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ABSTRACT

ThdLs research Is  about the acceptance and use o f budget hj the managers 

o f the coniposite jute m ills in  Bangladesh. There are two aspects to i t .

The f i r s t  is  an inrestigatlon into maoagers' acceptance and use o f  budget 

as a tool o f  management. Acceptance and use are regarded as two dimen

sions o f  a ffianager's behaviour. Acceptance re fers  to the commitment as 

as reported by managers regarding the achievecent o f  budget targets. 

Comndtaenty in  turn, is  re flected  in  the acceptance o f  budgets by managers 

as t h d r  own and their use o f  budgets in  dischar^ng the managerial functions. 

While use means use o f  budget and budgetary information in  discharging the 

managerial functions o f  planning, control, co-ordination, motlTatlon and 

communication. In other words, the use o f  budget as a managerial tool i s  

emphasised. The other i s  to study the Influence o f  fa ctors  lik e  budget 

charact<»'^.stlc8 o f  f le x ib i l i t y ,  a tta in a b ility , tim eliness and follow-^p, 

managers' participation in  the process o f  budgeting, their budget motiva

tion , their knowledge regarding the purposes o f  preparing the budgets, and 

their personal characteristics, lik e  age, experience, educational back

ground and training In budget on their acceptance and use o f  budgets.

Investigations were conducted in  a l l  the nineteen composite Jute 

m ills under the Bangladesh Jute M ills Corporation and heads of these m ills , 

their production heads, sa les heads and accounts heads were interviewed 

through two queotlonnalres which were designed mostly on Llkert*s f iv e -  

point scale. la framing the questionnaires, due considerations were given 

to r e l ia ld l ity  tnd va lid ity  o f  the measurement instruments. These included 

a p ilo t  study, con ^ ltation  o f  past research, expert opinion and pre-testin g ,
I

t . . '  ̂ i
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In th« f i r s t  chapter* w» have presented the research prohleos. The 

second chapter deals with the defin ition  o f  the variables and their measiire- 

ment*

Chapter three takes up the situationiil context o f  the research where we 

have discussed the enterprises and their enrLronments*

Chapter four discusses the budget ch aracteristics  o f  f lex ita llity , 

atta inalilllty , timeliness and fullow-up and the attitude o f  managers 

towards then.

Chapter fiv e  discusjses the extent o f  acceptance and use o f  budget by 

managers based on the data co llected . This chapter also explores the rela* 

tionshlp between budget acceptance and use and the relati.onshlp between 

these and budget characteristics o f  f le x ib i l it y t  a tta in a b ilit7« timeliness 

and foUow-up.

Chapter six  takes up the issue o f  participation  and seeks to find out

the extent o f  participation  o f  the managers in  the process o f  budgeting on

the basis o f  the data co llected  and i t s  relationship to budget acceptance 

and use.

Chapter seven discusses the purposes o f  preparing budget and managers' 

knowledge regarding the piirposes. The in fluence o f  managers' knowledge 

regarding the purposes on the acceptance and use o f  budget by them has also 

been explored in  this chapter.

Chapter eight deals with the budget aotlvatloa  o f  managers and i t s  

influence on aanagers* acceptance and use o f  budget.

Chapter nine contains a diaouasion o f managers' personal characteris-

t ic s , namelyt age* experlencef educational background and budget training

and their relationship to managers' acceptance and use o f  budget.
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Finallyf in  chapter t«n the major ae{>ect8 o f  the investigation 

and i t s  findings have been summarised and some relem nt conclusions 

and io^ llca tion s have been put forward.

The findincB o f  the study are sumfflarlsed below:

( 1 ) Acceptance and use o f  budgets by the managers o f  co n ^ s ite  Jute 

tnLlle were found to be at a low level* Of the f i f t y  seven managers inter** 

viewed, only eighteen managers (3235) reported high acceptance and nineteen 

managers ( 33^) reported high use o f  budgets* The extent o f  acceptance and 

use did not vary sign ifican tly  from one Category o f  managers to another. 

This i s  due to the prevalence o f  an unfa'vourftble organisational climate 

and low dependence on budget as a management to o l. This can also be 

esiplained in  terms o f  organisational soc ia lisa tion  process which requires 

the organieation members to accede to the valuesy norms and required beha

viour prevalent within the organisation.

(2) Managers' attitudes towards budget ch aracteristies o f  f le x ib i l i t y ,  

a tta in ab ility , timeliness and follow-up influenced their acceptance and 

use o f budgets. The finding supports the restilts o f  study conducted by 

Simon e t .a l .  As to the individual ch aracteristics the study revealed the 

following:

(a) Managers who perceived budgets as f le x ib le , accepted and used 

them mi>re than those who viewed them as in f le x ib le . This i s  in  lin e  with 

the current thought in  management control.

(b) Managers who fe l t  that timeliness i s  observed in  the budget

process were high acceptors and high users. On the other hand, managers

v^o f e l t  that ti.melinesB is  not observed in the process o f  budgeting were

low acceptors and low users.
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(c ) Managers who peroelTed foUow-«p to be regular belonged to the 

group o f  high aoceptorB and high users, while the managers who perceived

the follow-up to be Irregular were low a oc^ to rs  and low tisers* This support 

the findings o f  the study made by Hahlm in  the U.K.

(d) Managers 1^0 viewed the budget goals as attainable accepted and 

used budgets more than those who viewed them as unattainable* This finding 

corroborates the findings o f  ea rlier  studies conducted by Hofstede in  Holland 

and by*Kenis in  the U.S.A.

( 3) Managers' perceired participation  Influenced their acceptance and 

use o f  budgets. Managers who perceived high degret o f  partiolpatlon were 

found to be high acceptors. On the other hand, managers who perceived a 

low degree o f  participation , turned out to be low acceptors and low users. 

This has supported the findings o f  the studies made by Ken Mllanl, Searfose 

and Monczkat Kenls, and C ollins in  the U.S.A. and by Rahim in  the U.K.

(^) Managers* knowledge regarding the purposes o f  prepaidng budgets 

a ffected  their acceptance and use o f bidgets. This i s  In lin e  idth the 

current thought in  the f ie ld  o f  budgeting.

( 5) Managers* budget motivation was found to hmre a s lg n lfio tn t e f fe c t  

on their acceptance and use o f  budgets. Managers who had high budget moti

vation were found to be high acceptors and high users, i ^ l e  managers who 

had low budget motlTatlon were found to be low acceptors and low users.

This vindicates the findings o f  Hofstede.

( 6) Managers' personal characteristics lik e  age, experience and educa

tional background did not have any sign ifican t Influence on their accept

ance and use of budgets. This has supported the findings o f  C ollins.
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Mamgera' training in  budget was, howeyer, found to hare a siga iflean t 

influeno« on tfaair aeceptanos and use o f  budgets* This supports the fin 

dings o f  Rahia*

‘ I t  may be concluded that the aeceptanoe and use o f  budgets by 

managers are not the result o f  any one fa ctor or two fa ctors , but the 

reetat o f  the in teraction  o f  many factors* All these faotors should be 

considered for increasing the acceptance and us« o f  budgets by managers.
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IKTHODTJCTIOII

1 ,1  Background.

A l>adg«t i s  not oaly  a plan that lay* do«n coat and ra7«mio soala 

for variouB dapartnante within an antarprlaa, but also a davica fo r  eon>

co-ordination, cooniunication, perfomanca avaluation, and motivation* 

Feedforward ragarding tha budgatad gools and faadback regarding tha axtant 

o f  QcbieTanant o f  those goals enable oanagers to aeasura e ffic ien cy , 

id en tify  probleaa and control costs* Co-ordination o f various functional 

a c t iv it ie s  nanely production, sa les, purchases and cash flons i s  brou^ t 

about throuf^ the process of budget preparation and application*

ComiBunication o f  budgeted goals downward in  the enterprise Inforas 

the meabera o f  the lover schelona o f  isanageitent about the expectation o f  

upper echelons* Conversely, throu^ the upward coraiDUnlcation o f  the budget 

rox>orts th« upper managennnt i s  Informed about the performance of the lower 

monsig îaent* Moreover, budget Information enables the upper management to 

evaluate the performance o f  lower managers and to provide rewards and 

punishments* In th is  way, the budget acts as an ia]X)rtant motivational 

tool fo r  members o f  an organisation.

A budget i s  a potential managerial to o l. It has become widely accep

ted ns the key element in  the planning and control system o f  private entiir- 

prises as well as public sector enterprises* There has been extensive 

writings on the gemeral princip les o f  budgetary control in  private business

1 , Y. I J lr i ,  J,C* Kinard and F.B, Putney, "An Integrated Evaluation 
System for Budget Forecasting and Operating Performance with a 
(JLaosifled Budgeting Bibliography” , Journal o f  Accounting Be search*
Vol.6 , Ho.1 , Spring 1968, pp* 11-28, p resen t^  extenisLve bibliography*

chapter -  I
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but th«r« has been re la tiv e ly  l i t t l e  etudy o f  budgeting in  public enterprises 

outside the United States o f Aiaerlca and the United Kixkgdon. The phenomenal 

growth o f  public sector enterprises over the last fe*  years underscores the 

urgency o f  understanding «he actual and potential ro le  o f  budgeting. This 

i s  a l l  the nore necessary in  the context o f  Bangladesh, as a substantial 

proportion o f  industries i s  in  the public sector here* The e ffsctiT s  Banago- 

raont o f  public sector enterprises c a lls  for  acceptance and use o f  budgets by 

managers o f  d ifferen t functional arena*

1*2 Stateaent o f  the problea:

Low productivity and high cost o f  production have h is to r ica lly  proved 

to be two o f  the major problems o f  industrial enterprises in Bangladesh*

The situation became worae in  the post liberation  yaars particu larly  in  the 

nationalised industries* Poor perfomance o f  the nationalised enterpxlses 

in  terms of reduced productivity, increased wastage and high cost of produc

tion  Tsorried econonlsts, management practitioners and adninlGtrators*^

Budget as an instrument o f  financial planning, as a too l o f management 

control and as a technique o f motivation for raising managerial effectivew  

nems has caught the attention o f  many management practition ers, academic 

scliolaxti and researchers* Though budgets have been recognised and introduced 

as a management tool in  the industrial enterprises o f  Bangladesh, i t s  ro ls  

in  husbanding the scarce resources i^Laced at the disposal o f  the industrial 

entorprises sewn not t« have been fu lly  understood and accepted*

2* The Itorld Bank« World Development Report, August, 1979* p# Oovern-
ment o f  the People's Republic o f Bangladesh, JRLannlng Conndssion, The 
Two Tear Plan (1978-80), p* 151 and p* 158»
Qazi Kholiquzzaman Ahmad, "The {Manufacturing Sector o f  Bangladesh —
An Overview**, The Bangladesh Development Studies* V61, 6 , No.
Autumn, 1978, p. *K)1, - -  -
H, Habibullah, "Industrial E fficiency attd P ro fita b ility  in  Bangladesh", 
Bureau o f Econoisic Besearch, University o f  Oacca, 197^, pp«1-2, 103*
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The GoTernacnt o f  Bangladesh nutloziallsed large and aedlum sleed

induBtrial enterprises in selected induotriol sectors In March, 1972.

The ob jectives o f  nationalisation were as fo llow s:

'*(1) To lay  the foundation o f eodalism  in  the industrial sector of 
the econoByy

(a) To aobieTe e f f io ie n t  and profession a l managenent,

( 3) To establish  new in stitu tion s and to develop a s o c ia lis t  oonsel* 
ousness among the management and «orkers«

To bring about necessary growth and expansion in  the industrial 
s e c to r .” ^

But i t  i s  f ^ t  that these objectlTeB  are not being fu l f i l le d  in  a 

satisfactory  Banner* Several eeonocdc, soc ia l and p o lit ica l factors  have 

boon id en tified  as contributing e lu e n ts  fo r  the unaatlsfactory perfor

mance o f  the nationalised industrial enterpzlses* Inadequate recognition 

o f  the Value o f  budget as a managoDent too l I s  often  mentioned as one o f

the Variables, This Is  the concluclou o f  p rofession a l eoonoad8ts» resea r-
if

chers and oattagement experts o f the country.

3. Government o f  the People's Republic o f  Bangladesh, Ministry o f  Indus- 
tx les . Industrial Investment Bolloy fo r  1972-73, 12th January, 1972.

Kehman Sobhan and Muzaffsr Alotad, Public ^ terp r isea  in  an Interme
diate reglmei A Study in  the B olitica l liioonoay o f  Bangladesh. The 
Bangladesh Institute o f Development Studies, Dacca, 19&0, pp. 313| 
332-333.

H. Habibullah, "Problems o f Nationalised Industries", The Business 
Review. Vol. 3i Ho, 2, April-Juno, 1977, p. 20,

M. Rahman, ”0n Budget Failure in  Corporations", The Business Review, 
Vol. 3* No. 2, April-June, 1977, pp. 53-5^.
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The Inadequate recognition o f  the valae cf budget i s  i t s  turn, 

seems to have resulted from inadequacy o f  budget training o f  the tnanagera 

and in su fficien cy  o f  their involvement in  the process o f  budgisting* 

Managers' orientation to budget and benefits accruing from i t  Is  a key 

factor in the success o f budgeting In any organisation. This, in  turn, 

seems to be influenced by their budget training and involvement in  the 

budget process. The budgetary procedure i t s e l f  seems to be at fau lt.

It seems to have fa ile d  to ensure adequate Involyement o f  managers in  

the process o f  budgeting. A discussion o f  the budgetary procedure fo llow 

ed by the enterprises and their controlling  corporation i s  given below:

Bufeetary Progedure^. In the budgeting process o f  the nationalised 

industries, managers at the enterprise level are not adeqiiately involved. 

The preparation o f  budgets at the enterprise leve l commences on the 

receipt o f budget guidelines from the corporation. Budget guidelines con

tain details regarding number o f  working days, number o f  sh ifts  to be 

operated, volume o f production, Wastage percentage, batch composition, 

consumption rate o f  d irect materials, production e ffic ie n cy , number o f 

workers per machine, fe stiv a l expenses, sales p rice  and overtime. Thus, 

vshatever budgetary planning i s  done i s  performed at the corporation le v e l. 

Ibterprise management does not take part in  the development o f  budget 

guidelines*

The preparation o f  budgets commences at the enterprise lev e l on 

the receipt o f  budget guidelines from the corporation. The accounts 

department plays an important role in the preparation o f  budgets. In 

order to fa c il i ta te  the preparation o f departmental budgets, i t  furnishes

5, Budgetary procedure followed by the corporation and the enterprises 
under study has been discussed in  detail in 3*3*
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Jfelevant information to other dspartmenti' oil the basis o f  guldelioea receiT» 

ed from th« corporation. Th« h«ada o f  the departments are not aoqueilnted 

with the technique o f budgeting, so they u ltioa te ly  turn to the accounta 

departiBMit fo r  the preparation o f their d^artBental budgets* As a resu lt, 

the budgets are prepared by the accounts departneat on the basis o f  budget 

guidelines, past records and inforioation gathered from the departmenta*

!Hie budgets are drawn up in  the foxn prescribed by the corporation and 

are ed-gned by the head o f  the enterprise and head o f  the accounts depart- 

Blent*

The enterprise board Is  required to oversee the preparation o f  

budgets, Butf in praoticet i t  cannot do so, aa i t  usually neets on a 

quarterly ba«ia* The budgets are sont d irectly  to the corporation to 

comply with the time schedule set by i t  fo r  submission o f budgets and the 

fa ct in  then reported to the board as and when i t  meets.

A ftef the preparation o f  the budgets at the enteirriee le v e l, these 

are fon «rded  to the cost and budget section  o f  the corporation fo r  ecru t i 

ny* These budgets are then discussed and fin a lised  at a meeting o f  the 

budget oonmittee coastituted by the corporation fo r  the purpose* The 

comniittee I s  usually composed o f  senior o f f i c ia ls  from corporation head 

o f f ic e  and zonal o f f ic e s  and i s  headed by one df the I21rectors o f  the 

corporation* linterprise heads and accounts hends represent the enterprise 

at such a meeting* After fin a lisa tlon  by the budget coiarolttee* the budgets 

are a^raved by the board o f  d irectors o f  the corporation as a routine 

a ffa ir*  The approved budgets are then sent to the enterprises fo r  im pl*- 

raentatlon. On the receipt of the c^proved budgets, th e ir  sa lien t features 

are comEJunlcated to the heads o f  the departments by the aoootints depart

ments o f  the enterprises*
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Th« proe«dura thua followed seems to hav« fa iled  to ensure adequate 

InTOl vent eat o f  the nanagers at the enterprise lerel*  When mana^era are 

adeqtiately inyolred, they are lik e ly  to eork with their superiors, subor- 

dinates« fellow  sanagers and accounts pereonnel In the formulation and 

preparation o f budgets* They are lik e ly  to point out factors and prohlems 

that should be considered. :>lsiilarly In the inpleaentation o f  budgets, 

they are lik e ly  to personally investigate the varLanoes in  th eir units 

and work close ly  with their subordinates and others in  taking correctiTe 

action* Moreover, they are lik e ly  to express their opinionB on budget 

matters, o f fe r  suggestions for  improving the budget systea and engage in 

infonnal budget discuw ion with anperiors and subordinates. In other 

vfords, they are lik e ly  to have an ego*involveaent.

As the Banagers are not adequately involved in  the process o f  bud

geting, they have not developed eomaitment to budgets and do not consider 

them as their own. They Sk not o f fe r  constructive suggestions either during 

froparation or during implementation o f  budgets* Aa a resu lt , the budgetary 

procedure followed does not promote real participation , but only what may 

be termed as *pseudo»participatlon*« This hinders the budget oriented 

behaviour o f  the managers*

Budgetary C ontrdt Budgetary oontrol involves setting o f  standards, 

comparison between the actual and the standard and taking o f  corrective 

action* The budget reports and analyses indicate  the need fo r  action amd 

the probable couraes o f  action* Action must be takna by the managers i f  

budget Variances are to be removed* Both feedforward and feedback control 

re<{nire Managerial action. The need fo r  action ca lls  fo r  goal •congruence! 

that i s  the budgeting system im fts to be so devised that the actions that
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m m gere tak« In th «ir  perc«lYed s e l f  in terest serre olao the beet la te r -  

eBte o f the «liole organ!eation*^ Tbls Involves the Issue o f  motivation 

o f  nonagere.

Managers are to be notlvated to accept and uae budgets* Thie, again 

InvolTes the consideration o f  the needs* goals and attitudes o f  the nana- 

gers who are eozicing within the frantework o f  budgets. I f  these are not 

attended to« undeslred responses are lik e ly  to resu lt. The budgeting 

systen practised by the oorporationa sem e  not to hare taken cognizance 

o f  these behavioural issues* The »ay the ntenagers accept and use budgets
fi

i s  as ioportant as the technical design o f  the systos. The budgeting 

process a ffe c ts  behaviour o f  the managers. Acceptance and use o f  budgets 

03ey be viewed as the tec dlmensionB o f  aanagers* behaviour. Acceptance 

and use pose serious probleas as these are interlinked with Biany factors
9

both internal and external to the aarganisatiott. Chxds Argyris stressed 

the problea o f  acceptance. V. Bruce Irvine^^ also pointed out the d i f f i 

cu lty  o f  convincing people to accept and iise budgets. Dunbar views the 

aoceptance o f  goal by the budgetse as the c r it ic a l  step between the setting

6.  IZobert N. Anthony, Planning and Control Systeasi A Fraaework fo r  
Analysis, Division o f Researdti« Graduate S<^ool o f  Business Adoitnls- 
tration . Harvard University, Boston, 196^, p. ^5*

7. M, Kahman, o p .c it .  (1977)* p* 56.
A.B.H. Khalild, Accounting Probleiss in  Nationalised Industzlea, 
University Orants Conaisslott, Daccat (unpublished), 1979« p«97*

8. D.T. Otley, "Budget Use and Managerial Perfoi*Bance” , Journal o f 
Accounting Research. Vol. 16, Ho. 1, 1978, Spring, pp. 122-149.

9. Chris Argyris, ’’Huaiatt Probleas with budgets*'. Harvard Business Review, 
Vol. XXXI, No. 1, January-Pebruory, 1955*

10. V. Bruce Irvine, ''Budgeting! Functicmal Analysis and Behavioural 
Implications" in  Alfred Rappaport (e d .) ,  Inforaatlon for  Decision 
Making I Quantitative and Behavioural Diaanslons, Sngleeood C liffs*
K.J«, Prentice-H all, In c ., 1975*
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o f  goal and it a  achiaveaent. Quotlnf; etridencas from Fasting«r^^ end 

Brabm and Gohan^^, ha adds that human beings ar« na^tlT o faadback or 

homeostatic maohlnea and aasuaea that I f  the budgatad managara can be 

percmaded to accapt the goal« their homeoetatic nature can be re lied  upon 

to aohieve i t  or to bring perforicanoe as cloaa to i t  as the environnent 

w ill ollow.^^ The problem o f budget acceptance and use la  complioated 

by production technology, enviroi^ient • social* econoalc and p o lit ica l 

and organiaational typology. Besideo,»hese, aoceptanoe and use are lik e ly  

to be affected  by organiaatlon structure, bu ^ et eharacterlatics, sty le  o f  

isaniigomentt budget ootivation , personality t ra its  o f  the lianagers, their 

peroonal characteristics lik e  age, experience) educational background, 

training in budget and the procedure foU oved in  budgeting*

UnleBs the mani^era aocept and use th# budgets in  an e ffe c t iv e  

manner in  diaoharging th e ir  managorliPl functions, the organisation is  

d<^rired o f  the beneficia l e ffe c ts  o f  budgeting. The ultimate ob je ctire  

o f budgeting i s  to bring about organisational and managerial- e ffe c t iv e 

ness. Those are stressed in  comparatlTe maaageaent loodols put forvftrd 

by Farmer and IMchjaas and Reghandl and Prasad* ^ Budgets vhen nccepted 

and used as a aanagerlal tool can oontzllmte to managerial and organisa

tional effeetiveness* They can bring about managerial effectiveness

11 , Lt-on F«stinger, A. Theory o f  Cognitive Dissonnance, BVanston*
Roe, Peteraon, 1957.

