coste of a new product te be produced
or under researchf?

YeB sas HOo eee



3- Doee he provide infoermation about availability of

=T 6

production facility?

Yen eue No awus

4, Does the accountant provide you with effect of changes

in design or formula on the following coste?

1w
ii=

i1

1V

1ije

(Tick as relevant)
Cost of replacing old stock
Cost of retooling
Losa of production during the
chenge over
Absorbtion of unused facilities
in one part of the factory
Changes in cost of handling
Changee in cost of packing
Changes of coegt of storage
Changes in cost of ordering
Chenges in cost of purchases
Changes in cost of finance
If no tick resesons below:
You do not inform the accountant

You 8o not request his participation

The accountant does not understand your needs

Yes

Yeasg

Yes

Yes
Yes
Yes
Yee
Yes
Yes

Tes

No

No

No

o

Ho

Wo

No

o

oT

ULV’



Je

Te
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vi= The accountant iz not competent
v= Other reason (indicate please)

Does the accountant provide production staff with
effecte on coests due to changes in production
methods? i.es putting more horse power behind each
worker,

YEE aens HOwas
Does he provide production staff with effect of long
end short rums.

Yes e o ece
Does he provide you with the economic lot or batch
or sizes of different products

Yes .e0 o nees
Doee the accountant provide you with the effect of
producing on a hand to mouth basie or to make for
stock end coordinate selling efforte in order to
put work through the factory in more economical
gquentities?

Tes aes Mo wea
Does the accountant provide production staff with

the following:
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iii-
1V

Va=

Vi=

Viiew

Viiie

ix=—

L —
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Economic stock levels Yes
Cost of carrying inventory Tes
Cost of storage amnd handling Yes
Cost of capitael locked up Yes
Material variances from standerd due

t0 excese or more economical material

usage in the factory Yes
Scrap end spoilage reports Yes
Labour cost showing actusl and standard

and veriances and their cause Yes
Labour EfflCl&uBF an& the loss or

saving due to 1t/d1ff9rent departments Yes
The smount of expenditure incurred on

the different items of overhead expenses

and the varisnce of sctual expenditure

from standard Yes
The extent to which fimed expenses have

been under absorbed or over absorbed

because of a fall or rise in the level

of production in the different departments Yes
Statistic of direct labour showing details

enalysis of lsbour costs operating

No
No
Mo

Jile]

o

Ho

No

No

Ho

No
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efficiencies, lost time, absent time -~
amd oult put compared with stenderde? Yes Ho
9. Do you accept the information submitted to you by
the accountes department without further verification?

YeB ans Ho aes

If yes give reasons

If no give reassons

2) O BSOS BEABESEN BN ABEFETFESEREE
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SECTION D 3

SALES MANAGER

4o ad doedrsanFEeed i edeOEESEFER
ll-Age : IE NN NN N EN NN N RENNEN NN NN NN NNN]
iji= Poeition 7 eesensssssessbEEsADGEREOELRES

ive= Education : srerssesasosnsneanasIedsEnese

v~ Qualification :
3} eesecsevsesan-vesnnsesrs-oace
2}  aeesenssesnscsces-snscsnansas
vi= Experience :
2; No. OFf FOBY cesncsssssnvnacens
) Pamlition Hel8 scewssssssvasasss
¢:) In the private, Public sector,
or both.
(Tick as relevent)
2. Does the accountant provide you with the following
information?

Costs due to increase in variety of produects so0ld?

Ye8 ves b [ J—
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If no give reasons
Effeect of increasing sales on cost of production
YEE aee NO «ss
If no give reasons
Effect of increased changes overs and short runs
Yes ... o sew
If no give reasons

24 P9 89840082 MAHANn0 e eTet e T AT AL SAS

Cost of increasing multiplicity of parts
TEE ese o eee
Cost of incressing finished products carried in
gtock and work in progress
YeB «os o eea
Does the accountant provide you with comparison
of net profit obtained from a given type of
buesiness against additional cost of the following:
(Tick as relevant)
i. Additional advertising
iji, Additional cost of despatch

iji. Additional cost of invoicing
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ive. Additional cost of credit control
ve Additional cost of telephone calls
wi, Additional cost of effort incurred by
representative in getting the business.
4, Does the accountant initiate enquiries inte how far
it is poseible to cut the following costis?
i. Transport costs
ii, Warehouse costs
iii, Packing cost
iv, Others (specify please)
(Tick as relevant)
5. Do you request the accountant to provide you with
regular information about costs of different products?
=1 - S NO weo
6. Does the accountent indicate clearly the assumption
he made when preparing the above information?
Yes ... NO oo
T. Doee the accountant provide you with details of profit
or loss in respect of each product to indicate eales
mix effect?

Yes .o HOo o
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8. Does the mccountant meke the following distinctions

in his regular reports of details of cost of any

product?
i, Material processed in the factory Yes No
ii. Materiael bought out Yes No
iii. Material yields Yes No
iv. Process or conversion costs Yes DNo
v. Fixed overhead Yes MNo
vi. Variasble overhead Yea  No

9. Doee the accountant provide you with details of
actusl sales to indicate genersal irend of different
products.

YEE [ ] Hﬂ . e e
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SECTION E &

PEREQNNEL MAWAGER

T i. Name T essssasssasssasnensRaUEeERES

ii. A E e I sessesessesmesbasssesEEBERS
iii., Pogition ! esresnsesssssnssencssannnssnse

iv, Education i esressEEsREsEESRNBEAOEEEREES

EN EN NN N RN R NN NN NN E RN RN
DA EASIRRPTE NS AR PR R T AR D

- T % 9 22 SH 0 BHIEANE TSN E SN S BAR LN

ve Qualification :

:E'J) e Se BE B PE SRR D E R
Y
N PsosssesReE s dBERaaBRREREDBS

v1. Experience :
2) Hos 0f JORTS casccvssssensces
=} In the private, Public Sector,
or both
(Tick as relavant)
2. Does the accountent provide the personnel manager
with the following:
i. Cost of staff and labour turnover
ii. Cost of training new comers

iii. Cost of absent time due to giclmees
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iv. Cost of providing medicsl care with in {he
orgenization
Compared with coet of using private doctors
ve Cost of having own recreation facilities,
If any compered with social benefite driven
from such facilities such as raiging staff
morale

vi. Cost of uniforms and their effects

3. Ie accountancy staff turnover high/low/moderate
(Tick as relevant)
4, Staff turnover in acecounts department is due Lo
the following: (Tick as relevant)
i. Low pay
ii., Staff is over loaded with work
iii. Promotion to higher posts is locked
for accountents
iv., Others (specify please)
5. Does the mejority of staff leaving your firm join
other firms in Sudesn or Abroad?
i1, In Sudan

ii. Abroad
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