12, Jack W* Brehit and Arthur R, Cohen, }i.xplorations in  Cognitive 
DiBsonance, N,T., ^dley, 1962,

13, Soger L,W. Dunbar, Budgeting for  Control, Administrative ScieBee 
ijuarterly. Vol. 16, So, 1, March, 1971, p, 89*

14, B,!’ , ^amer and B.M. Richman, Coniparative management and economio 
progress, Richard D. Irwin, In c ,, 1965, P« 35»

15, A,R, Meghandi and S.B. Prasad, Conparative Kanagement, Wew Tork, 
Appleton, Century-Crofts, 1971g p* 23*
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by aiding aanagement In their functions o f  planning, con trollin g , co- 

ordinQting and motiTating. They con elLso oontrltmte to organisational 

sffectiveneSB by spttcifying and clar ify in g  the path to the achievement 

o f  the organisational goale*^^

I f  the budgets are not properly accepted and used, they are lik e ly  

to give r le «  to many dysfunctional consequenceB. One o f  the Important 

dy£ffunctiottal consequences i s  the introduction o f  ^ a ck  as pointed out by 

VdUioaain^^, Lowe and Sba«^^« and S ch lff and Le«ln^^. Welsch^ described 

the budget padding behaviour in organisation. Moreover^ the systematic

d istortion  o f Inforsatlon resulting from the use o f  budgets fo r  planning
21 22and performance eTaluatlon were reported by Dalton , He Nemy , Cyert

16. Henry L. Toal, Jr*, '♦The Human E ffects o f  Budgeting Systen on 
HanageBent", in  Fred Luthana (ed*)* Conteraporory Reacilngs in  Organl- 
satlonal Behavior, N .I ., HcGraw-HLll Book Coapany* 1977, p. l63*

17. Oliver E, Williamson, The Seonorales o f  Discretionary Behaviour: 
Managerial Objectives in  a ^ eo ry  o f  the firm , N .J., Prentice Hall, 
In c .,

18« E*A* Lowe and R.ff* Shaw, "An analysis o f Managerial Blaslngt Evidence 
froK a Company’ s Budgeting Procea©” , Journal o f  Management Studies. 
Vol. 5. No. 3t October, 1968, h?. 3 ^ 5 1 5 *

19. M, S ch lff and A.Y. lewln, "Where Traditional Budgeting F a lls", 
^Unanoial Executive, Vol. 56 No*5» 1968, 50-52. 55-56, 61- 62,
—  and , *^he Impact o f  People on Budgets**, The Accounting 
Havlew. Vol. April, 1970, pp. 259- 268.

20. 6 . A. Welsch, Budgeting: P rofit Planning and Control, 2nd ed ., N .J., 
Frentice-HoU In c ., 196^, p* 33*

21. M* Dalton, Hen TBlio Manage, New York, Wfiley, 1999*

22. J*P. Me Herny, Installing and tJalng an Automatic Data Processing 
fiysteiB, Boston, Division o f  Rsseai'ch, Graduate School o f  Business 
Administration, Harvard Unlverfidty, i9 6 l.
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23 2*5et q1 nnd H, Hahaan . Argyrls repofted about the consequenoee o f

budget seed as a preaaura deTie«« V. Bruce Irvlna alao l i s t s  the dys

functional aepeots o f  budget systezn. Because o f  such evidences o f  dys

functional consequences, the proper acceptance and use o f  budget becomes 

a l l  the EBore necessary i f  i t  i s  to be used as an e ffe ct iv e  managenent 

to o l .

1.3  ObjectiTes o f  the Btudyi

This study aims at exaffining the extent to which budgets are being 

accepted and used by the nanagers o f the nationalised industrial enter* 

prises especia lly  by the managers o f  the cooposite jute m ills under 

Bangladesh Jute M ills Corporation (BJMC) and exploring the relationship 

between acceptance and uae o f  budgets and some variableQ, namely, budget 

characteristics o f  a tta in a b ility , f l e x ib i l i t y ,  tim eliness and fo llo«*n p , 

participation , budget motivation, and kno«ledge regarding the purposes 

o f  preparing the budget and some personal ch aracteristics o f  the managers* 

In order to test the hypotheses lis te d  la te r  in  th is chapter, the ob jec

tives Include the study o f the fb llov in g i

( 1) the extent o f acceptance eoid use o f  budgets by managers, namely, 

the enterprise heads, and heads o f  production and sales departments.

In other words, identifying the extent to which concerned aanagers

23. Hlchard M, Cyert, J.Q, March and W.H. Starbuck, ” Two Experiments 
on Bias and Conflict in  Organizational Estimation". Management 
Science. 7, (1961), 25^264.

2^. K. Rahman, "An empirical investigation in to management use o f  accoun- 
tlBff information and the Influence o f  selected  job related tra its  
and organisational correla tes", Manchester Business School, Ph.D. 
Thesis (Unpublished), 1976, pp. 187- 189.

25. Chris Argyrls, The Impact o f Budgets on People, N.T., The Contjroller- 
shlp Foundation In c ., 1952.

26. V, Bruce Irvine, o p .c l t . ,  pp. 76- 83.
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accept budgets and ooBtnlt thensalvas to their auoct^saful implanantationt

( 2) the budg«t Bakiog procf>dure, budget approval and Itspleaentatlon 

procedures in  oord«r to Identify  to what extent the managers are involved,

( 3) the influence o f  budget charactexisties lik e  a tta in a b ility , f le x i 

b i l i t y ,  tineliness and follow-up upon the acceptance and use o f  budgets,

(^) the relationship between the extent o f  managers* participation  

in  the budget process and the acceptance and use o f  budgets by then,

(^) the extent o f  motivation in  the budget system and i t s  inflience 

on the acceptance and use o f  budgets, and

( 6) the relationship between managers' demographic variables lik e  age, 

experience, educational background and training in  budget and the accep

tance and use o f budgets.

1»^ Hypotheses o f  the Study.

Th* following hypotheses were tested in  th is study«

1 . Acceptance and use o f  budgets by enterprise managers tend to be low.

Managers' attitude towards budget ch aractezlsties o f  f l e x ib i l i t y ,  

a tta ln atd lity , timeliness and fo llow ^ p  tend to influence the acceptance 

and use o f  budgets*

(a) Managers who perceive the budgets as f le x ib le  are lik e ly  to accept 

and use budgats more than those who viev them as in flex ib le*

(b) Managers who feel that timelineas i s  observed in  the budget process 

are lik e ly  to be high acceptors and high users. Managers who fee l that 

timeliness ie  not observed in  the budget process are lik e ly  to be low 

acceptors and low users*

(c ) Managers *ho perceive the follow-up to be regular are lik e ly  to 

betlong to the group o f  high acceptona and high users. While the managers 

who perceive the follow-up to be irregu lar are lik e ly  to belong to the
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(^oup o f  low acceptors and low users*

<d) Hanagero who view thw buagot goalfl as attalnabl# ar« lik e ly  to 

accept and us« budgets mors than tliDoa who Tlsw them aa unattainable.

3* Managers' peroelTsd participation  in  the process o f  budgeting tends 

to influence their acceptance and uce o f budgets* In other words| nanagers 

with high participation  In the bidget process are lik e ly  to b« high accep

tors and users, conversely, maaagsrs vriLth low participation  in the budget 

process are lik e ly  to be low acceptors and low users.

k. Managers* knowledge regarding the pnrposss o f  preparing budgets 

tends to a ffe c t  the acc^tance and use o f  budgets. Acceptance and use o f  

budgets are lik e ly  to be high in the case o f  aanagars who haTs knowledge 

regarding the purposes of budgets. Managers who do not have knowledge 

regal^dliig the purposes o f  budgets tw d  to be low acceptors and low users 

o f  budgets.

3. Motivation In the budget systeio tends to Influence the acceptance 

and uBe o f  budgets. Managers who are highly laotiTated are lik e ly  to rank 

high in  respect o f  acceptance and use o f  budgets. Managers whose lev e l 

o f  iBotivstlon i s  low tend to be low acceptors and low users o f  budgets.

6.  Man«gere' personal ch araoteilsties lik e  age, experience, educational 

background and training in  budget tend to influence the acceptance and 

use o f  budgets.

1*5 Coverage and L laitatlons o f  toe Study.

(a) Coverage o f the study:

The study Is  concerned with the acceptance and use o f  budgets by 

managers o f  nationalised industries esp ecia lly  by the managers o f  nationa

lise d  Jute industry. I t  seeks to determine the extent o f  acceptance and
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\isa o f  budgets b j th« inanag«ra and to explore the relationship betveen 

aoccptattce and use patterns o f budgets with varlableB lik e  budget 

eharacterieticsf participation , budget motlTatlon, knowledge regarding 

the purposes o f  budgets and managers' personal oharaeteristies.

There are several sector oorporaticnE engaged in  the administration 

o f nationalised industrial enterprises* In order to make the study fu lly  

ropresentatire of the nationalised industriest sojse enterprises under 

each o f  the corporations should have been studied  ̂ Tiaet fund and orga- 

niQatiftnsl ooastraints and the need to obtain a uniforra get o f  responses 

from a group o f  enterprise amnagers vorking under a particu lar corpora

tion stood in  the eay o f  such a ooaprehenslve study. Prellalnary study 

o f  the budgeting procedures o f  the corporations revealed no maẑ ced 

d ifferen ce . Hence, th is study covered nineteen (19) coaposlte tsills 

under B.J.M.C. Three types o f aamtgers namely, the enterpriae heads, 

the production heads, and the sales heads.were interviewed and their 

acceptance and use o f  budgets were oonsldered. As a l l  the corporations 

are regulated by the saee statute and by p o licy  d irectives from the 

Qovernnent and follow  the aane budgetary procedure, i t  has been thought 

that study o f the acceptance and use o f  budgets by these managers w ill 

be relevant for others as w ell.

( b) Ljndtatlons o f  the studyi ^

The f i r s t  lim itation  o f  the study stems from the faot that a l l  the 

factors Influencing the acceptanoe and use o f  budgets have not been 

Included. Only a litnited number o f  variables o f  Imaedlate Interest has 

been included.
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secondly, tba study i s  concarned ohly td.th operating budgets; i t  

do6G not deal idth capital and long tern bu dgets.^

Tblrdljy the study does not consider the influence o f  organisational 

structure, personality tra its  and managerial sty le  on the acceptance 

and use o f budgets.

Fourthly, i t  covers only one corporation out o f  the seTeral ex ist

ing corporations*

F ifth ly , i t  coTers only managers from thre* functional areas due to 

time and resource constraints. Although these nanagers hold key positions 

in  the enterprise management, the Inclusion o f  managers from other func

tional areas would have made the study mors representative.

Lastly, i t  i s  based on the responses o f  the managers to d ifferent 

aGpsots o f  budget aoceptanoe and use and considers secondary information 

only td supplement the primary data.

We have thus described the research problem and i t s  background.

In the next chapter «e  intend to desoribe the design and method that «e 

have followed in  developing the concepts and in  operatidaalising the 

problem.

29* During the period under study* the enterprises incurred heavy 
losses as such they were not in  a position  to generate fund for 
capital expenditure. Expenditure under th is head was very meagre, 
so the capital expenditure budget was not in<d.uded for  the pttr]^se 
o f th is study.

ZS. Personality tra its  were excluded because o f  d i f f ic u lty  o f  adminis
tering sophisticated measurement instrument lik e  Q h ise lli 's  S e lf 
Description Inventory (SDI) to our sample managers.
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chapter -  II

D£SIGN AND HE7UQD

2*1 PeflB ltlon o f  ooaoepta.

In th is 8tudy« sanagArs* aoesptance and usa o f  budgets are eonel^ 

dered ee end result variables, ^ l e  the budget charaoteristies o f  f le x i -  

b il ity t  a tta in a b ility , tineliness and follow  up, participation , budget 

nrativatiott, knowledge regarding the purposes o f preparing budgets and 

some pereotqp. charaeteristics o f the managers are taken as explanatory 

Variables* Sone of the YariaU.es have been predicted on the basis o f  

research wojrk conducted by others^ while others have been id en tified  in  

the e3q>loration o f  the data in th is study* A lim ited number o f  variables 

has been included fo r  the purpose o f  th is research* Because, -'behavioral 

research loore often than not presents d i f f ic u lt  Beasttresent probleas due 

to Inherent non>quantifisULlity o f  the variables and the perplexity o f  

developing and validating aeasureaent instrunentll"*^

Here we have outlined the defin ition  o f  the sain concepts which are 

roaponsible fo r  providing the b a ^ s  o f  operationalising the variables and 

fo r  the deve^opaent o f instruaents o f  th e ir  oe«BureBents«

(a) Itonager* A oanager i s  the person who i s  in  charge o f  an enterprise 

or any department thereof* The categories o f  managers included for  the 

purpose o f  etudy w«re as follow si

(1) Enterprise Headt A person in  ohorge o f  an enterprise i s  labelled  

as an enterprise head. The enterprise heads are o f four rankst Executive 

Qlrectort General Manager, Deputy Qenoral Manager and Manager* The number

1, Trank C ollins, "The Interaction o f  Budget ISharacteristics and perso
nality  Variables with Budgetary Hoq[>onae Attitudes", The Accounting 
Review. Vol. L II l, No, 2, April 1978, p. 326*
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included in  the study from each rasli: v&o as fo llo v s i 

Sxeeutive Director ^

Qeneral Manager 5

Deputy General Manager 10

Manage? 3

ToteOL t 19

^ e  rank of an enterprise head la  usually related to the size o f  the 

enterprise. Enterprise heads with IdLgher ranks are usually entrusted 

vdth the managMient o f enterprises having oore than 900 looms* The enter

prises heads p la j a v ita l ro le  in  the monageRtent hierarohy. They are the 

lin k  between the enterprises on the one hand and the corporation and Koaal 

autl^ rltlee  on the other. They are responsible fo r  the overall manageMent 

o f the enterprise and are to act in  accordance with d irectives o f  the 

coz^ ra tion  and the Ministry.

( 2) Departsent Headt Managers in  charge of the various departnents 

o f  an enterprise aire tensed as departnental heads. This study Included 

three types o f  departnental heads namely* production heads, sa les head 

and accounts head*

Production Head» Production head i s  in  charge o f  the production 

department and performs a)A superviaiAry functions fo r  the smooth opera

tion  o f  the department* He produces fisiished goods according to the 

production planning provided by the Directorate o f  Production Planning 

and mslntains cloee contact with other departments. The production 

heads are also o f four ranks namely General Manager (Production), 

Production Manager, Assistant Manager and Senior Assistant. In the 

COGO of large enterpilsei the production head i s  either a General Manager

Dhaka University Institutional Repository



17

or a Production Manager* Th« produotlon departaenta o f  small anterpilaas 

are headed by Aaelataat Managers or Senior Assistants* The nunber o f  each 

rank included in  th is study was as follow st

Oeneral Manager (Production) 1

Pro duction Manager 9

Assistant Manager 2

Senior Assistant 7

Totali 19

Sal SB Heftdt A aanager in  ehaz^e o f sales departnent i s  labelled  as 

oalee head* A sales head aaintalas d o s e  contact with the Directorate o f 

Marketiag and other departments o f  the enterprise fo r  the proper discharge 

o f hie functions. He e ffe c ts  lo ca l s ^ e s  and executes export orders 

recelTed from the corporation head o ffice *  Sales heads are o f  four ranks 

namely I>eputy GAneral Manager (Marketing)« Senior Sales and Export O fficer , 

AsoiBtaSt Manager (S a les ft Export), Sales and Export O fficer. The number 

o f each rank included in  th is study «as as follow st

Deputy Qeneral Manager (Mrarkctlns) 1

Senior Sales & Export O fficer 5

Assistant Manager (Sales & Hbcport) 1

Sales & Export O fficer 12

!Potal: 19

Here again the rank o f sa les heads i s  nonsally related to the size o f  the 

enterprise*

Agcounts Hea4t The manager in  charge o f  accounts departmant is  

la b e lled  as an Accounts head. An accounts head maintains close  contact 

wLth the Directorate o f  Finance of the corporation and other departments 

o f  the enterprise. He i s  responsible fo r  the maintenance o f  accounts.
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preparation o f reports under the integrated acoountlng sjrsten and the 

newly introduced nanagement information syaten:. He assiets the auditors 

in  their audit work, Moreover, he advlaes the enterprise head on finan

c ia l natters. The aecounta heads are also o f  four ranks namely Chief 

Aooountant, Senior Deputy Chief Acoountant, Deputy Chief Aecoimtant and 

Senior Accounts O ffice r , The number o f  each rank included in  th is study 

m s as folloH si

Chief Accountant 1

Senior Deputy Chief 
Accountant 2

Deputy Chief Accountant 11

Senior Accounts O fficer 5

Itetali 19

The mnk o f  accounts head eOLso raA ea  with the edse o f  the enterprise,

A budget i s  a plan to act sis a guide fo r  managerial aotion* a Beans
2o f ooncunieation and a device fo r  eoni^rol* I t  may also be used as s 

dovice fo r  perfomanoe evaluation and laotivatlon,^ Budget may be c la a e i-  

f ie d  as operational and capital budgets* Operational budgets are concer- 

Q̂ d̂ vdth the day to day operations o f  the business sruoh aa productloui 

salesf naterialf labour and overhead budgets. Thus, there are budgets 

o f revenue, oost and expense r^ a tin g  to current operations and are 

embodied in  the revenue budget. Operational budgets are also temed as

2* Edvln H, Caplan, Hanag(;iient Aocounting and Behavioral Soienoe, 
Reading, Mass,, Addlson-Wesley Publishing Company, 1971, p«

3 , Izzetin Kenis, ’’ ^Sffects o f  Budgetary Goal Characteristics on Manager^ 
id . Attitudes and performance” , The Accounting Review. Vol, LIV,
No, October, 1979# p* 707*

Dhaka University Institutional Repository



19

operatlsg budgets* Capital or finanelal budgets are concerned with capital 

esspenfiiture and the sources froa which they are to be financed. An opera

ting budgiBt nay also be c la ss lfisd  as prograatme and respon sib ility  budgets. 

"!nie progranme budget ssts forth plans in  t e n s  o f  the major prograisnes 

the conqpany plans to undertake . .  • • • ^ e  respon sib ility  budget sets 

forth  plans In terns of the persons responsible fo r  carrying them o u t .”  ̂

Th\i8, the respon sib ility  budgets are drawn up in terns o f  respon sib ility
3

centres. For the purpose o f  this otudy, budget means the annual budget 

stateaent as prepared by the entsi'pxlses under the Bangladesh Jute M ills 

Corporation (B .J.M .C .). The preparation o f  annual budget statement has 

been made compulsory by the Bangladesh InAustrial Enterprises ( National Isa*- 

tion) Ordert 1972 and the B.J.M.C. Buies, 1977. The annual budget state

ment consists of revenue budget* csuih budget and capital expenditure budget. 

The study is  concerned with the r^vanue budgets o f  the enterpxlses* The 

revenue budgets show revenue, cost and expense relating to current opera- 

tioias.

(o) Acceptancet Acceptance i s  the conunitment to achieve the budget 

goals or targets* Robert N* Anthony described coimidtment as follow st 

” hy agreeing to the badget estimatesi the budgetee says to  his superior, 

in  e ffs c tt  "I can and w ill operate my department in  accordance with the 

plan described In the budget." By approving the budget estlB »tes, the 

cuperlor says to the budgetee, in  e ffe e t i ’♦If you operate jrour department 

in accordance with this plan, you wiXl do what we coasider to be a good

Robert N, Anthony, Management Accounting, Richard D, Irwin, 1970, 
pp. ^92-**93*

5. A respon sib ility  centre i s  an organisational unit headed by a respon
sib le  manager, Anthony id e n t if ie s  three types o f  respon sib ility  
centres namely expense centres, p ro fit  centres and investment centres, 
(R. Anthony, o p .c i t . ,  p. 427).
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Thusi the oommitBsnt involvea th« bn4g«te« and h is flaperior, 

Acceptane# i s  a psjrc ho log ica l phcnoBeaoa and la  lik e ly  to b« Influanocd by 

the InvolTMiaat o f  th# budg»t«« in  the budgat proceaai the extent o f  hia 

motivation to  woric fo r  the achieTAiBeiit o f  budget goals, the extent o f  h is 

educational background end experieneo, the budget eharaotexlatlea and the 

knowledge' regarding the propoaea o f  preparing the budget* The relationship  

betueen acoeptanoe and th«ae variablea haa been eiqplored* The inportanoe

o f acceptance haa b«en atreaaed by Argyrls^t Sfallaee^« Helcer^i and
10HahiiB « While atresalng the inportanoe o f  acceptance they panted out 

the ptoblens involved in  the accaptanoe o f  budget*

In thia otudy* acceptance refers to the oooBltaent aa reported by 

the oanagera regarding the Bchievenont o f  budget targets* Conttltnent, in  

tum t Is  re flected  In the acceptance o f  budgets by managers as thidr own 

and their uae o f  budgets in  discharging the Banagerlal functione*

(d^ Pset Dse means us<> o f  budget and budgetary in forsatlon  for  the 

purpose of discharging the u n agerla l funotikns o f  planning* con trol, oo- 

ordlnatlon« motivation and cosmunieation. In other words the use o f  budget

Cm XfalAf p* 5O2*
7* Chris Argyrla, *'Kunan Problena vdth Budgets'*, Harvard Buaineas 

Ssvisw, Vol. 31* »o . 1. 1955.
8,  nichael S. ttallftce, ''Behavioral Considerations in  Budgeting'* In WiXUftn 

J . Bruns and Don T. Oecoster (ado*). Accounting and Its  Behavioral 
In d ica tio n s , N .I ., McQraw-Hill Book Company, 1969. pp. 319-325.

9. n.C* Reiser, Budgetingt Prinolples fit Practices, N.T., The Ronald 
Preas Company, 1959, p. 130.

10* ;;.H*A. Rahim, Industrlsl Managers* Accpptance and Use o f  Budgetary 
Contr^ Techniques -  An Hmpirical Ajf'roach, Unfublii^ed Ph.D* Theais, 
University o f  Manchester, 1969.
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as a managerial tool i s  emphaaised. Use o f  budget by managers i s  o f  utmost 

importance. "The functions o f  budgeting are not fu l f i l le d ,  until managers, 

individually or co lle c t iv e ly , have studied the infvrmation provided by 

budgets as fu lly  as practicable in  every way that id.ll maxiffliBe e ffe ct iv e  

plEmiiing, control and co-ordination o f  a c t iv it ie s  within an enterprise. 

Moreover, i t  also may make possiWLe a greater delegation of authority and 

the consequent enlargement o f  the tota l management e ffo r t  aT ailable.” ^̂

Like acceptance, use may also be rd a te d  to the same set o f  variables* 

This vdll also be explored. An attempt n l l l  also be made to ascertain the 

extent o f  relationship between acceptaJice and use.

(e) Participationt Participation i s  a concept used to denote "a process

of ;]oint decision making by two or more parties in  which the decisions have
12future e ffe c ts  on those making them.** However, the term has been defined 

in  a Variety o f  ways while being applied to various p h e n o m e n a ,P a r t ic i

pation in  budgeting refers "to the extent to which managers participate in  

preparing the budget and influence the budget goals o f  their responsib ility  

cen ter ,"  This defin ition  i s  lik e ly  to work well fo r  the purpose o f  th is 

study*

11. H,J, Perrin, "Buigetwy Planning and Control in  the British Industry", 
Uiqpubllshed Ph.D. Thesis, University o f  London, 195®, pp. 15-1^ 
quoted by A.M.A. Rahim, o p .c it .

12* J.R.P. French, Jr*, J. Israel, and D.Ass, "An Experiment on Participa
tion  in  a Norwegian Factory", Hunan Relations, Vol. 13i P»3» 1960,

13. Qeorge Strauss, "Some Notes on Power Equalization", appearing in
The Social Sclenee o f OrganisatioD, ed. Harold J. Leavitt (Prentice- 
Hall In c ., 1963), p, 75.

1^. Izsetin Kenis, "S ffe ct  o f  Budgetary goal ch aracteristics  on Managerial 
Attitude and Performance", The Accounting Review, Vol. L IV, No.^, 
October 1979.
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Behavioural sc ien tis ts  lik e  HcOregor, Llkort, Ar^jris and Zx>ek« 

advocate participation  in  the task o f  goal aetting and decision aaking* 

£iQ)eriinents conducted by Coch and French^^ and Bass and Leavitt^^ hare 

revealed that group participation  in  decision making resu lt in  improvcttent 

of the subsequent performance o f  the participants.

Many authors have pointed out that participation  o f  managers in  the 

preparation of budget and in  setting budget goals encourage them to id en ti

fy  themselves with the goalsi accept them wholeheartedly and work toward

their achievement (Argyris, 1952^^1 Becker «r Green^®, 1962{ Wallaoe^^,

1966| Hanson^, 1966; Dunbar^^, 1971} Ibsi Jr.^^, 197^1 Caplan^^, 1971;

1% L« Coch and J.R .P. French, J r. ’’Overcoming l^esistance to Change” i 
Human Relatione, London, 1 9 ^ , pp. 512-53^.

16. B.M. Baaa and H.J. Leavitt, "3ooo fixpezlments in  planning and Opera- 
ting**. Management Science. Baltimore, 196?, pp. 37^3o$.

17* Chxds Argj^rls, The Impact o f Budgets on Peoplea, N.T., Controlership 
Foundation In c ., 1952.

18. :SelwynW. Becker and Oavld Qreen, J r .,  ''Budgeting and Employee Behavior’*,
In ^<lllla« J. Bruns, J r. and Don T. Deooster (e d s .) ,  o p .c lt ,  pp .327-^1.

19. Michael £. Wallace, Behavioral Consideration In Budgeting, in  miliaffl
J . Bruns and Don T. Deooster (e d s .) ,  o p .c lt ,  pp« 319*325.

20. Liarnest I . Hangon, "The Budgetary Control Function” , Hie Accounting 
fievl^w. Xtn, April 1966, pp. 239-2^t3.

21. Boger L.H. Dunbar, o p .c lt ,  pp. 88- 96•

22. Henry L. Ib s i, J r . ,  o p .c l t . ,  pp. 153*167.

23.  i^win H, Caplan, Management Aooountlng and B ^avloral Seience,
Reading, Mass., Addison «es l«y  Publishing Company, 1971% pP. 83- 88.
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V, Bruc« Irvlne^^, 1978)* H«B«aroh studies conducted by X*n Milanl^^,

D* Q«rald Searfoss and Rob«rt M. Monczka^^i Frank CoJ.llns^^; Iszetin  Kenls^^ 

Ilofeteds^^t S«l«rlnga and Honour^ aad A.M.A. Rahla^^ indicate that piurtl- 

cipation in  budget process reeulta in  better attltudesy a positive  motiva

tion  to achieve the budgett a higher need sa tis fa ction  o f  the participants 

and better use o f  budgetary information.

Cf courset there i s  another side o f  the coin* A study conduoted by 

Stedry and Kay^  ̂ has revealed that the introduction o f participative budget- 

ine in  a large e le c tr ic  equipnent ooc^any v^s co ld ly  received by nost of 

the f i r s t  leve l supervisors. The reason behind this was that forenen were

24. V, Bruce Irvine, ’'Budgeting! Functional Analysis and Behavioral In p li-  
cations in  Alfred Rappaport (ed«)» Infom ation fo r  Decision Maklngi 
^vantltlitive and Behavioral Bimenslonst N .J., Prentlse Hall Inc, ^975t 
pp, 6> 86.

25* Ken H ilani, "The Relationship o f  Participation in  Budget Setting to 
Ixidustrlal Supervisor FerfonRonce and Attitudes! A TL^d Study” ,
The Accounting Review. Vol. L ,, April I975i pp* 27^-284,

26. D. Oerald Searfose and Robert M. Monozka, "PercftLved Participation in  
the Budget Process and Motivation to Achieve the Budget” , Acadwny o f  
Hanageaent Journal. Vol. l 6, Mo, 4, December, 1973, PP« 54l-55^*

27. fVank Co).lia6, "The Interaction o f  Budget Characteristics and pereo- 
nality  Variables with Budgetary Response Attitude'*, The Accounting 
Review. Vol. L lII, No. 2, A pril, 1978.

23. Izzetin  Kenis, "S ffeets o f  Budgetary Goals Character!sties on Kanage- 
i la l  Attitudes and Performance", The Accounting Review, LIV, No, 
October, 1979«

29* G.H. Hofstede, The Game o f  Budget Control, London, Tavistock, 1968.
30, R,J. Swierlnga and R,H. Honour, "Some S ffeots o f  Participative Budget^ 

iag on Managerial Behavior", National Association o f  Accountants,1975*
31. A.M.A* Rahim, o p .c it .

52. A.C, Stedry and S. Kay, "The S ffects o f  Goal D ifficu lty  on Performan^ei 
A Field Hbcperiment", Behavioral Science. II  ( 1966) ,  pp. *f59-70.
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reluctaat to accept the rtak o f  o«nsur fo r  fa ilu re  to achieve targets that 

they ha4 set th«nselv«8* Hofstede also d te d  a study by Chamee and Stedry^^ 

Qhleh refuted the advantages o f pftrticlpatively set goals over the non  ̂

partlc lpa tive ly  set ones. Stedry^^ a fte r  presenting the results o f  some 

studLesi stated the follon ingt w« can not conclude that portiolpatlon

nLH work for  'a l l  o f the people a l l  o f  the time' even i f  one were to a lte r  

the oltuational vazlahles so as to be n»re ooitptttible «ith  participation,**

From the above, i t  may be said that the e ffectiveness o f participation  

in  budgeting is  m ix e d ,P a r t i c ip a t io n  i s  lik e ly  to be affected  by perso

nality  tra its  o f  the participants, g:iperlenoe o f  auocessful participation  

o f the participant, cultural influences on the participant and hie superior 

and the s itu a tio n .^

An e ffo r t  w ill be made to fin d  out the extent o f  participation  o f the 

managers and i t s  relationship to budget acc^tanoe, and use in  Bangladeshi 

ctilturol and organisational setting*

( f )  Budget <aiaracterl8t ic g i Budget ch aracteristics are the attributes
37relating to the budget process and i t s  product -  the budget* Simon e t .a l

35, A, Charnes and A.C. Stedry, Further i^xploratlon in the Theory o f
Mu).tipie Budgeted Qosle, Keaearch paper No, 12, Organisation Besearch 
Program, School o f  Industriii Manag^ent, H .I.T*, Cambridge (Mass),
1963, p. 6*

A.C, Stedry, Budgeting and BSsployee Behavion A reply, in  William 
J, Bruns, Jr» and Don T« Decoster (e d s» ), o p .c i t . ,  p, 3^8«

35,  V. Bruce Irvine, o p .c it ,  p. 85*

36, G.H, Hofatede, o p .o lt ,  pp. 7<^71.

37, H.A, Slfflon, H, Quetzkow, a, Koaaaetsky and a , Tyndall, Gentraltmatlon
Vs* Decentraliaation in  organ!sing the co n tro lle r 's  Department, N.Y., 
Controllership Foundation In c ., 195^, p. 25*

Dhaka University Institutional Repository



25

found that o«rtaln budgst charaot«riBtlca ar# inportant d0t«rniiuints o f  

txidget acc«ptanc«. Th«y reported that budg«t aec«ptaDC9 lnor«ased as budgeti 

»6re p«rceiT«d to be more accurate, more reasonably attainable and nor* 

oontrollable, Frank C o l l in s '^  study o f  budgetary control and the re la tion - 

ships among soae behavioral variables a ffectin g  individual responses to 

budgets suggeste that peroeiYed budget ch aracteristics , attitudes towards 

theae characteristics and personal f le x ib i l i t y  are inportant correlates 

vdtli budgetary responoe attitudes. Tlilo study considers th» following 

budget oharacteristicsI

( i )  F le x ib llity i

( i i )  A tta in abllity i 

( i l l )  Tinelineeat and 

( I t) Follow up,

^ s J t ib illty : S le x ib ility  denotes the degree o f  change, as sugf^ested

by the sanagers, that can be made in  budgets keeping In view the changing 

conditions o f business. In other words, i t  re fers to the amenability o f  

budgets to changes in business conditions* Man&gers operate in a dynamic 

environment as such ther«) must be f le x ib i l i t y  in  the ludget firocess to tako 

care o f  the changes in the environment. n .e x ib lllty  Increases the value 

o f  budget as a managerial to o l. There are d ifferen t methods to bring about 

f le x ib i l i t y  in  budgets.

(11) A tta laabllity i AttalnabLllty re fers  to the extent to which the 

budget targets are attainable as peroslved by the managers. Budgets contain

38. Frank C ollins, o p .c i t . ,  p.
39* Budget charaoterlstlos are viet>ed as fundamentals o f  budget process. 

G.A. Welsoh, Budgeting* P ro fit  Planning & Control, 2nd e d ., B .J ., 
Prentlce-Hall In c ., 196^, p# 26.
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targets o f production, sale, p ro fit  and p«rcentag« o f  wastage. But these 

tax^gets should be looked upon as attainable by the nanagers who work fo r  

their achiaveaient. Budgeting i s  viewed as ”a process o f  constructing a set 

o f  BUb-goals for  a glTen goal o f  p ro fit  attainment.**^® Dunbar, therefore, 

consLdsps budgeting as a *goal-aettine device and goal-achieving machine.**^'’ 

These goals should be attainable in  order to motivate managers to achieve 

them* I f  the goals are loose, they are lik e ly  to act as poor motivators.

I f  they become tighter, the motlTatlng e ffe c t  o f  budget becomes stronger.
Up

After a certain lim it o f budget tlghtneoa, motivation i s  poor again. So, 

the budget goals should be so set that they are reasonably attainable. 

Again the attainment o f  goal i s  dependent on i t s  acceptance by the mana- 

gera.

( i l l )  Timeliness: Timeliness i s  an important aspect o f  budgeting. Time-

lin e  os i s  to be observed in the preparation, and approval o f  budget, and 

in  the preparation o f  performance reports, in  control actions and in fo llow - 

up. Management control i s  a rhythmic process and follow s a defin ite  pattern 

and tine table. In budgetary con trol, dissemination o f  guidelines, prepara» 

tion o f original estimates, transmiasion o f  these estimates through the 

management hierarchy, review, finsd approval, circu lation  o f  approved budget

back through the organisation, reporting and the appraisal o f performance
UL

should follow  a defin ite  time table* The observance o f  a time schedxae 

in  a ll  these steps i s  essential fo r  e ffe c t iv e  budgeting*

kOm Y. IJ ir i ,  Management Qoals and Accounting fo r  Control, Amsterdam, 
Korth Holland Publishing Co., 1965» p* 5*
R.I.M. Dunbar, o p .c i t . ,  p* 88*

k2» G.E. Eofstede, o p .c i t . ,  p. 1̂ ^̂ *
^3. n.L.M. Dunbar, o p .c i t . ,  p. 89*
kk» Robert N. Anthony, Planning and Control System, A Framework fo r

Analysis, Boston* I>1 vision o f  Befiearch, Harvard Business School,
1965, p. 38,
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(iv )  Follow ttpi Follow up la  th*. :3CoeeBs o f ensuring that corr«ctlT « 

actions, on the basia o f  budg«t raports, «ra tak«n and iapleaantad. This 

i s  to be done at the dep<^rt«ental le v e l, enterprise level and also at the 

zonal and corporation level b j the reapectiTe authorities in  the hierarehy« 

Budget reports bring to lig h t the deviations from budget standards. Un

favourable deviations or varianoea Call fo r  managerial action. Follow up 

i s  necessary to ensure that saoh eorreotive actions are taken and properly
kR kg

impleBentvd. Bahim and Hofstede id en tified  follow  up as an iisportattt 

variable in  budget effeotironess*

(g) Personal oh aracteristics! Personal ch araoteristios that have been

considel^ed include age, experieneot educational q u a lifioa tioM  and budget

training o f  aanagera. These variablea are lik e ly  to a ffoo t  the acceptance

and use o f  budgets. Moreover, these are lik e ly  to influence the behaviour

o f  the managers. Hofstede eonsidered age, length o f  service in  the job

and educational background o f  managore as external inputs into the budget 
k7system*

(h) Budget Motivationt Performance i s  viewed as a function o f  a b il ity
iiD

and lafctivAtion. A b ility  i s  deeaed to be the outcome o f  knowledge and 

s k i l l .  Knowledgei in  turn, i s  influenced by the education, experience* 

training and Interest o f  the manager. Skill i s  a ffected  by aptitude and

^5. A.M.A. Rahim, o p .c it* , p. 3.

G.H. Bofstedsi o p .c i t . ,  p. 251. 

k7. Ib id ., p. 125.

kB, V.H. Vroom, Work and Hotivation, John WUey, 19^^, p . 205.
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personality o f  the manager* as w«H as by his eduoation« expezl»nc«, 

trtalnLng and Intaraat* HotlTation, on the other hand, i s  the function o f  

physieal faotors, 00d a l  factors and the needs o f  the aanager* Fhysloal 

factors include noise, ligh tin g , temperature, humidity ete» These belong 

to the category o f 'hygiene* factor as stated by Herzber|| and may net be 

relevant fo r  managerial motivation. Social factors  o f  the job  pertain to 

fonosl organisation and informal organisation* The former includes orga

nisation structure, leadership c lia a te , organisation e ffic ie n cy , peraonnel

p olicy  and oommuidcation. The In foroal organisation col^rises o f  informal 
1̂ 0

group* So far as the indlviduiJ. manager's needs are concerned, these 

Can be viewed in the ligh t of the hierarchy o f  basic needs developed by 

Maslow^ and *t«o>factor* theory o f  Ilersberg*^^ Other motivation theories 

lik e  McClelland*s need fo r  achieveaent c o n c e p t ,a n d  expectancy theory as 

put fbrvard by Porter and Lawler and ^oom^^ are also relevant. Tor the 

purpose o f the study, we have considered the motivation Theories in  Chap

ter  VIII* Budget i s  a tool fo r  motivation* **As a motivation to o l , the 

budget conveys information to the sabordiaate about the expectations o f  

supervisors regarding idiat constitutes successful task performance and the 

consequent reinforcement contingencies*"^  Gordon Shillinglaw^^ opposes

*f9. Robert A, S utei«eister, People and Productivity, H.Y., Mcaraw>Hill 
Book Company, 1963* PP* 8-35.
Abraham H. Haslow, Motivation and Personality, Harper ft Row, ^93^•

51* F* Hersberg, Rork tt the Nature o f  Han, London, Crosby Lockwood 
Staples, 197^*

52. D.C. McClelland, The Achieving Society, N.Y. The Free Press, 19^7*
53,  L .» . Porter and B.E* Lowler, ManRgerlM. Attitudes and Performance, 

Ilomewood, 111., Richard D. Irwin, In c ., 1968,
V,H* Vroom, o p .c it .

5k, J . Ronen and J*L. Livingmtone, "An Expectancy Theory Approach to the 
Motivational Impacts o f  Budgets", The Accounting Review, Vol* t ,  
October, l975t P* ^71. '
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the vLew that th« budget i% self oan aet as a motivating force  but Hofstede 

supports th is viev by stating that *̂a bttiget in  i t s e l f  oan be a standard 

fo r  achievement and in this way an ioportant contribution to his motiva*- 

t io iu "  Tbt budget, thus, can-act as a Eotirating force .

Budget motivation refers to the strength o f  basic needs sa tis fa ction  

as reported by a B»nager vorking under the budget system.

The study explores the relationsliip between the budget motivation 

o f mnagers and their acceptance and use o f  budgets. The next section 

deals vith the measurement o f major variables.

2*2 Keasnrement o f  major variaM.ea«

la th is section we recount the proeesses o f  operationalising the 

concepts. These concepts can be viewed as oonatm ots and are operationally  

deHaed as variables. However, ” the operational d e fin ition  o f a construct 

i s  not complete u n til there are exmot and complete s p e d fLcation o f  the set 

o f  instruments to be used, as well as instructions fo r  the operations to  be 

carrisd to determine the value w hi^ the variable w ill assume in  each 

C€ise."^^

Let us now consider the question o f  measurement.

3% Gordon ShiUinglaw, "D ivisionsl Performance Reviewi An Extension o f  
Budgetary Control" in  Bonini, Jaedicke and %gners (e d s .) .  Management 
Controls, New Directions in  Basic Besearch, N.T., HoGraw-Hill Book 
Company, 19^4, p . 15^.

56* 0«B. Hofstede, o p .c i t . ,  p.

A.D. De Qroot, Methodology, Foundation o f  Inference and Research 
in  the Behavioral Sciences, Houton -  The Hague, 19^9, p. 241.
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Heplles to Variables were measured by using the Llkert-type 5 point
58Scale, The use o f  this scale was preferred on the following considera

tions:

( ! )  It  was easier to construct and use for the particu lar type o f  

int«rTiewees«

( i i )  The range o f responses permitted to an item provided more in foraa- 

tlon  about the in d iv idu a l's  opinion on the iseue referred to by the given 

Iteoi.

( i i i )  It permitted easy, precise and less  costly  coding.

(iv ) I t  permitted the intez^ewee to express h is opinion on a range vary

ing from 1 - 5  degrees and was considered more re lia b le  than a patterned 

interview,

(v) The scale permitted the use o f  items not manifestly related to 

attitudes being tested,

(v l i  The sim plicity  o f  th is scale was also observed in  many prior studies*

But the Llkert scale has been c r it ic is e d  on the ground that the same 

score fo r  two individuals does not neceeearlly indicate that they carry 

the same attitude. Nonetheless, the scales are widely used. These were

used ^ proprla te ly  and cautiously in  this study.

Measurement of the Degree o f Acceptance o f  Budget. Acceptance o f  budget 

was sought to be measured by asking the respondents the following questions 

(Appendix -  1, Part F, Question No, 1 )i

58, R* Likert, A technique fo r  the measttrement o f attitudes, Arch, o f  
Psychol,, 1932, No, I'tO,

59, M, Eabibullah, Employee-Centered Supervision and Productivity in  
the Jute Industry, Bureau o f Buolness Research, Tlniverelty o f Dacca, 
Dacca, 1980, p, 53,
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(1) To what axtent do th* aanagors la  th« organiaatlon aooept budget 

ao their own 7

( l i )  To what oxteat do the Banagera in  the organisation accept budget 

as a too l o t  manageaent ?

( i i i )  To vhat extent do the managers in  the organisation ooamit theiBo 

selves to the aohleveoent o f  targets set in  the budgeli 7

Responses to these ciuestitas were measufe4 on a 5-point Likert Scale- 

^lanagers who scored oore than 9 in  aggregate on these questions sere consi

dered as high aooeptors while managers vbo scored 6 or less  in  aggregate 

were deemed to be low acceptors

Along with the abore questions managers were asked to conment on 

the extent o f  th e ir  involvement in  setting budget targetsf participation  

in  preparation o f  budget, reeognition fo r  aohievemeat o f  budget targets, 

accuracy o f  estimates, o la r ity  o f their authority and respon eib ility  and 

the con tx^ llab llity  o f  expendlturs (Appendix -  1 , Part F, Question Tk>« 2)« 

Resplies to the above questions were also recorded on a 5-point sca le . 

Comments on these factors were s o lic ite d  to check the rep lies o f  the auiswsrs 

to  the questions ( i ) ,  ( i i )  sad ( i i i )  above. These factors  were considered 

to have as Influence on the aooeptonoe o f  the budget by the managers*

Performance reports o f  the enterprisss were also considered to form 

an opinion about the aoceptance pattern.

Memsurement of the Degree of Use o f  BudRet.  Budget use was considered to 

have the follow ing dimensions: (Appendix -  1, Rart-O, <Joestion Ho, l ) j

60. C.H. Coombs, Theory and Methods o f  Social Keasurement, in  L. Festin- 
ger and D> Kats (ed s .) Research Methods in  the Behavioral Sciences,
New Delhi, Amerind Publishing Co. Pvt. L td., 1976, p. 530.
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(1 ) IIss o f  tedgats for planning tha a c t lv lt le a  o f  th« enterprise/ 

flcpartment,

( l i )  Uae o f  budgets for  controlling the operations o f  the enterprise/ 

department,

( i i i )  Use o f  budgets fo r  evaluating the performance o f  the enterprise/ 

department,

( iv )  Use o f  budgets fo r  self-eTaluation,

( t) Use o f  budgets for  evaluation o f subordinatest

(v i)  Us* o f  budgets for co-ordination o f  the a c t iv it ie s  o f the enter

prise/department ,

( v l i )  Use o f  Indgets for cost control and cost reduction,

( v i i i )  Use o f  budgets for  increasing the p r o f ita b ility  o f the e n tez^ ise ,

(ix ) Use o f  budgets for inotivating the employees to achieve the budget

targets,

(x) Use o f budgets fo r  fa c ilita t in g  oommunioation throughout the 

organisation,

(x l)  Use o f  budgets fo r  economy and effic ien cy*

These dimensions o f l^dget use were selected by considering the ava il

able literatu re  on budgeting, fie^ponses o f  managers to the above dimensions 

of budget use were recorded on a ^-point seals* Managers who scored more 

than 33 out o f a maximum attainable score o f  55 were labelled  as high users 

while those scoring 22 or le ss  were labelled  as low users. Along oith  the 

above queries relating  to the dimenedons o f  budget use, fsanagers were asked 

to express their degree of agreement or disagreement relating to the 

following factors which were deemed to hinder the use o f  budget as an
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effectiT * too l (App*n<iix -  1 , Fart-a, Queatlon No. 2):

(a) Lack o f f l« x lb lL it 7 ,

(b) «bsflna« o f  budg«t oduoation and training,

(o ) abs«nc« o f  r««trd  for  aohlevamant o f  budget,

(d) absanot o f  proper follow  up«

(e) abaenoa o f top nanageaant £»i)port,

( f )  abaanoa o f  proper f«ed-baok«

(g ) non-proviaion of interpretation serrices  by the accountant.

Literature on budgeting oonsiders the above factors as a hindrance 

to  effaetiTe budget use. The extent o f  agraement or diaagraanent o f  the 

reapondenta was recorded on a 5*Point sca le . Mamigera who use budget are 

lik e ly  to take budget dependant dacistlons* Aa such aanagera were also asked 

to state the typa o f  budget dependent decisions taken by thev. The above 

queries and the extent o f  Tarianoes aa revealed by perforaance reports 

•naULed us to aaaeas the extent o f  budget use by nanagera.

Mcagureaent o f the Sxtent o f  Participation. Participation o f  oanagers in  

the budget proeeaa was viewed as «  oontinuun r^Bging from non-participation 

to extenalTe participation*^^ The cjeaaureaent device uaed to asaeas parcel* 

ved participation and tke supervisor's e ffo r t  to achieva tha budget was 

orig in a lly  developed by F«rtakia^^ to measure budget-induced presaure.

There ware ainety-aeven iteaa in  the orig in a l queationnaire. Theae were 

reduced to (fo rty -fo u r) Iteaia by Svderlnga and Moncur^^ to aeasure

6l« Ken H ilani, o p . c i t . ,  pp. 276-277*
Likert, New Patterns o f Hanageoent, N.T., Mearaw-IQ.I1 Book Conpany, 
1 9 6 1 , p p .

62* J.P* Fertakis, **Budget-Induced preasure and Its  Rd.atlonahip to
Superviaory Behavior in  Selected organisations**, Doctoral Disserta
tion , Univeraity o f  Waahington, 1967*

63. 8.J ,  Swiertnga & H.H. Moncur, «Sone Kffecta o f  Participative Budgeting
on Managerial Motivation**, New York, Rational Aasociation o f  Accoun -̂ 
tanta, 1975.
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budgat behaviour. Thes* qucstiona *ere also uaod by Bruns and Waterhous**^^

Fereelved partioipatlon was meaflttred by adapting th« qusstionnairs 

developed by S«lerlnga and Nonour. I3l©ven questiona wsrs asksd to asssss 

ths axtent o f  participation  o f  Banagors in budget process (Appendix -  1,

Part I }̂« Replies o f  the managers were recorded on a 5-‘polnt aoale* Hanagsrs 

who scored «ore than 33 out o f  a maximum score o f 55 were considered to have 

a high participation  In the budget process while sanagers scoring 22 or 

lees were deemed to have low participation  In the budget prooeaa.

Measurement o f  Budget Oharaeteristlos. As to budget oharaeterlsties* mana

gers were requested to oonsider each o f  them separately and to record th eir 

opinion regarding then on a 5-polnt soale*

(a ) A tta la a b llity t Segardlng a tta in ab ility  managers were asked whether 

budget targets were attainable or unattainable ^Appendix -  1 , Part-C, 

Quootion Ko. 1(e) Answer to th is  q[uestlon expressed the eplnloa o f  the

managers regarding the a tta in a b ility  o f  the budget targets* They were also 

aaked to give reasons for  t h d r  answers ^ P art-C , Question No. 1 (f)

Cb) l l e x lb i l i t y i Managers were asked whether they considered the budget 

as f le x ib le  or in fle x ib le  ^Appendix * 1, Part-C, Question No. iCc)

Heplies to th is query revealed the opinion o f  the managers regarding th is 

oharaoteristles. Seasiws fo r  their answers were recorded separately 

^)art-C , i^estlon Ho. 1(d)

'^■•lia*asi ilegarding timellness« managers were aedced whether tlme- 

linees was followed in  the issue o f  budget guidelines and In preparation,

6km V.J. Bruns, Jr. and J.H. Waterhouse, '^Budgetary Control and Organl^a- 
tlcn  Structure**, Journal o f Acoountlng Hesearoh, Autumn, 1975,
pp. 177- 203.
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approvil and r«T i«« o f  buigat ^Appendix -  1, Part-C, QueetioB Ho. i<a> 

Reaeona fo r  th*lr ana««r8 ««r«  recorded ^“ Part-C, Question Hb. l(b)_7* 

BepUee to th is query rsroaled th« eietwit o f  tlaelinass obsarred In budge

ting*

(d) Ibllow up« As rvgards follow  up, oanagcra w«r« asknd vhsther th« 

budget i s  fo llo «*d  up at departnant level and a&terpzlae leve l by the 

higher authority, ^"Appendix -  1 , Part-C, (Question No. l(g )  Answers 

to these questions expressed the opinion o f  the managers regarding follow  

up* Reaaons fo r  their answers were also recorded separately /"Part-C , 

'juoetion Ho. 1(h)

HoaGureaent of Budget Motivation  ̂ Budget aotivatton re fers  to the strength 

o f  basic needs sa tisfaction  as reported by a aanager working under the 

budgrt eysteo. Motivation is  a psychological eonstxuet which i s  used to 

account fo r  the factors that oaiwe behaviour toward a goal. Since Motiva

tion  Is  a psychological construct and oan not be seaanired d ire ctly , resear- 

ohers found i t  necessary to nee other measurable variables as surrogates 

fo r  notivation. The surrogate used to neasure budget notivation in  th is  

study i s  the extent o f  basic needs sa tis fa ction . The bssic needs «ere 

enunoiated by A.H. Maslow.^^ One o f  the drawbacke o f  Mad.ow*s theory i s ,  

*'that i t s  to ta l daim s have never been proven expeilmentally, and are very 

d i f f ic u lt  to test in  any way. However, the theory accounts very well fo r  

Goue erapirioal p h a n o B e n a . T h e  theory was applied to the aotivatton 

©xperlmentB by Herzberg e t. al (1959) t *l^lch were subsequently repeated

65. A.H, Kaslov, Motivation and Personality, N.Y., Harper fc Bow, 195^,
66* 0«E. Hbfstede, o p .c i t . ,  p* 5%
67, F, Hersberg, B, Hsusner and B.B, Snydeman, Motivation to  ?iork,

John Wiley & Sons, 1959.
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by Sohwarta «t  al ( 1 9 6 3 ) Myera (196^)^^ and others* Moat o f  thaa* 

expeMtnenta ware oonearnad with w hite-collar or nanagarial eaployaaa. la  

the abaanoa o f  aatlafactory motivation maaauraa which oan be applied in  

this atudy, wa thought that hierarchy o f  baaie naada as developed by 

Maslov would be a starting point*

Hofatede stating that the bsualc needs o f  a budgeted mnager are not 

d ifferent from other people, highlighted oharaeteristiea in  a budget ayatam 

p o d t iv a ly  and negatlTely motivating budgeteas,^

Budget motivation o f  managers was sought to be meaanred by amking 

th«s 12 queations (Appendix -  1 , Fftrt«E). Theae quamtlons were aaked kaap** 

ins i c  view the basic needs that could be aatla fied  while working under fhe 

budget syatem* Repliea o f the managers to theae queatlona were thought to 

be re flectlT e  o f  the extant o f  their need satlsfaotlon* Managers who per- 

coivad greater need satls faotlon  were considered as highly motivated while 

those peroeivlng low need sa tls faotlon  were considered as poorly motivated*

Meaaurenent o f  Kaowledge regardlmg taie pttrposes o f  preparing buteets*

The purposes odt fo r  iriiioh the corporation and the enterprises prepare 

budgets were asoertalcned from a perusal o f  ralevant atatutea, rules* eorpo- 

ratlon d irectives , intervlewa with corporation o f f l c la la  and from pi:^ot

68* H*N. Sohwarts, S* Jenneaaitls and H. Stark, Motivational Ilactors 
anong supervisors in  the u t il ity  industryt Personnel Psychology,
1963, 16, pp. if5, 53.

69,  M,S, Myers, ’'Who are your motivated workers?" Harvard Bualnasa 
Keview. I96*f, 1, 73-«8*

70* GfE, Hofateda, o p .c i t . ,  pp. ^5*79*
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atud^ oonductvd at th« anterpris* leve l p rior to th« framing o f  tha quas- 

tlon m lra . Managare ware askad to record their extent o f agraeaant or d ls - 

aereensent with the purposes o f preparing budgets (Appendix -  1 , Part-B). 

Hosagera who scored nora than 57 out o f  a oaxlmam possihle score o f  95 

were considared to hare knowledge regarding the purpoaesi while managers 

who ecorad 38 or less  ware deeaed to have no knowledge regardli« the pur» 

poaes o f  preparing budgets.

2*3 Collection o f  Data* C ollection  o f  data relating to the enterprlaas 

was oede from central s ta tis t ie s  department o f  the corporation. F effor- 

manee reports were consulted fo r  co lle ction  o f  data regarding perforaance 

o f  the enterprlaas* Data relating to budget were co llected  froa cost and 

budget section o f  the accounts department o f  the corporation* Annual 

Reports o f  the corporation fo r  1975-1976* 1976-1977 and 1977-1978 were 

also in s u lte d  fo r  in for«atlon  relating to the corporation. For c o l le c 

tion  o f  data regarding acceptance and use o f  budgets questionnaires ware 

developed.

(a) t^estlonnaire phase. Two sets o f  questionnaires were dereloped.

One aet (Appendix -  1 ) was used fo r  interviewing the nanagera o f  the enter- 

prloes. The other set was Used fo r  interviewing the heads o f  the accounts 

departnents to gather information recording the budgetary practioes and 

procedures (Appendlx~2}> ?or fa c il ita t in s  the preparation o f  the question- 

nairOB, a p ilo t  study was conducted in  one o f  the jute m illa regarding the 

acc'eptonce and use of the budgets at the enterprise le v e l. On the basis 

o f  th« p ilo t  study and in  consultation with the research auparvlaora and 

experts in  the f ie ld ,  the two sets o f  questionnaires were developed.
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^us£f«ctlon« o f  fared by th« facu lty  ntoigbera o f  Institute o f  Busiuens 

Admlnietlration, OniT«ralty o f  Daoca and VniTernity o f  Chittaeong w«r© 

also incorporated. Before la terrisv ln s  the nanagera on the basis o f  

the queetionnalres so deyeloped, these «er« pre*tast«d« This resulted 

in  furth«r refinement o f  the questionnaires* The main qtteetionnaire fo r  

iuterTiewing enterprlsa managers me divided into eight ports nukely 

Part-A -  Personal Information, Part B -  Purpose* o f Preparing Annual 

Budget Statement, Part C -  Budget C baraoteristics. Part D -  Participation, 

Part S -  Budget Prooedures, Part P -  AociBptance o f  Budget, Part G -  Budget 

Use and Part H -  Budget Motivation*

tnie other questionnaire fo r  interriawlng the heads o f  accounts 

(3«partnent o f  the enterprises containt^d twenty-tvo questions oonoerning 

the budgetary procedure followed by the corporation and the snterprisss*

Xn deTeloping the questionm lres, questionnaires used in  relevant

prevloua research studies were also oonsulted. fo r  designing Part-A of
71the quectionoaire, Rahman's questionnaire was follow ed. In developing 

Part-S o f  the questionnaire« corporation statutest ru les and d irectives 

vere consulted. In developing Part-C o f  the questionnaire, Frank 

C o l l i n s a n d  lazetln  Kenis'^^ studies were consulted. In developing 

Part-^ of the questionnaire, questionnaire developed by Svleringa and 

l-k̂ ncur was follow ed. Part-i; o f  the questionnaire was framed on the

71. Mawdudur Hahman, «An empirical investigation  into management use 
o f  accounting information and the in fluence o f  selected job related 
tra its  and organisational correla tes", Vnpubliehed Ph«D« TheaiB, 
Hanohemter Business School, 1976.

72. Frank Collins* o p .c lt .
73* Iszetin  Kenls, op .c it*
74. Swieringa fc R.H. Honour, o p .c lt .
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lin o  o f  tb« qinestioanBir* on **Stanterd Costs, Varianca Analyais and Manage

ment" developed by Caplan^^ with nooessary changes to f i t  Into th is study. 

Part F and Part Q o f  the questionnaire were deTeloped in  consultation with 

the research enpcrrlsors and on the basis o f  the surrey o f  the literature* 

Part-H o f the questionnaire was dereloped by follow ing H ablbullah 's^ study 

on cotlTation,

Thus, the question o f  Talld lty  was carefiQ ly considered at the tine 

o f questionnaire construction. Oon^derations included (a ) consultation 

o f  past research, (b ) expert opinion, ( c )  pretesting and (d) f in a lly  aatoh- 

lUQ id.th the envlronaent o f  the enterpxlses.

Cb) Interview Phase. Before the commencement o f  the Interview, the 

reaeeureh ^ pen rlsors wrote to the Clialnsan o f  Ban^adesh Jute M ills Corpora

tion to accord necessary permlssioD to conduct the study (Appendix-3).

The Chairman granted permission and oirou lar le tte rs  were issued to the 

nineteen composite m ills under the corporation requesting them to extend 

a l l  possible CO-ope ration . (Appendix*^)*

Personal InterTlews were preferred to mailed questionnaire to enable 

the research torker to establish persmBal contact with the managers and 

to eiiBUre 1009f response from the respoi^ents. These proTed to be o f  great 

value* The personal interviews also ensured rep lies  from managers them

selves and afforded an opportunity to the researcher to explain the ques

tionnaire wherever i t  Was necessary and to obtain the correct rep lies . 

Moreover, the Interviewer formed an Impression about the acceptance and 

use patterns through informal diseusslon vith the Interviewees.

75* E,H. Ca^an, o p .o l t . ,  pp. 71-51.
H. Eablbullah, Motivation Mix, Bureau o f Scoaomic Research, 
University o f  Dacca, 197^.
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Ztk Selection o f  Saaplas.

Ca) Selection o f Corporation. In 1972, the Qovernment o f  the People's

Republic o f  Bangladesh established a number o f Corporations fo r  the purpose 

o f co-ordination and supervision o f the nationalised industrial enterprises* 

In it ia lly  i t  saa decided to cover a number o f enterprises under each o f  

the corporations. Accordingly, we consulted the relevant statutes, rules, 

budget guidelines and other documents of the corporations. We held d is

cussions with the accounts personnel and other responsible o f f i c ia ls  at 

the corporation leve l and at the enterprise level to acquaint ourselves 

vdLth the budget practices and procedures followed by them. In view o f  the 

time, resource and organisational constraints, i t  was decided to se lect 

Ban^adesh Jute M ills Corporation (B.J.H .C.) for the purpose o f  our study.

The Corporation occupies a unique position  as i t  controls the Jute 

industry o f  Bangladesh, which plays a v ita l role  in  the economy o f  the 

country. It  i s  essentia lly  an export-oriented industry and operates in  a 

competitive market. It  i s  an important foreign exchange earner and provid

es employment to 2,00,000 workers* E fforts to introduce sound accounting 

and budgeting were made from the early stage o f  the industry.

(b) Selection o f  enterprlsee . Under B.J.M.C. there are three types o f 

m ills , namely, composite m ills, narrow loom m ills and broad loom m ills. 

Con^osite m ills are those which have both narrow and broad looms* These 

m ills mainly produce hessian, sacking and carpet backing cloth . Narrow 

loom itiills are those which mainly produce hessian and sacking, while Broad 

loom m ills specia lise  In the production of carpet backing cloth .
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Again, resource and tiae oonstreilnts eoapelXad us to lim it our study 

to the composita bI I I b nuBbtxlng 19 In a l l .  Thesa mllla ««i»a aal«otad on 

a jxirpoelTe basla. Tha raasons behind th o ir  aaleotion ware aa followat

1 ) Variety o f  produot8| 

i i )  aiae o f  tha unitaf 

i l l )  exposure to ooRpatitiTa foreign  market, 

iv ) complex oaoagenent proiaans du© to (1 ) & (1 1 ) & (1 1 1 ) above.

Theae B ills  are located at d ifferent plaoea o f  the country and are 

under the admlniatrailTa control o f  AdaBje# Zone, Dacca Zone I« Dacca 

Zone I I ,  Chittagong Zon« and Khulna Sk>ne« The loooage poaitlon o f  the 

Bailee cd lla  were aa undart

Table Ito* 2*1
77Looaage position o f the sanple n l l ls .

JttXlaHa

-r
1 HucBber o f  inatallad looms aa on 30. 6,79

no* t Haaslan ; Sackliig ' Carpet Backing d o tha i Itotal

1 882 225 3 ,2 ^
2 200 50 ^3 293
3 22 f̂ 126 65 M5

265 60 25 350

5 15^ 86 65 315
6 217 100 65 382

7 268 190 58 516

8 J*8d 215 12*» 827
9 k9k 250 207 957

10 197 123 69 389

77, Bangladeah Jute Milla Corporation* l>accR, <2uarterly Suwary o f  
Jute Gooda S tatiatica , Vol. 23« U h Quarterly, 1978-1979.

TaU.e e o n td « .. .
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Table No. 2*1 (oontd .)

M ils
fin

1 Number o f Installed  looms as on 30.6.79
t Hessian J Sacking t Carpet Backing Cloth y  *otal

11 783 260 120 1,163
12 150 100 65 315

13 698 335 85 1,118

14 168 88 32 218

15 300 100 50 1»50

16 150 25 52 207

17 670 32^ 79 1,073
18 602 273 80 955

19 253 2^7 25 525

Totfd : 8,322 3. 6M> 1#51^ 13,W 0

From th« above i t  can b« 8««n that the m ills haT« a varying ntuRber o f  

l o o a s ,  Saopla No. 1 ha.s bh« high set numbsr o f  loose ( 3 , 2^ )  vbiXe eaaple 

No. 16 faae the lowest nuaber (207)* Theee m illa have 5256 o f  tota l in eta - 

lie d  looMage o f  the ndlle under B.J.M.C. These eBterpriees followed the 

Gaoe laaaagaBent and budgetary praotloes*

Orf^agisatlonal aet-up o f  the m terprieegl The a o tiv itiea  o f  the o l l la  

are grouped into folloeinR  departmental

( i )  Production Departaemt. This department i s  responsible fo r  super

vising produotioa o f  the o d ll .  The stores 6 aaintenanoe eeotioa i s  also 

under the adainistrative juris<tiLotlon o f  th is department. The department 

i s  to produce according to the production plan given by production planning 

directorate o f  the corporeition and to abide by other d irectives coming from
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the corporation. *ni« quality oontrol eaction la  alao undar th is dapartaeat,

( l i )  Jute Purohaa* PeB^rtaant. This department le  respoxiaible fo r  

purchase o f  Jute from d ifferent placsa d irectly  through Ita  purohaae agen

c ies  ^ f lh  are located at the laportaBt Jute producing areas. This depart- 

neat goes by the po licy  d irectives o f  the Directorate o f  ju te and abides 

by other policy  decisions coming from the Ministry and the corporation 

rogarding purchaae (quantity and quality) and p r ice . This department ia  

to Maintain lia ison  with production anA other departments fo r  i t s  proper 

functioning.

( i i l )  Sales Report Department* This department i s  responsible fo r  

loca l e^les and foreign  sa les. I t  processes the export orders allocated 

to i t  by the Directorate o f Marketing. This department i s  to maintain close  

contact with production department and outside parties namdy the rail*  

inland water and port authorities9 forwarding agencies, port and custom 

authorities and banka.

( iv )  Aecottnto Department. This department i s  responsible fo r  prepar

ing accounts under the Integrated Accounting System. I t  i s  slso responsi

ble fo r  preparation o f periodic financial stat«Bents* This department has 

wages section , report section and cost and budget section . The wages 

section i s  responsible fo r  payment o f wages to workers. Report section  

prepares reports required under Integrated Accounting System and newly 

intro& ced Management Information System (MIS) and other s ta t is t ic s  fo r  

in tom sl and external uses. The cost and budget section  i s  responsible 

fo r  the maintenance o f  cost records and preparation o f  budget and budget
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reporte. In oonnoetion with th« preparation and lfflpl*B*ntatton o f  

budgetst thla departnent !•  to maintain eloae contact with th« other 

d^artmente and cost and l>u%et section  o f  the IJlreotorate o f  Finance 

o f  the Corporation.

(v ) AjjBiaijttration D«partaient.  This departsent la  reaponalble for  

general administration o f the a iX l. It deals with Batters relating to 

personnel, aeeurlty, soolal serrloe and trade union. This department 

looks a fter the overall administration o f the m ill.

Selection o f  waaagera. Heads o f  the departaents o f  production and sales 

and the enterprise heads o f the nineteen eonposite m ille were selected on 

a purpoelTe basis* In addition ti> theSf the heads o f  the accounts depart

ments were aLso interrlewed fo r  gathering information regarding budgetary 

praotioea and prooedures. Xn a l l  76 managers, namely, nineteen enterprise 

headst zdneteen production heads, nineteen sa les heads and nineteen accounts 

heads were interviewed fo r  the purpose o f  th is  study.

2,5 StatlaticiJ. Technigneg> The s ta t is t ica l analyses cf the data obtain

ed were based on non-parametric s ta tis t lca . Kon-paranetrlc e ta tis tiea l 

tests were applied as they do not require measurements so strong as para

metric teitm.^^ Non-parametrlo tests  have their mexlts and demerits* But 

the merits seem to outweigh the dem eidts.^ As a resu lt, non-parametrlo

s ta t is t ica l tests are increasingly used in research in  the behavioural
. 80 edon cee.

78. Sidney J^egel, Nonparametric S ta tis tics  fo r  the Behavioral Sciences, 
Slokyo, KcOrav-HlU Kogallusha I»td,, 195^, p. 31*

79* Ib id ., pp. 32*33*
80. Ib id ., p. 31.
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Clii-sqiur« t«at vaa widely used to t « s t  th« «xt«at o f  association

between tha ▼azlablas.

tthaBaver data did not permit the usa o f  chi-sqviare te s t , the Ftshar

exact probataklity teat was uaed* This i s  a very usefal nonparametrie

techniq;u« fo r  analysiBg diaoreta data when the two indapendeat sanplas
8 *iarc oisbBJ. in  sise.

With th is  b r ie f note on reoaarch design and aethod, in  the next 

chapter we describe the sdtuatioaal context o f  the research.

81, Xbid*( p» 96*
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CHAPTER -  I II

TB£ SITUATIONAL OONTIXT

3*1 Jute Industry. This rea«aroh was oonduetsd in nin«tsen eooiposlts 

jute o d lls  uad«r th« Baasladssh Jute H ills Corporation (B .J .H .C .). In 

order to provide an oTerrie* o f  the situational context o f  the research , 

we have attempted to describe b r ie fly  the deTelopnent o f  the industry , the 

formation o f  B.J.M.C., mnageaent, accounting, budgeting and aanagenent 

infornation s jstea a  of the corporation and the m terprises under i t s  ju r is 

d iction .

The ju te industry i s  the premier industry o f  Bangladesh. It  p^ays 

a very dominant ro le  in  the economy o f  the country. In 19^7, Bangladesh, 

(then East Pakistan) inherited 27 'pucca* presses and 75 *kaehcha* presses.^ 

Although Bangladesh produced 80^ o f  the to ta l world jute crop, with a 

virtual monopoly o f  the fin er  varieties o f the f ib re , nbt a single jute 

m ill fc U  to her diare as against 108 in  the Indian Union. As a result 

she had to export her entire production o f  ju te in  ra« form t i l l  1950.

The situation sorsened when India refused to import ju te  from then Fakls- 

tan following devaluation o f  her currency in  19^  and the refusal o f  then 

Paki0tan to follow  su it. The then Qovornment fd .t  the need fo r  setting up 

ju te m ills in  the country. With the active support o f  the central and 

provincial governments, prirate tfitreprenours lik e  Adamjee and Bawanis 

came forward to establish ju te m ills in  the oountry. This resulted in  the 

setting up o f  Adamjee Jute M ills at Siddhirgonj and Bawa Jute M ills at 

Maatmgonj in  Narayanganj in  1931* Since the establishment o f  the Pakistan

1. Nafis Ahmed, An Economio Geography o f  East Pakistan, 2nd ed ition ,
Oxford University Press, London, 1968, p* 235*
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Industrial D*T«lopm«nt Corporation (PIDC) In 1952, thla oorporation playad 

a pionaerlng ro l«  In developing juta m ills  in  the erstahila Eaat Pakiatan« 

By 1960,  tha PIDC aat up 12 juta B ills  bringing the number o f  mllla to 1  ̂

and that o f  looms to 8,000. With the bifurcation  o f  PIDC in to  East Pakis

tan Induatrial DaTolopment Corporation (EPIDC) and West Paktstan Indus

tr ia l Davelopment Corporation (WPIDC) in  July, 19^2, tha BPIDC took tha 

In itiatiT a  to aoaelarate the growth o f the Jute industry in  collaboration 

vith  private entrepreneura* As a result the number o f  looms shot up to 

1S,000 in  1965 and to 22,000 in  1970. The rapid expansion o f  the indua- 

try  ma due to a preferential rate o f  exchange made aTailable through an 

e x ^ r t  bonus and cheap supply o f  labour and Jute. Insplta o f  rapid 

growth, research atudies hare revealed a daclinlng trend in  the e f f i c i -  

enoy o f  the industry during the 1960'«.^ This may be attributed to an 

attitude taken by in dustria lia ts towards productivity because o f  easy 

and quick p ro fits  earned by them through export bonus schema. **Inde«d, 

even highly in e ffic ie n t  producers were able to make good 'p r o f i t s ' at 

eoopotitive prices.**^ After analysing the cost o f  sales and returns from 

Q^^rt salaa o f  Jute manufacturem, Ahmad termed the p ro f ita b ility  o f  the 

industry as a 'myth*.

3,2 Banjgadeah Jute H ills  Corporation (BJMC) .  Xttmt lib era tion , the 

whole pattern o f  industrial ownership and p o licy  underwent radical change.

2a Qazi Kholiquasaman Ahmad, The Jute Manufacturing Industry o f  Bangla
desh (19*^7-197^)* Unpublished Ph.D. Thesis, london University, 1976 
and Qasl KholiqUBsaman Ahmad and Anowaruazaman Chowdhury, '*Produoti- 
v ity  Trends in  the Manufacturing Sector o f  Bangladeshi A case study 
of Selected Industries’', The BawJ-adash Economic aeview. Vol. 1,
No. 2, A pril, 1973.

3* Qaai KholiqUBstftan Ahmad, "Dias the Jute Industry P rofitable in  Pre- 
liberation  Days?" The Business Reviaw. Vol»3» No.2, April-June,
1977, p. 32,
Ibid , p. 32.
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The (kiTenuB«at took ov«i* « I1 units abandoned by Pakistanis and othsr 

absontss ownsrs and nationalised ju te , cotton tex tile s  end sugar milla 

on 26th Haroh, 1972 through the Baqg3.ad«8h Industrial Enterprises (K atio- 

ncaieation) Order, 1972* The Oovemment set up a nuaber o f  sector corpo

rations including Ban^adesh Jute Industries Corporation ( subse«iuently 

nacted Bangladesh Jute H ills  Corporation) and placed under i t  ?B industrial 

enterpxises Bentioned in  the S lrst Schedule o f  the aboTe aentioned Order. 

Tbese enterprises had 23,856 in sta lled  looas in 1971*1972. On 30th June,

1979, B.J.K.C. had 69 ju te s i l l s ,  2 carpet a i l l s  and 3 other connected 

enterpxdses under i t s  aanageaent* In the meantime, seven units were d is -  

invested* The corporation thus holds a key position  in  the industrial 

sector o f the country as i t  oontrols the leading Industry o f  Bangladesh, 

The industry provides employment to about 2, 00,000 persons which constitu 

tes about o f the tota l industrliJ. labour force  o f  the country. I t  i s  

the most important foreign exchange earner.

The main products o f  the Jute m ills  o f  Bangladesh are hessian, sack

ing and carpet backing cloth . The m ills also produce tvlne, tarpaulin, 

canvass, pack sheet carpet. Jute matting and yarn (ordinary and sp e c ia l)• 

The foU oving table shoes the production performance o f  the industryt^

Thble 5*1

Table shoeing the pvoduction performance o f  the industry.

Year Pfoductlon ( in  long ton)

1971-72 3,l5t328
1972<-73
1973-7^ 5,00,199
197W75 '♦,Mi,306

5. Quarterly Summary o f Jute Qoods S ta t is t ic s , B.J.M.C., Dacca.
Vol* 23, *<‘th Quarter, 1978-79* p*1*
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3,1  (con td .)

Y«ar Production (In  long TJon)

197J-76 k,77, 92l

1976-77 ‘»,90,057

1977-78 5 ,W .3 3 3

1978-79 5t01.068

(Sourcet Quarterly SuniBary o f  Jute Qooda S tatistioa ,
Vol. Wo. 23t l97*-79t ^th Qnarter, p .l)

During th« post ind*p«ndenc« p«slod, production o f  ju t* goods su ff«r«d  a

setback du« to industrial unr«stf aaricetiag proVIams, inad«quat« saintenancs

o f  maohinary and povar supply. Over ths past fa« yaars, tha production o f

;iute goods has kagiatarsd a gradual ineraasa. Par leoa output o f  d ifferen t

jute goods during the decade resained below the 19^9-70 lev e l.^  In 1969-70,

produotiTity per looa/P*r hour «as 7*91 lb s . fo r  hessian, 21.61 lb s . fo r

sacking and k̂mkB lb s . fo r  carpet backing c lo th . As against this* produc-

tivLty per loonv^per hour sas 6.26 Iba. fo r  hessian, 17*75 lb s . fo r  sacking

and 13*^3 lb s . fo r  carpet backing cloth  in  1978-79. So, the Second H ts

Tecur Plan o f  Ban^adesh puts eaphaais on raising e ffic ien ey  and aias at

achieving the following targets by the end o f  Second Plant

Hessian 1 8 ,3  Ibs./Loom-hour i . e .  66)6 e ffic ia n cy .

Sackingt 22.00 lbs./Loo»-honr i , a .  7%  e ffic ien ey .

Carpet Backing „
d o th  t 13*^3 lb s .A ^ B '*^ < ^  76$i£ e ffic ie n cy .

6.  Hie Second liv e  j(ear Plan (1980-1985) t Planning Coonission,
QoTemment o f  Bangladesh, p. XXII*31.

7. Ib id . -  XIII -  36,
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With the aboTe tffio len oy  goal tha production target to be achlaTed by

th© jute Induatry haa been a it  at 7«36 lakh tons by 198^1985 IncludlBg
o

tho 0*29 lakh tone target aet fo r  the private aector. 1b aolileTe the

above targets during the Plan period ( 198O-1985) eBpha<da haa been placed

on e ffic ien cy  o f  production, baliAclog o f  aachinery, labour produotlTlty,

industrial d iacip line , pro& ctioB  o f spare porta, uninterrupted ^ ]^ ly  o f

power, prorLeion o f  adequate finance, Judioioua ju te procureaent p o licy ,

market development and reaeareh fo r  flndl&g a ltem a tire  uaaa o f  Jute gooda
oand fo r  eTolTlag new product,^

The induatry ia  export*«rianted. The follow ing table showa the 

escort o f  Jute wnufaoture aa a peroetttaga o f to ta l exporta from BaU|$ladeah 

from 1973-197^» to 1978-1979*

TkUe 3*2

liable ohoniiig the FOB value o f  €Xporta o f  ju te  naaufaoturea 
and i t a  percentage o f  to ta l export*.

Year
1 -  -----
t fizporta o f  Jute Kanufaetorea 
; (In  a il l lo n  Taka)

1
1 Percentage o f Tbtal 
,• E ^ r t a  (FOB)

1973-197^ 1, 5^8.65 51.8i»
197'*-1975 1, 829.33 58.33
1975-1976 2,7^3.32
1976-1977 2, 718,52 f̂O.76
1977-1978 3. 592*87 50.05

1978-1979

Sotiroet Monthly S tatiatioa l B ulletin , Sept* 1980, pp. 268- 269*
8. Ib id . -  XIII -  36.
9. Ib id . -  XIII -  32,

Dhaka University Institutional Repository



51

Hxj)Ort o f  jttt« goo da la  •xpscted to inor«aa« to 6,10 lakh tons In 198i»-85. 

Synthetic A ibstitutes lik e  polypropoleBo (PP) products, high ooat o f 

production and ooapstition fvom other Jut« aanuf«cturing countries have 

posed a svrlous threat to the export o f  th« ju te products* Iblypropeleae 

products are being nanufaotured by the in du stria lly  advoaoed countries 

vhich, ineidentally , ««r« the prlnoipal buy«rs o f  Jute products* UbIms 

suitable strategies are da^vised for daaand continuation and deaand creation* 

thia export oriented industry i s  l ik e ly  to faoe serious d i f f ic u lt ie s  in  

the future* It has been noted ea rlier  that eTen in  the I960*s the jute 

industry was net e ffic ie n t  yet i t  m s able to sake good p rofits*  After 

liberation  the situation has vorae&ed dne to s t i f f  conpetition in  the in te r 

national market, in flationary  condition resulting in  bigh cost o f  pro4ue- 

tion* lack o f  p o licy  fraaevork froB the Qovernfflent and financia l constraints* 

The Industry has sustained losses isince 1971-1972* The annual operating 

loss  o f  the industry from 1971-1972 to 1978-1979 i s  furnished belowi^®

1971-1972 Tk. 16 orore.
1972-1973 Tk. 59 crore

. 1973-197<* Tk* 35 crore
197^1975 Tk. 2^ cirore
1975-1976 Tk. 30 crore
1976-1977 Tk. 53 crore
1977-1978 Tk* 95 crore
1978-1979 Tk. 61 orore

Only in  1979-1980 was the industry able to earn a p ro fit  o f  Tk, 100 crore* 

This eontinuoua lo ss  has eaten up the equity o f  the enterprises and has

10* S*I* Khan, ''Problems Helating to Finance to Jute Industry*', in  Probleas
o f  Jute Sector -  As seen by BJMC, Public RdLations Departaent, BJNC, 
Baoea, May, 1978, p. ^ *  The figures f©r 1977-1978 and 1978-1979 were
proilBional and were taken from Annual Keports o f  the corporation fo r
those years.
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resulted In a serious fiitu iola l o r ls ls  Ibr them. !Ib tide oTer thks situ a - 

tlott the Qovenuieat granted cash suboldy to the Induatx^ in  the years 

1973-197*> *nd 1975-1976* In Tiew o f  InoreaslBg burden o f lo s s , the OoTern- 

ment again dsaided to sanction export subsidy to the industry frois 1st  July, 

1977* ^ e  enterprises are s t i l l  in  :^nanoial hardship and 4re burdened vith 

heavy l ia b i l i t ie s  and in terest eharges* E fforts are needed to reduce costs 

through inproved lunageaent e ffte ien cy , increased capital and labour prodae* 

t iv ity ,  and reduction o f  wastage*

3*3 Hanagement of BgnnXadeah Jute H ills  Corporation and the entergrisee 
under i t s  ju r isd io tion .

Management o f  nationalised industries in  Bangladesh i s  characterised

by a th ree -tie r  systemt The Hinister in-oharge. Sector Corporations and
i 1enterprise manageaents* In the case o f  B.J.M.C., there i s  a four->tier 

management system. The t ie rs  are H inistry o f  Jute, Corporation, Zonal 

O ffices and Bnterprise Management, th is can be shown diagramatically as 

foUovat

S Ministry o f  Juts {
IT

JL

; Zonal O ffices I
1

»— *-----------------C - — — -----
! Bnterprisos

11* Qasl Kholiqussaman Ahmad, 'A ^eots o f the Management o f  Nationa
lised  Industries la  Bangladesh” , pie Baadadesh Developaent Studies, 
Vol. I I ,  Ho* 3. J«iy* p. 68T,
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At the Mlniatry l « T e l ,  th« Mintater for  Juts Mnroiaca OoTemmant authority 

fo r  managing the corporation and the enterprlaea under i t  and la  thel]^ 

owner on behalf o f  the people* He ifs reaponsihle *or fom ulating p o lio ie s  

fo r  then keeping in  view the national in tereat. For th eir working he ia  

responsible to the Farliaaent (Jatiya Songaad) and through i t  to the people 

o f  the oonntry* B.J.M.C. thua workc under the p o licy  guidance and supervi

sion o f  the Miniater fo r  Jute and runa the enterprtaea placed under ita  

juxisdiotion  by Oovernment Order* The reapon aib ilitiee  o f  the corporation 

are*

” ( i )  to operate on a aoamerelol conaideration, having due regard to  

national intereata, in the aoat e ff ic ie n t  and econooio nanner, v ith in  the 

po licy  fraaevork and guidanoe given by the OoTemmenti

( i i )  to continuoualy atflTe to iaproTe i t s  perforaance for  attaining 

better reaultat

( i l l )  to earn additional reTenue fo r  the OoTernmenti and

(iv )  to convey to the QovenuDent any matter which, in  the corpora* 

tion'ei view, ahould be provided fo r  through a p o licy  deoiedon or by revision  

o f  an existing policy.'*'*^

The corporation 's prisary function la  to set production and sales 

targets fo r  the enterprises unfler i t  and to oversee that these goala are 

acliieved. To thia end the corporation i s  to aake advance plans and progra

mmes with regard to the oetting-vp o f  production and sales targetst cons* 

tantly review the targets aet and task given, undertake continuous research

12. Guidelines on the re la t io n sh ip  between Govemaent and autonoBoua 
bodies' Corporations and the autonoBoue bodies* CorporatioBs and 
enterprises under thea. Cabinet Secretariat, Cabinet D ivision,
May 15t 1976, p. 1.
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at ImproTliig parformaiUB*, adopt appropriat# asasures fo r  th« •lisdnatlon 

of naotag«B and l«akaf«a, und«rtak« alaborata aarkat study

and rosaareh, oontiauoualy stxlva to r  Intxodsolng advanca nathods o f  aanaga* 

ment and ■eehanlzation, for  iBproving v ffie ian cy  and radueing coat, axardae 

financial and budgetary control and s«e that tha antarprlsaa attidn tha

ftnonolal goala and ara run profitalily* Tha corporation la  raeponalbla for

the overall v ia b il ity  o f  tha antarprlfias undar i t .  I t  ia  a body corporata 

and has parpatual sucoaaaion and a cootaon saal* It  haa povar to acquira, 

hold and dispoa* o f  proparty, both aiovabla and immoTabla, and can by ita  

nama sua and ha aued.^^ Tha gancral d iraction  and administration o f  tha 

a ffa ir s  and bui^naaa o f tha corporation ia  vaatad in  a Board o f  Directors 

consisting o f  a Chairaan and aix Qlraotorai D iractor, Juta Purehasai D lr«o- 

tor , Tlnancai D irector, Production Planniagt t r a c t o r .  Technical t D irector,

tlarketiag and D irector, Research and Quality Control. All o f  then are

c^X>ointed by the OoTemment. The terns and conditions o f  their appointaent 

are ela> deteroined by the Oovernment. The Ghairaan i s  the O iief Execu

tive  o f  the corpirfttion. The Board acts under the sttperviaion and control 

of the Governaent and ia  guided by in stm ction s issued by the Qovemaent 

froQ tdae to t ia e . Thus, the Board i s  under the tight grip o f  the Govern- 

aent.

The functions o f  the board are la id  down in  A rticle  6 o f  the Bangla- 

d«£^ Jute M ills Corporation Rules, 1977* The functiona o f  the Board are 

as fo lloeat

13. A rticle  10(2) The Bangladesh Industrial Ibterpriaes (HatioBalisation} 
Order, 1972*
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(a) to fofBulatc and submit fo r  the approvcO. o f  th« OoTemnent, th« 

raauaee®eiit p o lic ie s , Including p o lic ie s  relating  to organisation, personnel 

niaiia{;aBent and prlolng in  respect o f  the corporation and the enterprise!

(b) to prepare Annual Budget Statement o f the corporation and the enter

prise fo r  submission to the Government by 31» t  Hay each year;

(c )  to subnit schemes, i f  any, to the OoTernment fo r  balancing, modsr- 

nlsation and expansion o f  an enterprlssi

(d) to evaluate period ica lly  the performance o f  an enterprissf

(e ) to exaaina lihd approve the avdited annual statement o f  aooounts

Iz^ludlBs idTofit and lo ss  accounts and balance sheets before th e ir  submi- 

salon to the Qoyernseat}

( f )  to approve the annual reports o f  the corporation before their sub

mission to the (knrernnent; and

(g) to determine appropxlation o f  pxt)llt o f  an enterpxlse, snd surplus 

o f the corporation before their submission to the Qoverament fo r  approval.

The Chairman as the Chief Sxeoutive i s  entrusted with the fo llov ln g

funotdcAs*

(a) to ensure th«t the Qovemment p o lic ie s , d irectives and Instm ctlotts 

eoncemlnK the corporation and the enterprises are implemented,

(b) to see that a l l  decisions o f  the Board are implemented,

(c ) to ensure that the financial and other targets o f  the corporation

and enterprises are achieved economlCGlly, and

(d) to see that an enterprise functions smkothly and efflcl«rxtly .^^

1 «̂ A rticle  6 , The Banf^adesh Jute H ills  Corporation Rules, I977t
^ la lstry  o f  Jute, Government o f  the People’ s Hepubllo o f  Bangladesh.

15* IMd, A rticle  8,
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From the above fu o t io n s  o f  the Chairman, i t  la  elear that th« onus 

o f  wnnlBg th« oorporatloB and the eaterprlB*» u^dvr I t  *«oonoinioally, 

smoothly and • ffio len tly*  l i « s  vlth him, l e  tha rapoaitory o f  a ll 

authoxlty and I t  i s  up to hin to dolagata thla authority to Dlreetors and 

enterpriaa managaacnt* In praotieet thare haa been no real ddagatioa  to 

either o f  thea,^^

For the purpoae o f  batter adadBlatration o f  tha entarprisas, they 

have bean grouped in to f ir e  aonesi Adam^eai Daooa I» Daooa II* Chittagong 

and lOiulaa. £aoh sone haa a stoaal a«t up fo r  auperrLaing the a ffa ira  o f  

the enterpftaea under that sone> These zonal o f f ic e a  have no con trollin g  

authority and, at beat, help in  malntcdning lia is o n  between the corporation 

and the enterpriaes. Snterprises are the productive units and are run by 

eiaterpriae aanagesent appointed by the corporation. Enterprise nanageaent 

exorcises such powers and enjoys such operational freedom as are granted 

to them by the oorporatlon. Ilie re sp o n s ib ilit ie s  o f  an enterprise are as 

foXlowot

( i )  to operate on ooonerolal coned derations, having due regard to the 

national in terests , in the most e ff ic ie n t  and econoBlo oanner within the 

p o licy  fraaework and guidelines prescribed in  the rules and reg\tlations, 

Cli) to contLnuoualy str iv e  to iraprove I t s  perfomanca fo r  attaining 

better resulta*

( i i i )  to earn additional revenue fo r  the aovernnent, and

16. Behnan Sobhan and Huzaffer Ahnad, PuU.ic Enterprises in  an Interae- 
dlate Beglae, Dacca, Bangladesh Institute of Developnent Studies,
1980, pp. 323-32^ .̂
(^£i Kholl^uszaBtan Ahaad (I97^)f o p .c i t ,  p. 609«
Qaxl tOioliquaeaman Ahaad, **the Manufacturing Sector o f  Bangladesh -  
An Overview” , The San|iJ.adeah Pevelopaent Studies. Vol. VI, K6 . 4, 
Autuan, 19?8, p, kCĤ ,
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(Iv ) to Aarn nor« foreign exohange at minimum sa c ilflc# ,^ ^

For dlsabar^ng th« «boT« r « 8ponid.l>llltl«s, the aetdTitles o f  each 

enterpriae are grouped under purehase (ju te  and stores }, produotion, sales, 

maintenance and administration departments* Each department la  headed by 

a  m a n a g e r. The enterprise aanageaent does not enjoy adequate authority 

fo r  making and Implementing deelslonc* "These units are subjected to maxi- 

tnuis control and enjoy minimum atttonomy. I t  Is  quite o lsar that these units 

h a v e  no p o licy  making options. 5ron within the fraasiiox4c o f  their budget 

and programmef thsy do not enjoy a n y  meaningful operational autonomy. For 

a l l  decisions, major or adlior. In matters o f  peraonnsl, procurement, finance, 

purchase, sa les, prices, Inyeatmuits, e te .,  they have to  turn at least to 

the corporation .” ®̂

At the enterprise le T e l, there i s  one enterprise bterd^^ consisting 

o f  the enterprise ch ie f executlret «ad representatives o f  the oorporatlon, 

controlling  Hlnistry, Himlstry o f  Finance and bankers. Tbe corporation 

noBdnoe acts as the chairman o f  the board. The posers o f  the board can be 

seen In Appendix -  5. The board enjoys wider powers compared to those 

granted to enterprise management headed by a manager or general manager or 

deputy general man«j|er. But these povsrs are to be exercised subject to 

supervision and co-ordination by the corporation. As a resu lt,there i s  no 

re&X delegation o f authority to the board from the corporation. " ...............

the board merely functions to review thm audited aocounts to mset Isgal
POre^nirenents and the management function stays with the corporation ."

17. Guidelines on the Hd.ationship between Qovemment and Autonomous 
Bodies' Corporations and the Autonomous Bodies' Corporation and 
Enterprises under them. Cabinet Seoretazlat, Cabinet D ivision,
Hay 15| 1976, p . 8,

18. Rehman Sobhan ft Husaffer Ahmad, o p .c lt ,  p.
19, Itoterprise boards started functioning from the la s t  q;utrter o f  1977.
20, Hehman Sobhan and Muaaffer Ahfflad, o p .o lt ,  p. 325*
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Th« following arc ooM o f the managflinaut probl«ns a ff«otiiig  the

induotryi

( l )  Ihe powtrs and rM p on stb ilities  o f  the t ie r s  hare not been preei^ 

doDareated, This acts as a hindrance to reepottBibility budgeting 

nhlchf in  turn, has Mde the iapleiBontation o f  tha concept o f  accountabi

l i t y  a d i f f ic u lt  task*

( i i )  Enterprise Banagements do not enjoy adequate authority fo r  aakiag 

and ifflideaenting decisions.

( i i l )  51ie corporation i s ,  to a large extent, under bureaucratic control 

o f  the oontrolliag  Ministry and other I^ n istries froa whom they seek p o licy  

guidance.

( I t) Appropriate c r ite r ia  have not bssn developed fo r  evaluatixkg the 

perforaance o f  the nationalised industries including Juts industry. Market 

p ro fita b ility  cr iter ion  cannot be applied to the nationalised industries «s 

they woi^ under con sti^ n ts  lapossd by the GoTemment snd cannot work fre e ly , 

lik e  the Private Sector, according to the d icta tes o f  the Market signals.

(v ) Traditionally , the Government performed c i v i l  and m ilitary functions 

and played promotional and regulatory iroles in  the f is ld  o f  production.

The nationalisation programme has, hosever, brought the function o f  produc

tion  under the d irect control o f  the Government. The preoccupation o f  ths 

Government with th« traditional functions has resulted in a lack o f  concern 

on i t s  part to attend to the persistent problems lik e  in e ffe ct iv e  corpora

tion  and enterpxlse control st4i|cture, the lack  o f  e ffe c t iv e  planning snd 

programmes fo r  personnel development, and the absence o f  apprepxlate p o l i 

c ie s  regarding labour, pricing and incentive systems.

21. Qasi Kholiqussaman Ahmad (1978), ep*cit* , pp. 403-407.
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Th« Saootid TlVtt Tear ^.an takes cognlzano« o f  thas* aaiiageMlit 

problens an*̂  that '*lBprovement o f  the manag«a»nt o f  th« public

sector aBterprlBas w ill b« continuatl through re<-organisatlon and dseentra* 

llsa tlo ii o f  authority and iBproToment o f  labour aanagenftnt r«la tlon a .

There i e  great scope to laprove quality o f  operation and HanAgeaent at a ll 

lev e ls  and labour productivity through imparting induatrywlae organised 

training and apprenticeship*"^^

Ibe Saoond U ve Year Flan alms at strengthening and reorganising 

the zional nanageaent in  order to inprove the overall Managonent o f  the 

entezprises. The lev e l o f  the aonal ch ief w ill be higher than that o f  

the enterprise head so that e ffe c t iv e  control can be exercised by the 

forcer . In the sa«e way, the lev e l o f  the other zonal o f f ic e r s  w ill also 

be higher to enable then to auperviee the enterprises in  their lin e .

The plan also lays down thst suitable modifLcations w ill be nade in  

t h e  coBposltlon and strength o f  the Board o f  Dlreotors o f  the <»rporatlott 

80 t h a t  the l>ireotors can H a in t a ln  functloniQ. supervision and control over 

t h e  B e t  up o f  that lin e  in the zona and in  the enterprises*

The plan also envisages s thorott^ recast o f  the jute purchase

G yct^ with appropriate checks and balaaees*^^

The plan also stresses the need for granting BaxiBum autonoBy with

provision for  e f f ic ie n t  nonltoring o f  perforaance o f  enterprise nanageaent
2^ma that they can take proapt actions in  the day-to-day operations.

22* The Second Five Year Plan« P* X III, 12*
23, Ib id ., p. X III-3^,
Zh, Ib ld .» p. XI11-28.
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3*^ Accounting B.Tat«m in  B.J.H.C. and «ntTprlB<a nnder I t .

Accounting i s  th« k«7atottfl o f  budgeting. Budgeting uses the language 

of acoounting but do«s not in  any way weaken or replace the aceounting 

system. Bather i t  str«agthens the influence o f the la t te r ,

Acoounting provides h isto r ica l data on the basis o f  irtiich budget 

dfstinates 4&re developed* In the oouree o f  pre]»ration o f  budget, aoount- 

in^ eg resse s  a ll  planned transactions in terms o f  revenues, costs and 

p ro fit .

Accounting systeM provides inforafttion about actual perfomanoe which 

can be compared with budget. This fa c il ita te s  the oaloulation o f  variance 

and consequent analysis o f  varianoe and taking o f  corrective aotion. In 

order to make th is cooparison •eaningful, the same chart o f  accounts and 

the soffie classifi-cation  o f  revenues and esqaeases oust be used in  the 

accounting departveat and in  budgetary procedures*

The accounts are to be arranged in  such a manner that they r e f le c t  

accurately the areas o f  managerial r e ^ o n s ib ility *  In other words, respon

s ib i l i t y  accounting Is  needed. BespontfLbility acoounting *1 s a system o f  

accouRtiag which i s  tailored to an organisation so that costs are accumu

lated and reported by lev e ls  o f  re i^ n js ib ilit^  within the organisation*
/o n ly

Seioh supervisory area i^  the organisation i s  charged/with the cost fo r  

itMch i t  i s  reeipoasible and over which i t  has control,'* Thus the in tro 

duction o f  responsib ility  accounting plt^oints performance o f  each lev e l 

o f  reaponsibility  and helps in  fia ia e  the l i a b i l i t y  o f  each le v e l, Res^n> 

s ib i l l t y  accounting system can also contribute to e ffe c t iv e  motivation.

25* JohJi A, Higgins, Hesponsibllity Acoounting in  L.S. Rosen (e d ,) ,
Ibpios in  Managsrial Acmunting, Second £d«, Tbronto, McOraw-Hlll 
Ryerson Ltd ., 197S P* 258,
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"With a o f  rcsp on a iU llty  aocounting top naaagaBent oaa a fford  to

vdLdan i t s  span o f  control and allow operating deoialotte to b« aada on a 

deoentrallsad baaia. Corrd.atlTeIy, assigning coats to tha indiTiduaX 

managers who hava control ovar thair ineoxranca la  a factor in  encouraging 

these managera to exwroiae e ffe c t iv e ly  their authority to motivate their 

supervisees. The managers' performance in  thia regard i s  measured by the

accounting reportst which are lik e ly  to be an Incentive fo r  the e ffe ct iv e
26motivation o f  managers*'* Thus, resp on sib ility  accounting contributea to 

a widening o f  top management's span o f  control and motivation o f  managers.

In view o f  tha cloae re la tL o n ^ p  between budgeting and accounting, 

a discussion o f  tha Integrated Accounting System followed by the corpora

tion  and the enterpriaea under i t  I s  considered necessary.

The enterprises under Bangladssh Jute M ills Corporation follow  an 

Integrated Accounting System ( I .A .s . )  which eomM.nes financial accounting 

and cost accounting information in the same set o f  ledger. The aystem was 

introduced by tha Ekst Pakiatan Indastrial Development Corporation fo r  the 

Jute ndlla under i t s  management and was made e ffe c t iv e  from 1st July, 1967* 

The Intagrated Accounting System was introduced to serve the Ibllowing 

purposest

(a) to bring about uniformity in  mode o f accounting and presentation 

o f  inforoation to the higher management,

(b) to datermina the per unit oost o f  production,

26.  George J . Benston, "The Sole o f  the ilrms* Accounting System fo r  
Motivation**, in  William J. to in s , Jr. and Don T. DaCoster (e d s .) ,  
Accounting and i t s  Behavioural I ^ l ic a t io n s ,  N.T., MoQraw-Rill Book 
Company, 1969* pp* 167- 168.
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(c )  to provide for effaotiva  us« o t m budget through month to nonth 

oomparlaon o f  actual resulta achlaved aa againat budgeted targeta, and

(d) to improve the reporting systeo*^^

After nationaliaation, B.J.H.O. decided to adopt the Integrated 

Accounting Syaten fo r  th« enterpriaea under ita  control and prepared an 

Accounta Manual fo r  opeiating the system* The advaatagea trained fo r  

the system are as follow si

( i )  i t  fa c i l i ta te s  the integration o f  financial and costing records 

on the tota l absorption costing aethod,

( l i )  i t  brings about u n ifom ity  in  financial and costing records,

( i l l )  i t  ensures the aT ailab llity  o f  accurate production cost per unit 

o f production sithout keeping sefarate eost ledger,

(iv ) i t  fa c il ita te s  ooaparlMn o f  performance as between the d ifferen t 

periods o f  the same enterprise as well aa between the d ifferent enterprises, 

(v) i t  ensures uniformity in  reporting system,

(v i)  i t  fa c il ita te s  coding o f  accounts and transmission o f  accounting 

data through telexes and tdLegraphe,

(v l i )  i t  aids in  prompt compilation o f  the accounts fo r  submission to 

corporation and enterprise management.

Under the system, the books o f  Aeoounts are divided in to  two partst 

General Ledger and Subsidiary Ledger. General Ledger Accounts operate as 

Control Accounts fo r  the Subsidiary Ledger Acoiunts and contain only a 

llffiitsd number o f accounts in  sunmarlsed fOx«* The deta ils  supportiag 

each Qeneral Ledger Accounts are to be found in  the Subsidiary Ledger.

For the operation o f  the system, detailed expense accounts are to be

27, Integrated Aocounting System (Jute M ills ), E .P .I.D .C ., 1967* p. 1*
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opez*ated through a few control accounts* The number o f Control Accounts 

i s ,  however, much more than la  necessary fo r  the integration. This has 

been done for the purpose o f enabling the enterprise accountants to obtain 

a ll  information neaded fo r  the preparation o f  a Trial Balance, the summary 

P ro fit  and Loss Account and the Balance Sheet. Balance Sheet itens are 

c la ss ifie d  according to the type o f Assets and L ia b ilit ie a . The General 

Ledger contains information in broad groups while the Subsidiary Ledger 

recotds information in  detailed groups* Costs/expenses are c la ss ifie d  

according to the broad nature o f  expenses in  the Qeneral Ledger. The 

system provides fo r  recording transactions not only by detailed nature 

but also by dapartments or cost centres to which they relate*

For the iNirpose o f  relating the esipanses to the respective cost 

centres, the operation o f  the enterprise has been divided into the twelve 

departments or cost centres, and a llotted  code numbers*

Operations o f  the Integrated Accounting System is  primarily done 

through the operation o f the various Control Accounts in  the General 

Ledger*

Under the Integrated Accounting System, cost accounting gives h isto

r ica l information regarding cost o f  products* This cost information i s  o f  

no use to management fo r  control and decision making purposes* The U looa - 

tion  o f  costs among the various products i s  arbitrary* The inaccurate 

basis o f computingeonlWTnt production fo r  unfinished goods hinders the 

calculation o f actual cost of production* This results in  Inaccurate 

and misleading figures for operating results*

The introduction o f  process costing and sitandard costing may resu lt 

in  suitable a llocation  o f  oost and fa c i l i ta te  cost control* Armitage and
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Norton, Chartered Aooountmnts, Edinburgh adToeated the adoption o f  standard 

coating as far back as 1968* ” It  i s  more sa tis fa ctory  to use a systea o f  

standard costing in which standard costs are calculated in  advance and 

actual costs are subsequently Beasured period by period against those 

standards. Sueh aeasureaents can dLsdlose the extent and causes o f ohan- 

gea in  cost. Simultaneously the p ro fit  o r  loss fo r  the period can be aeasu- 

red and ocapared with the eiq^eotod or budgeted p r o f i t . " ^  The introduction 

o f  standard costing i s  l ik e ly  to streosthen the budgetary control sjatea 

in  practice .

The present accounting system does not involve respon sib ility  accoun- 

tiLng ishich i s  needed for  establishing aooountatility . "Without proper 

respon sib ility  budgeting, the prinoiple o f  aoeountability e»B not be im ple-
pQmsnted,""''' The present system o f  accounting fo r  products should be replac

ed by accounting fo r  p o s it io n .^

l>ue to improper and in d istin ot c la s s ifica tio n  o f  expenses into fixed 

and Variable and non-recognition o f  semi-variable expenses and th eir 

aggregation into fixed  and variable elements hindwrs Break-even Analysis 

fo r  a multi-dimenational decision luJdng process*

The Jute industry is  a process industry. Production processes lik e  

batching, preparing, spinning, weaving and fln ishiiig  are carried oa in  

d ifferent departments under the supervision o f  d ifferen t people. In order 

to control costs o f  production through various stages, costs incurred 

through each o f the separate processes has bo be ascertained* The Integra*

ted Aecovnting System fa i ls  to furnish th is information.
a57 Investigation of Productivity and Costs in  Member M ills o f  Pakistan 

Jute M ills Association, June, 196S (Unpublished report). Part V,p,12*
29, Qasi Kholiqussaman Ahmad (197^), o p .c i t . ,  p. 088.
50* Mawdudur Bahman, Pxofit Planning, Rapport Bangladesh L td ,, Publica

tion D ivision, Dacca, 1979, P* 20*
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Hic Xntagratcd Accounting System oalXa fo r  preparation o i  the 

foUowlag Bonthlj reports fo r  mibnlBaion to the eorporatlont 

( i )  Balattce Sheet and HoTeauiit o f Fuada,

(11) Cost o f  Production Statement,

(111) Bank Reoonclllatlon StateBent o f  the d ifferent accounts,

(1t ) Trial Balance for  the fflooth,

( t) Stateaient o f  P rofit and Loss fo r  the month,

(v l)  Income schedule for  the laonth,

( v l l )  Cost o f  sale statement for  the month,

( Trill) EqulTalent Produetlon Sohedule,

(Ix ) Statement of sold and unso^€ stock o f  finished goods,

(z ) Schedule o f  administrative expenses,

(xL) Schedule o f selU qg and (SLstzlbution,

( x l l )  Worksheet fo r  analysis and a llocation  o f  oost/expense incurred, 

( x i l l )  Wastage statement.

Hie reporting system Is  si> designed as to supply the top maaagement at the 

corporation lerd . elth a wlume o f  Inforaation aboAt the operation o f  the 

Individual enterprises* Bovever, these are not used very much by the 

enterprise management. ESnt^rlirlsee are required to send these reports, 

so they send them,^'* Enterprise management seM s to have soanty fesdback 

about these reports*^

The elaborate reporting system under I.A .S . Involves a huge amount 

o f  paper «ork on the part o f the accounts personnel. I t  has been alleged 

that thes« reports p ile  up at the oorporation and are not properly analy-

31* Behman Sobhan and Musaffer Ahmad, o p «c lt« , p . 328*
32. M. Rahman (1977)* o p .c it * ,  p* 55*
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sed and Interpreted. These ere used only fo r  oonpilatloR o f  some s ta t is -  

t i c s  and feports at the corporation level*

As these reports are not regularly followed up by the top wnageaentt 

the entex^iriso accountants and wAXtagera hare become sceptical about the 

neceosity o f  the reports and do not give iue importance to th e ir  oompila- 

tioB. **Thus, i t  i s  not unusual to find some monthly reports having only 

actual columns flU e d -in t  keeping budgets and variance oolumns blank.

There are Instances when reports are found to be guess works and are an 

adaptation o f  previous reports. Morsovert i t  has been found that reports 

are sometimes fabricated to comouflage operational in e fflo len ey .

HanageaeBt Information fiystemi RsalisiAg the importance o f  a Management 

Information System (Mls}t the B.J.H.C. appointed EWP Asaoeiates to design 

a £3Ultable MIS fo r  the coirporation* Aeoordlngly, the consultants, a fter  

rovieviag the present reporting system and consulting with the management 

at a l l  leve la , designed a Management Information System to meet the in fo r 

mation needs o f  the head o f f i c e ,  zotul o f f ic e s  and the enterprises* This 

MIS vas implemented during 1980.  The system aims at producing reports 

regarding production, labour, ju ts  sa les, technical operation, quality 

con trol, accounts and finance on a monthly/daily basis* On the basis o f  

thes* reports a Monthly Performance Report i s  to be prepared by an enter

prise* This report embodies rd.svaxit information regardlag an enterprise 

and is  to be prepared in  12 cc^iem fo r  the enterprise, zonal and corpora* 

tion  management* The report contalBa oolumns fo r  showing coiQ>ari8on o f

35* Hd* Mulnuddin Khan, An Evaluation o f  Accounting Practices in  Jute 
Industry, The Business Revitw* Vol* I I I ,  No* 1 , Jamuiry-Maroh, 1977, 
p . 1^2*
H. Bahman (1977), op*cit* , p. 5%  

i(5* Hd* Mulnuddin Khan, op*cit* , p« 1^2*
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actual results with th« budg«t«d figures on a nonthly as s e l l  as cunulatlvs 

basis. This i s  l ik e lr  to aid Baoagflment In controlling ths operations o f 

the enterprises under the oorporaHon.

3*5 Budgetary procedure followed by B.J.H.C. and the enterprises under i t .

This section describes the budgetary procedure foUowsd by BJKC and 

tho enterprises under i t  on the basis o f  available literaturot corpdratioa 

rules and regulations and on the basis o f  intenrlesa conducted with the 

enterjixise heads and heads o f  ths dspartments o f productioni sales and 

accounts. Interviews with the accounts personnel o f  the corporatlonf zonal 

o f f ic e s  and the enterprises were especia lly  held for  the purpose.

I t  was the East Pakistan Induotrlal Develoiwent Corporation (SPIDC) 

nhich introduced the budget for  controlling  the units under i t s  sanagenent. 

(The Integrated Accounting Systen intro(biced by EPIDC aade provision fo r  

coctpajrlson o f  budgeted and actuiJ incooe and expenditure on a Bonth by Bonth 

basis. The industries under private nanagsBeat were luke^ark  to the adop* 

tion  o f  budgetary control techni<^es because these were earning huge p ro fits  

in  a protected sarket and were averss to the adoption o f  nodem techniques 

o f aanagsaent. Private firBa with foreign  participation  did, however, 

adopt budgetary control systens. A study conducted by A.A.M. Baquer and 

Hd. Mulnuddin Khan in  1969 revealed that out o f  37 industrial con ceru ,

6 ( 21. 69$) of the tota l practised budgetary control and 3 CB.190 practised 

standard c o s t in g .^  Awther study conducted by K. Habibullah a ffizved  that

36. A.A.H. Baquer and Md. Huinuddin Khan, Accounting E fficiency and 
^ roa ictiv lty . Bureau o f  Bconoisic Research, University o f  Dacca,
1969 ( unpublished), p. 1«»7.
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”the ua« o f  atandard eoatlng and budgetary oontrdl was T*py H alted* 

Therefbra, the uaa o f  budgetary oontro^ vaa not Tery popular among the 

Industrial enterprlaea in the p re-liberation  period*

In the poat-liberaticn  pariody the nationalie&tioii progranne o f

the (Government of the People*a Hepublic o f  Bangladesh brought about 313
38industrlAl enterprleea'^ under OoTemment ownership. The OoTemaent 

realised the need fo r  budgeting and made provision for  the pr^ aration  

o f a s  annual budget atatanent* The a a a u a l budget stateaeat la  to  be 

dr«wn up by each corporation according to a prescribed fom  fo r  every 

fioancia l year* This statement shows esti-mated receipts and eiq^enditure 

)̂ ind etUffiB v^ich are lik e ly  to be required from the Government*

'She rules o f  the corporation provides that the annual budget s ta te - 

asnt fo r  the corporation and the enterprises be submitted to the Govern- 

Bent by 51«t May each year.

Thusf the relevant statutes and xules make the preparation o f  a 

Uidget compulsory fo r  the corporation and each enterprise.

The corporation and the enterpxises under i t  prepare three types 

o f budgets! Revenue Budgett Cash Budget and Capital Budget. The fbr«a o f  

the budgets are presoilbed by the goverzKBent and ean be seen in  Appendix-6.

37* Or. M. Habibullahf Industrial E fflcienoy and P ro fita b ility  in  
Bandadesh, Bureau o f  Eoonomic Kesaareh, University o f  Daeca*
197^1 p. 107*

38. The F irst Five Tear Plan (1973-1978), Planning Com isaion,
Oovemment o f  the People’ s Repiublic o f  Bangladesh, p. 195*

39.  A rticle  19 o f  the Bangladesh In iuetria l Enterprises (N ationalisa
tion) Order, 1972 (P.O. Ho. 27 o f  1972).

*K). A rticle  16 o f  the Bangladesh Jute H ills  Corporation Sulsa, 1977,
Ministry o f  Jute, Government o f  the People 's Republic o f  Bangladesh.
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The hidg«ta ar« oupportcd by soh«<&afta. Th« ba4s«te  shov aotuale fo r  

the pr#vlouB y^a^t budget ftor th* current yew t actual* for  the expired 

tudget period o f  the current yeer« revised budget fo r  the current year 

and budget estlnatee ft>r the ooatng yoar,

A reTem ie budget aerves as the b a ^ s  fo r  a foreea«t o f  inooae and 

e^iesdlture and a plan o f  operatlone* It  oay be used aa a guide to 

polloy-fliaklne and setting  atandards o f  e f f ld e n o y .

The revenue budget ah^va the eetlMated revenue from various sources 

and estlaated exp«ni3itttre fo r  the buigat period* The d ifference between 

reveaoiee and expensea repreaeata either sstlMated p ro fit  or lo s s . The 

fii^oroe in  th is budget are derived fvsn varioua schedules (schedule o f  

so le  o f  prcductst aobeduls o f  in tsrest on d ep oa lta /seeu iltle8« schedule 

o f  other Incoset schedule o f  cost o f  rs «  ntatexlalSt schedyle o f  cost o f  

poverr and fu e li schedule o f  fa ctory  espenses, aohedttle o f  adMinlatraiive 

d3g;»oneest achadule o f  a i l in g  expenses e ts« )«  The revenue budget la  drawn 

vq? in  the fom  o f  a p ro fit  and loan aceount. Thla fa d l lt a te a  the uae o f  

tLd revenue budget by the corporation aasageaent and enterprise nanagenent. 

Tb& revenue budget i s  drawn up on t^e basis o f  production target set by 

the oorporatlon.

I t  can be said that the revenue tandget deplots the operating plan 

o f  an enterprise. Whan the revenue budgets o f  the enterprises under the 

corporatlcm are wdded togethert they r e fle o t  the overall operating plan 

o f  d l  the enterprises.

A cash budget i s  an eotiaate o f  C&sb receip ts and dlabnraeMnts 

fo r  the budget period and la  prepared to assess the financial strength 

o f  an enterprlae and to ansure i t s  smooth operation.
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A cash budget shows th« opening balancst cash receipts on account 

o f co lle ct ion  o f book debts* recovery o f  loans* cash sales, other cash 

rece ip ts , cash paynents on account o f  revenue expenditure, incoae tax, 

share o f overhead charges o f  the corporation, payment to national exche

quer and outstanding creditors and payment on capital account fo r  the 

budget period* The difference between the receip ts and payments repre

sents either a C|ish surplus or d e fic it*

A capital budget i s  prepared to show planned expenditures on fixed  

assets during the budget period* While drawing up this budget, the enter

prise management i s  required to provide for capital expenditures which can 

d irectly  in^Drove the production and p r o f ita b ility  position  o f  the enter

prise without a ffectin g  i t s  liq u id ity  poeition . In enterprise can provide 

fo r  capital expenditures frok the fund expected to be received under the 

Annual Development Programme (A.D.P*) and Balancing, Modernisation and 

Beplacement programme* Separate columns are used fo r  shoving capital 

investment a to be financed from the en terprise 's  resource, A.D.P. and 

B*M*R.

-^ ^ e  Ban^adesh Jute Mills Corporation in it ia te s  budget preparation 

by issuing budget guidelines (Appendix -  7) to  the enterprises under it*  

The guidelines are prepared by the cost and budget section o f  the Direc

torate o f Finance in co-operation with other D irectorates o f the corpora

tion* In setting the budget, the l>ast records o f  the enterprises and the 

po licy  d irectives received from th« Ministry o f Jute are taken into con si- 

deration. The enterprise management>do not take part in  the formulation 

o f  budget guidelines*
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£lnterprisea under th« corporation fo llow  the budget gitldellnea In 

the pr^aration  of their respectlTe budgets. Every year the budget guide

lin es  are sent to the enterprises and the sonal o f f ic e s  in  the fora  o f  a 

oiroul«Lr the cost and budget section  o f  the oori>oration»

Hie Budget guidelines prepared by the corporation contain the 

foU oving particu lars t

(a) Froduetion target,

(b) Nuaber o f working days and working hours,

(c ) Wastage percentages oTeraU sastage percentage and 
Jute wastage pereentage«

(d) Batch prices per Baund o f  ju te ,

(e ) Standard batch ooBposition,

( f )  Standard oonsusption o f  other d irect n ateria ls,

(g) Sales prices o f d ifferen t products,

(h) Welfare expenses fo r  featl'val holidnys,

( i )  Capital budget, and

( j )  OTertiae fo r  workers and s ta ff .

j^^^,_,J)nring the in it ia l  y«ars» these guidslines re«ilned aore or less  

sta tio  but these hav« been Bade nore elaborate from the year 1979-80.

A oosqparison o f  the contents o f  the budget guidelines can be sesn in  Appen^

dix — 8*

On the receipt o f  the budget guidelines the enterpzises start work* 

isg  on the budget, ^ e  accounts department o f  the enterprise, which i s  

r e i^ n s ib le  fbr ooapiling the budget, issues Is t ts rs  to the dspartnents 

o f the enterprise fo r  preparing their respectiTe departaental budgets.

 ̂ This departBent also furnishes r^evant inf^rBation to the departaents 

of til® enterprises on the basis o f  guidelinss receiTed froB the corpora-
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tlon . !Qie b«Kda o f  th« d«partaeat8 ar« not in  a position  to  prnpmrm 

budgets fo r  th « ir  r«ap«otiv* ••gnents o f  the •ntflrprlse as they are not 

acquainted with the teohniques o f  budgeting. They naturally turn to the 

Gcoounts dspartaent fo r  preparation o f  their d^artnental budgets* U lt i-  

oatoly  thi» budget a are prepared by the accounts departaent on the basis 

o f bud^t guidelines and information gathered from the various departaents*

The enterprise board i s  required to eause, prepare and InpleBenti 

idth prior approval and as dlreoted by the corporation,the annual budget 

o f  the enterpriss in  aocordance with the provision o f  Rule 16 o f  the 

Bangladesh Jute H ills  Corporation Rulesi 1977 and in  the fonts set out in  

Schedule II  under the said Rules* But, in  praotlos the budgets are 

prepared by the accounts departaent on the basis o f  budget guidelines and 

are nt d irectly  to the corporation In order to coMply with the tiae sche

dule set by i t  fo r  submission o f  badgets* The fa ct  i s  then reported to the 

board as and when i t  meets. The bmdgets approved by the corporation budget 

comciLttee are placed before the board and i t ,  in  I ts  turn, I n s t^ c ts  the 

entorpzlse management to se« to thgir implMDentation. I t  a lso reviews the 

Impaeaentatlon o f  budgets In I t s  quarterly meetings. The a^pscifio problems 

faced by the enterpriss management In implementation o f  budgets are some- 

titaos taken up by the board with the corporation fo r  necessary action .

The la t te r , a fter  proper sorutiny, takes necessary action. But th is is  

vory tine eonsuming*

Cost and budget section o f  the corporation rec«d.ves the budgets sent 

by the enterprises. Zonal o f f ic e s  also receive copies o f  the budgets from 

enterprises under their Jurisdiotion. These are then placed before the

^1 . The Enterprise Board RegulatlottB, 1977* Bangladesh Jute M ills 
Corporation, Regulation No.
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Budget CoBndttce oonetltuted by the corporation for  diocusaion and flna* 

).laetion* Usually t«o ooBmltt««s ara formad fb r  fin a lis in g  budgets at 

d ifferen t oones o f the corporation* I3aeli committee la  haaded by a filreotor, 

vihlle 2 Qan«ral Kanagars froa t«o direetoratea o f  the corporation act as 

Bedberst and the Senior Oeputy Chief Aooountant (oost and budget) aots as 

member-sec re tar y* The lonal Qeiteral Manager and Deputy Chief Accountant 

and the enterprise head and the head o f  the aocounts dapartaent take part 

In the budget discussion, Dlseuscion vith the corporation o f f ie ia la  s i l l  

make one believe that the people f io n  the enterpH.ses aotlve ly  participate  

in  the deliberations o f  budget naetlngfi* But the enterpdse heads and 

tlie heads o f  the aecounta departsonts who take part in  these seetings have

& d ifferen t story* One Deputy Q«neral Manager oaidt " I t  i s  the head o f f lo e  

people vhose declslona prevail. Our saggeatlona are not given due weight.

Ad «  resu lt, ’ pseudo partiolpatlon* takes place***

The ooBsittee does not have su ffic ien t  tine fbr verify ing  and 

scrutinising the budgets o f the enterpzlaes in  detail* A study o f  the 

detailed prograBBes o f  the Budget Committee reveals that the CoBmlttee 

spends, on an average, 1 . ?  hours in  dLaouseing and finalifllng ttie budget 

o f an enterprise. So* i t  concentrates on iaportant aspects o f  the |ndget 

lik e  production target, cost per ton, p ro fit  or lo ss  per ton, tota l p r o f it  

or loss  fo r  the budget peilod  and ocp ita l expenditures* The enterprises 

surveyed reported that the revenue budgets were approved « lth  minor changes 

but the capital expenditure budgets o*re sometlBes subjected to outs in  

view o f the poor liq u id ity  position  o f  the enterprises*

’Th9 budgets, tfttts fin a lised  by the Budget C o«iittee , are formally 

approved by the Board o f  Directors o f  the corporation. The approved bud-
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g«to ar« than sent to thm antarpriMa by th« cost and tiudgat scotloa  o f  th« 

corporation fo r  iapl«a«ntatlon» The budget approiral procaos ia  a tiaie- 

oonauolns ona and. In aoaa 7«ara« the approved budg<?ta raach tha aatex^prlses 

a fter tha oomanoanent o f  tha budgat periods This daXay uaAamlnes tha 

importance o f  budgets,

Cn the receipt o f  the approved budgets, the accounts department 

oocdunieataa tha budget targets to the heads o f  the other departaanta of 

the enterprises* Interviews «ith  heads o f  accounts reveal that no foraaX 

meeting o f  mnagers la  h«ld at tha enterprise leve l to dlsouse and find 

out %Q)tB and aeans o f  iapleaanting the approved budgeta. E fforts o f  the 

head o f the accounts departaent to implement budgets are rendered in e ffec*  

tLvd by the apathetic attitude o f  other managers. One Deputy Chief Accoun

tant stated that top aanageaent at the corporation and the head o f  the 

enterprisa should follow-up the budget vigorously. Unless th is  i s  done, 

the budgat w ill reaain only on paper.

Under the Integrated Accounting System, enterprises send, along with 

other reports, a stateaent o f  p ro fit  and loss fo r  each aonth shoaing the 

budgeted anount and variances fo r  dL fferw t itea s  o f  the stateaent* In 

addition th the reports under the I .A .S ., enterprises are required to sand 

a perforaanca report under the recently introduced Managaaant Inferaatlon 

System* Theae reports are sent to the oonal o f f ic e s  and hesd o ffic e *  On 

the basis o f  the performance report, a perforaance revlea aeatlng i s  held 

at the zonal level and the zonal o f f lo e  prepares a conaolidated perforaanoe 

roport fo r  the zone* Copies o f  tha report are sent to the corporation and 

enterprises within tha aone*
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raports prepared by the aooountante o f  the enterprises to be 

aent to sonal o f f i c e  are also o f  use to  the enterprise winagers fo r  

proper fuBctioning o f  the eaterprises* The resesroher has permed the 

copies o f  these reports* It  seeas that these are not prepared properly* 

Iheee reports sosetlaes leave the oolunm fo r  budget and variance blank 

vhlle only the actual coluon is  fiLUed in* The persons responsible fo r  

preparing the reports are not oarsftd. and enthuslestia about their prepa

ration , It  seeais that th eir naln objeotlTe i s  to ooaply with the require- 

msntg o f  the corporation fegarding th slr  preparation and submission* Two 

renowned professional econontLsts o f  the country analysed these r ^ o r t s  

and also concluded that these reports are not prepared «lth  due care so

that these perfunctory reports are not useful in  judging ihethsr enterprises
Ilo■anagers are perforadng their functions e ffeetlT e ly  and e f f ic ie n t ly .

Maxiagers in  the zonal o f f i c e s  and head o f f i c e  are also half-hearted 

in  their approach towards these reports. Aecording to M. Ahaad and Sehaan 

^bhan, they do not go through these repofts on tiae  and analyse thes 

carefully.^^

The variances, even nb»n ooaiput«d« are not analysed. As ths bvdgeted 

volumes o f  production and sales are not adjusted to actual voluaas achievedt 

the variance analysis beooses a nesaingleM  exercise . tfhsn variances 

are analysed keeping in  view the aetu«l m lu m  achieved and are segregated 

into e ffic ien cy  variance and price Taxlonce, i t  becoses useful fo r  control 

purposes. The corporation and the «n.terprises under i t  hsTe* howeverf not 

been able to in stitu te  variance analysis. '’Variances are seldos analysed,

^2. Rehmaa Sobhan and Musafftr Ahmad, o p . c i t . ,  p. 528.
Ib id ., p. 328. 

kk, K« fiahaan (1977>« o p .c i t . ,  p.

Dhaka University Institutional Repository



76

e v e n  i f  detenainaa, carry no p o licy  iiaplicationB, corrective aeaoarcat 

uug;*eatlona» respooB lbllity  a llooationt esqflaaatlciis, revision o f  plans 

and standards and guidelines fo r  formulation o f  p o lic ie s  uni ob jectlves. 

Bach an envirowent hinders the use o f  budget as a 4»ohtrol t o o l.

The approved buigets o f  the corporation and the enterprises under 

i t  are submitted to the controlling Ministry, but i t  has been alleged 

that these are not exaained in  due timet are they given due laportance* 

The Govemsent thus has not been able to aake use o f th is iaportant instru

ment o f control and accountability . The periodic review o f perforsance 

hae been used as an instruaent o f  oontrcd. and a o o o u n ta ^ ity . But the 

pexlodic review aeetings have fa iled  to produce the desired results because 

o f the absence o f  proper d i r e c t i o n . I h l s  (period ic review o f  perforaance) 

s lL q o  becaae aisdirected as the very natctfe o f  such aectlnga aakes i t  diffi->

cu lt to s i f t  the aajor froa thg stLnor Issues, Thus accountability has
k7

b e e n  in e ffectiv e .'*  '  Budget as an inotraaent o f  control and accountabili

ty  oscins not to have been properly appreciated at the Ministry le v e l.

5*6 Managerial environaent prevailing in  Banjiladetft.

The a^nagerial eaviroaieat i s  marked by a sh^tage o f  trained and 

ea^rienced aanagers. A good nuaber o f  slcllled aanagers were froa erst* 

while West Pakistan. VKLth the liberation  o f  Bangladesh, they l e f t  the 

countx^a Thus, there arose a vacuum in  the aanagexlal f ie ld .  This was, 

however, f i l l e d  by proaotlng aanagers froa the lower lev e ls  or by transfer 

froa  Oovemaent service or by new reoruitBeat. Hecruitaent o f  aanagers

Kd. Muinuddin Khan, ''An Evaluation o f  Aeoounting Practices In the
Jute Industry", The Business Review. Vol. Wo- 1, 1977, p.
Rehaan Sobhan & Huaaffer Ahaad, c p . c i t . ,  p. 313*

47. Ib id ., p. 313.
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va.B Influenoad by loeal* p o lit ic a l  and cirouBetantial pr*asttr«8, aa such

i t  vaa not done a tr ic t ly  on the bafilB o f  adueatlonal background and train
ing

ing* After lib era tion , the then aovemment o f  Bani^adeah oreated an 

Industrial Manageaent SerTiee (Z.H«S«) to nan the nationalised industries 

and made provision for  the training o f  pereonnel both Inside and

ou tdde  the country. Though th is was an appropriate step , i t  was only a 

partia l solution to the Hanagesent proUleBs o f  the nationalised Indus- 

t r ie s  under the seetor corporations* Reports subaitted by d ifferen t 

agoncies and research oondueted by scholars in  ]>re->liberatlon and post 

llberotion  periods point to the fact that a substantial number o f persons 

oarryiag on Managerial roles were untrained and th is  was one o f  the most 

fonsidable iapedlaents to e ffio ien cy  and p ro fita b le  perfomanee o f  indus

tr ie s  in  Bangladesh, figures supplied by the sect## corporations Manag

ing the nationalised induatriea put the nnnber o f  persons re({uiring soae 

foroa l oanagenent training at 10,000 in  197^*^ The Seoond IlTe T4ar Plan 

aloo reoogniaed the need fo r  aanageaent training and states that **a progre-

Rurul Islam, Development Planning in  Bangladeshi A Study in  P o l it i 
cal Economy, Dacca, tJniversLty Press lim ited, 1979, p* 226.

^9* Report o f the ILO/TTIfDP Mission on Managemnnt Development in  the 
People's Republic o f  Bangladesh, I .L .O ., Geneva, Oct, 197^*
Ranagement Training in Bangladesh, I.L .O . Regional O ffice ,
Banskok, 1973 (T^npublished Report}*
Report on Misalon on Management Development in  Bangladesh, F.C.O,/
O.D.M« London, 1972, Report on Management Training Committee,
KLanning Cow ission, Ooverimient o f  Bangladesh, 1972«
Investigation o f  Productivity and Costs in  Member H ills , Pakistan 
Jute M ills Association, Armitage and I^orton, 1968.

30m Keport of the ILO/UNDP Mission on Management Development in  the 
People's Republic o f  Bangladesh, I .L .O ., Geneva, Oct«, 197^«
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Bolvo fflanagtHtat dvrelopMBt po licy  should b« peroued and maaKgvoaut 

peraoaaial at a l l  l«T e ls  should be trained at appropriat* Institutiona at

homo and abroad*

Shortage o f  trained ooapetent managers to plan, d lreot, control and 

co><ordinate la  aeriously a ffeotin g  the functional area* o f  ■anagement* 

fo rts  are needed to develop trained laanagerlal personnel and to regulate 

Qderatlon o f trained Managers by providing adequate remuneration and inoen- 

t lv e .

In the sector corporations, the enterprise managers do not possess 

the real authority fo r  decision aaklnc and operational freedom. Two o f  

the country's leading anthorltles on the subject put I t  lik e  thlst *'A mana

ger has lim ited and defined authority over matters o f  personnel adminis

tration  In his enterprise. In other than personnel aspects, the general 

and factory administration o f the enterprise i s  c lo se ly  controlled  by the 

corporations and the enterprises seem to have l i t t l e  f le x ib i l i t y  or  autho

r ity  in  the matter. This i s  hindering the functioning o f  the enter- 

prisem* Lack of authority stands in  the m y o f  taking bold and imaginative 

decisions* DeoisionHsaking becomes cumbersome and time-consuming* One 

v r iter  deaoribea the situation in  the follow ing manners

*The safest way i s  to take a ĵ ow, cautious, and shared d eci^ on ,
satiafactory to many but in e ffectlT e  fo r  the firm. Hence the
nationalised Industries laek the basic capab ility  o f  talF^ng non-
prograsned deoislons ...*•••• Renoe, Instead o f  being dynamic,
decisloa  making i s  reduced to a sa fe , stereotTped and sta tic
process which i s  fundtfientally designed fo r  sa fety  f i r s t ,  general
sa tis fa ction  and harmony*

5Ti The Second Wve Tear Plan (S .n T .P ,) ,  Flanidt^ Commiselon, Govern- 
meat o f  the People'a Bepnbllo o f  Ban^adesh, P. x n i ,  24.

32, Hehman Sobhan and Huzaffer Afamad, o p * c it . ,  p. 326.
55. K. Bablbvaiah, Problems o f  NationBlised Industries in  Bangladesh,

Th* BuaLneaa Ravlew. Vol. 3. Ho, 2, Ajprll-June, 1977# P* 21*
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Too mueh o«ntrali»atlo&  o f authority at tha corporation leve l thus 

stands In the way o f proper dlaqhwpgo o f managerial funotioiie. The Second 

Year Plan o f  Ban^adteeh recommende adequate delegation o f  authority 

to enterprisea and the fonaation o f  high powered enterprise Management 

Boards to take managenent decisionG within the fraaework o f  the pdLiey 

la id  dDWn by the Oorernisent. :%e ELan ctlao refers to Inadequaeieft in  orga«
54.d sa t io n  and nanageBent practices* Xt suggests that these inadequaoies 

can be removed by continuously revievins organisation structure, sta ffin g  

pattom , p o lic ie s  and prograiases fo r  personn^ d^Telopment, financial and 

accounting practices including procurement and sales pollcieS f quality o f  

tdohnioal manageoent and v«rloua administrative parameters such as proper 

dollneatlon o f duties and resp on s ib ilit ie s , span o f  control at d ifferen t 

le v o lc , supervision and coiamunioatlon praotlcesi and delsgatioa o f  autho

r ity  Momenearftte vith responslbtllty  at d ifferen t levels .^^

Han&gere are surroundsd by a forsddable array o f  proULens such as 

power fa ilu re i absence o f  an industrial labour fo rce , labour unrest, 

finance. Inadequate maintenance o f  old  and in e ff ic ie n t  equlpaent and fr e 

quent p o licy  ohanges at the OoYemnsnt le v e l. ‘Hiese t e l l  upon the e f f l d -  

ency o f  the sanagers. In an export oriented industry llkft ju te nanufac- 

tuxlngf iBanagers face serious c o ^ t i t l o n  in  wrkeMlng the products o f  

their industry in  the international n^rkct*

Hansgers in  the public sector enterprises do not have c learly  

defined objectives* In contrast, maaagers In the prlvcite sector industries

3^, Government o f  the People's Bepubllc o f  Bangladesh, Planning Conmission, 
The Second ilv e  Tear Plan (1980*1935), p* XI2I«24«

55.  Ibid , p. X III.
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have con53«rativaly better defined objectivea* The absence o f clearly- 

defined objeotlves hinders strategic planning and creates confusion* This 

also adversely a ffeots  managerial comffiitnent to the ob jectives to be pur

sued, ̂

Managers in the public sector enterprises have to reckon with many 

iEtarest groups while managers in  the private sector have to sa tis fy  a 

lim ited nujaber o f such groups. The in terest groups in  the public sector 

enterprises make con flictin g  deaands on the enterprise. This puts the 

managers in  a quandary.

Managers in  the public sector enterprises are evaluated on the 

baQis o f  c r ite r ia  la id  donn in the Annual Confidential Reports (A .C .B .). 

The A.C.H. is  written by the senior managers who* I t  i s  alleged, are not 

impartial in writing the saae. In some cases. Annual Confidential Heports 

are not written on a regular basis and are not given due importance in  

deciding cases o f promotion. "Apparently there is  no means to know who 

i s  a good employee and who i s  a bad one* This means treating a l l  employ

ees at par and on the basis o f  seniozlty without d ifferen tia tion  as to

merit and technical coopetence. The result i s  apathy, in d ifference and
57even eonetimes callousness as to the performance o f  assigned du ties." 

Absence o f  proper job descriptions hampers appraisal o f  employees. The 

situation i s  d ifferent in  the private sector enterprises where promotions 

are more lik e ly  to be made on the basis o f  performance and competence.

56. H. Habibullah (1977), o p .c i t . ,  p. 17.

57. Ib id ., p. 20,
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with th is diseussion about the ju te  Indnstryt tha Ban^adcsb Jute 

lU lls  Corporation» aaiiagementy accounting and budget systeiiB followed by 

the corporation and the enterprLsea under i t  and the general managerial 

en-olronment prevailing in  Bangladesh, in  the next chapter we proceed to 

discuss the budget aharaoteristics and fflanagers' responaes regarding 

thorn.
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CHAPTER -  IV

BUDOBT CHABACT£SI8TICS

^.1 Bttdg<t Charaot»rl«tlos.

chapter disousssa tha buds«t oharaetcilatlas and the reaponaea 

o f  the managera regarding thea. Budget eharaoteriaties are lik e ly  to 

have a ai^iilfieftnt e ffe c t  on the aeceptanee and use o f budgeta. SLaion, 

ot al« found that certain budget charaeteiiatlOB ar« Important deterai- 

nants o f  budget acceptance b j budgetees*'* Frank C olllna '^  study auggeats 

thot perceived budget oharaetexd.stleot attitudes toward these characte'* 

r loticB , and peraonal f le x ib i l i t y  are Important oorrd.ates id.th budgetary 

recponse attitudes. Re concluded that budget ch aracteristics are related 

sign ifica n tly  to budget response attitudes.^  Tbe budget ch aracteristics  

that have been considered for  the porpose o f  this study arei

( i )  f le x ib i l i t y ,

< il)  A tta n a b illty ,

( i l l )  Uaftlinesa, and

(iv )  Follow-up.

As already kentioned, data relating  to these Tariables were co llected  by 

odBtinistering a questionnaire using a Zlkert-type response sealing.

F lex ib ility . Buaineaa operates in  on uncertain environment. Hence, 

CKjnditione may not coincide with those that have been fbreoast. There* 

fore , a ClxeA budget i s  outdated oLnce the anticipated relationship o f  

one esgpense item to another and o f  incones to expenses may not hold good*

1 .  B,A. Simon, Harold Quetzkow, Q* Kozmetsky and 6* Tyndall, o p .c l t . ,  
p . 2^.

2. Freink C ollins, o p .c lt* , pp.
3. Ibid, p. 331.
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A fixed  budget represents a series o f appropriations* Fixed appropriations 

have their usefulness for  modern management but they can not take the 

place o f  a dynamic opemting programme. This dynamic character gives 

special meaning to the managerial budget. F le x ib ility  introduces nece

ssary dynamism in  makes then more rdevant fo r  the manager*

Many authors stress the importance o f  f le x ib i l i t y  in  budgeting. The 

following may be notedt

"Budgets must be capable o f  f le x ib i l i t y .  This i s  fundamentally the 

r e a ilt  o f management attitudes and not inherent in  the budget i t s e l f .  

I^anagement must recognize that forced adherence to a plan could cauae 

decisions to be made that are not in  the long-run in terest o f  the business. 

Unforeseen opportunities may arise which «ere  not planned. A decision  

resulting in a s ig n ifica n t, unfavourable variance on the short range plan 

may be the best alternative in  terms o f  long range p ro fita b ility . Failure 

to take advantage o f  such situations may resu lt in adherence to the budget 

but also in  dysfunctional consequences in  terms o f  achieving the ob jectives 

o f budgeting."^

"The business budget, i f  I t  possesses proper f le x ib i l i t y ,  w ill 

provide an instiument for  the control o f  operations and costa.

"Perhaps in f le x ib i l i t y  i s  the greatest danger in  budgets. Even i f  

budgeting i s  not used to supplant management, the reduction o f plans to 

numerioU. terms gives them a kind o f  i l lu s iv e  defin iteness. I t  i s  en tirely

V, Bruce Irvine, o p .c i t . ,  p. 88,

5 .  J.B. Heckert and J.D. tLUson, ^ s in e ss  Budgeting and Control, 
N.T., The Bonald Press Co., 1955| P* 6?.
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poaclble that •vents w ill prov* that a l«rti«r  auoount should b« apent 

fo r  th is kind o f  labour or for  that kind o f  natarial and a snailer aoount 

fo r  anothcrt or that aalas *111 oxcosd or fa l l  mataxlally balov tha amount 

forecast. Such dlfferenoes aay neike a budgat obaolata as soon as i t  i s  

made} and i f  nanagsrs « fs t  stay within the stra itjaeket o f  their budgets 

in  ths faee o f  sueh events, the ussftaness o f  the budgets i s  reduoad or 

negated*"^

"E ffective  oontrol for managerial purposes requires f le x ib i l i t y  

rather than steadfast adherence to any given plan o f action* It involves 

identifying and weighing a great number o f  possib le alternatives in  order 

not to be Caught unprepared should even the most unlikely evsntuality
7

occur*” *

F le x ib ility  in  budgets can be introduced through the following 
8

m eanst

( i )  Variable budgets*

( i i )  Supplemental budgets,

( i l l )  Authorised vaxlanoes,

( iv )  Supplemental forsoasts,

(v) Review and revision .

Vai^lable budgets, also known as f le x ib le  budgets, slid in g  scale budgets, 

expense foraula budgets, expense oontrol budgets indicate the changes in  

escpenses or costs in  relation  to changes in  volume, output or a ct iv ity .

6.  H. Koonts and C* 0* Donnel, Management t A SystMts and Cafctingeney 
Analysis o f  Managerial Functions, 6th ed», Tokyo, MoGraw*QLU 
Kbgakusha, L td ., 1976, p* 662*

7* William Travers Jerome H I , Executive Control* The Catalyst, N.T., 
John m iey 1̂ Sons, In c ., 1961, p« ^0*

8« l?*D* Knight & E.H. Weinwurm, Managerial Budgeting, New York,
The Macmillan Company, London, CoUier-Maomillan Ltd ., 196^, p .^3.
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Vorlftia* budgcta « r «  dyiuuBie budgets in  that expanse allowance fbr any 

Toluzne, outi«t or a o t iv l t j  ean be osaoulated ea sily . This fa c il i ta te s  

the adjustaent o f  budget allowance to the actual illume before co^>arlson 

with aetnal allowance*

FlexittLlity can also be provided by aeana o f  sup^leHeatary authori- 

antiona to a particu lar project I f  the expiaditure orlglnalLy authorised 

turn out to b« inadequate fo r  the parjioae*

Authorloed Taxlancest both form ^ and In fom alt can be used to add 

f l e ^ b i l l t y  to budget a* Pomal authorised Tarlanoes ean be used for  aeet* 

ing situations nhare there are unanticipated changes in  costs o f  aatexlal 

o r  labour during the budget year* Infortoally authorised Tariancss can 

take care o f cases «hare t ^  manager o f  a departnent la  in  s  position  to 

ju s t ify  the expenditures in  excess o f  his budget fo r  a particu lar Iteoi o f  

expense*

In the case o f  suppleaentsl foreoastst the original budget reaalns 

unchanged during the budget period, Qianges in  the buainess enviroment 

are enbodied in  the supplaaental forecasts so that the la t te r  can aapple- 

ment the original budget.

X lex ib ility  in  a budget can also be introduced through periodic 

reined and revlsiott o f  th« budget*

Budgets of the enterprises under B.J.H.O. a ri prepared on a fixed  

basis keeping in  view the production target set by the corporation* These 

budgets ^ow a fixed  volune o f  production* GonTereion, adninlstratlon 

and se llin g  cost budgets are drawn accordingly* This makes the budgets 

in fle x ib le . Budgets are revised only oncst th is  being at the time o f  

approval o f  the budget fo r  the coming year. This revision  i s  made fo r
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the uiiexpir«<l p«riod on tb« baois o f  the aetusl position  o f  the expired 

budget period. In the case o f  revenue expend! turea, enterpriaea inourrlng 

expenditures beyond budget show them aa unfavourable rarianoes In the 

report with reasona for  the sMe« ICa the caae o f  oapital expenditure9« 

prior peralasion la  to be obtained from the corporation fo r  exeeedlng the 

budget* Enterpriaea are to go by the batch ooapoaition and produce accor

ding to pro<hiction plana o f  the corporation. They can deviate froa these 

only by ac<jttiring peralasion from the head o f f ie e t  which ia  a time cenaua- 

ing proeeaa. la  a centraliaed aaaag««ent syatem, dedaioaa regardiae auch 

thinga as production, aarketing and personnel are taken at the corporation 

le v d  and the enterpriaea are to go by these dedelon s as embodied in  their 

budgets. Aa a result* enterprise nanagoient fea l that budgets lack f le x i 

b i l i t y .  Budget in f le x ib i l i t y ,  i t  seems, also steaa froa  enterprise In fle x l-  

b lU ty .^

Manaf êrs* responses regarding budget f le x ib i l i t y .  Data co llected  by the 

reaearoher in  thia study show the following pattern o f  aanagera* ^aponses 

to budget f le x ib U ity i

9. Hehisan Sobhan and Huaaffer Abvad, o p . d t . ,  p. 309 & p. ^30.
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R«spoB8«a o f  managers regardixig budg«t f le x ib i l i t y .

87

]^ e a t  o f  
IlwdLbllity

♦ t I ? I
V«ry Buoh } } Neither ; In fle -  I Tery nnioh }
f le x ib le  • f le x ib le  ' f le x ib le  ; s ib le  ; in f le x i -  ; Tbtal

i 1 I nor in -  j i b le  ;
! ; f le x ib le  ; ; ,Type

o f monagero''-~^l J •

Enterpriae Bead 0 6(31.58) 0 13(68.*»2) 0 19 ( 100)

Production Hea4 9 3(15.79) 0 16(8*»,21) 0 19 (100)

Sales Head 0 2(10.53) 0 17(89.*»7) 0 19 ( 100)

% ta l I 0 11(19.30) 0 ‘»6(8o, 70) 0 57 (lOO)

(Figures in  braolcets are rov peroentages)

Froa the abore tab le , i t  id 11 be seen that about 8l9£ o f  the managers 

inter'vieved looked upon budgets as in fle x ib le  while 199̂  o f  them viewed the 

budgets as flex ib le*  About 329( o f  the enterprise heads, l65lf o f  the prodno- 

tioQ heads and 11jl( o f  the sales beads saw the budget as fle icib le  while 

about 6Bfi o f the enterprise heads* 8̂  o f  the production heads and 89^ o f  

the so les  heads viewed the budget i s  in f le x ib le . Of the managers *ho sa« 

the budget as f le x ib le , 55!î , 27  ̂ and 18$!̂  belonged to  the categories o f  

enterprise heads, production heads and sa les heads respeotlTely. Rone o f  

the mnagers interviewed looked upon budgets as very much fle x ib le  or Tery 

isuoh in fle x ib le .

The proportion o f  managers viewing the budget as in fle x ib le  i s  

highest among the sales heads. Tills Is  primarily due to the fact that 

sales are centrally  managed at the leve l o f the corporation. Orders 

are received by the direotormts o f  marketing o f  the corporation. These 

are pamsed on to the enterprises fo r  the purpose o f  shipptng the goods
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to the parties. Thle i «  true fo r  aonieatic as well as foreign sa les.

Because o f  the oentrollsed oontrol o f  8fQ.es« the sales budget at the enter** 

priae le re l loses mtoh o f I t s  rdeim noo.

As alread7 explaiasd elseib«ret budget guidelines are prepared at 

the head o f f ic e  o f  the corporation as per poliey  d irectiTes o f  the Oovem- 

metib which decides ho* much hesaian« sftckittg and carpet backing cloth  

vould be produced Ih the n«x^ year* The corporation a lloca tes  the tota l 

production target aaong the enterprlsee under i t  on the basis o f  their 

Installed  capacity. ICrery enterprise i s  glTen a target o f  a certain  anount 

of heseian, sacking and earpet backing d o th  fa r  loos  per hour. Therefore, 

the production target beooaes a loost in f le x ib le . Besides produstlon target* 

batch coBposition, consumption rate o f  d irect matezlalst wastage percentage 

ate. are stipulated by the direotorate o f production planning. These are 

thon incorporated in  the budgets o f  the enterprises. These can be changed 

only in  exceptional circttmstance* with the p rior approval o f  the said 

directorate. The process o f  approval i s  cumbrous and d ila tory . Hence« a 

majority o f  the production heads regarded the budget as in flex ib le*

A re la tiv e ly  larger proportion o f the enterprise heads considered 

the budget to be f le x ib le .  &}wever« th is  f le x ib i l i t y  does not re fer  to 

production target. They consider the ooat budgets to be flex ib le*

'»*2 A tta iaabllity*

A budlget contains goals or ftargets fo r  each segment o f  the organisa

tion* These goals may be very loose  and easily  attainable or  very tigh t 

and unattainable. Sasily attainable ®oals present no challenge to p a rt i-  

dpantG and, therefore, have l i t t l e  motivational e f fe c t .  Very tight and 

unattainable goals, on the other hand  ̂ result in  fkelings o f  fa ilu re .
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fruetratlon , lo « « r  aspiration l#vela , ami may «ven r«sa lt  in  r«J«otion o f  

goals by th« participanta.^^

A a a jo r it j  o f  text books on budgeting suggast that budgtt goals 

should ba tight but attainable fo r  motivating the particlpaLnts* Hofstede^^ 

stated that tigh ter iMdget goals lead to higher motivation; but t i ^ t  

budget goals bexond a certain lis d t  roduce motivation. Locke^^ also stated 

tliat d lf f ie u lt  task goals lead to better perforaaaoe than easy goals.

Izzetin  Kanls^^ found that the **teo t igh t" leve l o f  budget goal 

d i f f ic u lty  has adverse e ffe c ts  on the attitude and budgetary performance 

o f  Donogers. The "tight but attainable'* range appears to be the optimum 

level o f budget goal d if f ic u lty .

Xherefore* i t  i s  in  the best Interest o f  the organisation to set 

budget goals that are attainable and at the same time ohallenglng to the 

pa?tlcipants so as to meet th eir esteem and B d.f-aotualisatlon ne«ds.

This n i l l  engender a feelin g  o f  aooeptanee o f  budgets by the partiolpants.

As the a tta in ab ility  o f  budget goals Is  important, a sound system 

of control should contain mechanism to prevent the develoiMMnt o f  unfavou-
__________ _ «K
rable gaps. Ranseh' anggeef s leehaStsBs H k# p a r t le ip a t l^  budgettegi -----

fle x ib le  budgeting and establiehment o f  a range o f  perforaanoe lev e ls  fo r  

each goal.

10. £ . Becker ft D. Qreen, Budgeting and employee Behavior In William S« 
Thomas (ed) Readings in  Cost Accounting, Budgeting and Control,
Boebay, Taraporevala Sons & Co. Psdvate L td ., I970t PP* 38^-390.

11. G.B, Hofstede, o p .c i t . ,  p. 160.
12. S.A. Locke, ''Tb«^ds a theory o f  Ibsk Hotivatlon and Incentives". 

Organisational Behaviour and Ifaaan Performance (Hay, I968),pp,157-189»
15* Issetin  Kenis, o p .c i t . ,  p. 716.
1^. li^meet I . Hanson, **Thc Budgetary Contr«d ?\inctlon'*, in Robert J. 

Hookler ( e d . ) ,  Beadings in  HaAageudnt Control, H.T., Appleton 
Century-Crofts, 1970, p. 331.
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jjanaEere* raaconaea regarding a tta in std llty  of budgets.

On being asked «bout the attEiiiiability o f budgeta, the Bana^ers 

replied as follow si

table No* ^*2

Hesponsee o f aanagera rogardlng budget a tta in a b ility .

A ttainability  

Typo
o f  raas«gers

tTi^ttainatal e
\

Total

finterpri** Head 

Production Head 

^ales Head

5 ( 26, 52) 

2 (10,53) 

2 (10.53)

(73.68) 

17 (89.^7) 

17 (89.^7)

19 ( 100) 

19 ( 100) 

19 ( 100)

Total t 9 (15.79) 57 (100)

(Figures In braekets are vov percentages)

The aboTe table ebows that o f  the managers peroelTed the budgets 

to be unattainable eh ile about l 6ŝ  pereslTed then to be attainable. About 

26,̂  o f the enterprise headst 11?̂  each o f  the production and sales heads 

tarsaliA Jto be a tt^ oa b le  vh ile  1**% o f  the enterprise

heade and 8991̂ each o f the prodnotion and salea heads looked up^n the 

budget targets to be unattainable* ProAiction heads and sales heads had 

Identiosl reeponsea regarding a tta in a b ility . Of the managers who percei

ved budgiets ae attainable, about 56'̂  belonged to the category o f  enterprise 

heads and 22  ̂ each to the «ategorl«»3 o f  production and sales heads.

A na jority  o f  the managers seems to perceive the budget targets as 

unattainable. This seems to be the cutcome o f  k budget peredved as 

un rea listic .
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A budget quantlfl«B th« future plaA o f  an ^ntarprlae* Th« plan 

i t s e l f  should b« fr « «  from *undue conserTatlam and irration a l optlmlsa* 

so that th« budget b«ooa«« r«a listlc«^ ^  A ra a lis t io  budg«t contains 

targeta fo r  produetlont sa l*s, ooats, productivity which can raasonahly 

bo attained. In setting Vudgut targets a l l  reI«Tant factors , external 

and in ternal, should be taken into oonsideratioa. Sose o f  these factors 

oan be controUedf vhile others must simply be accepted* The external 

factors to be considered include p o lit io a l condition, eeononic condition, 

and popolation changes. The internal factors include plant capacity, 

avG ilabllity  o f fa c i l i t i e s ,  personnel and ca p ita l, cost behaviour and i t s  

con tro lla b ility  and the tine factor in-rolwd in  the cycles o f  procurement, 

production, d istribution  and incooe realization .^^ Unless these are given 

due ve i{^ t in  setting budget targets, the budget i s  lik e ly  to be unrealistic* 

An unrealistic budget i s  lik e ly  to a ffe c t  adversely the attitudes o f  the 

people idio are to vork with it «

In the Case o f  enterprises under B.J.M.C. as already stated targets 

aro set in  the budget fo r  production, production costs, sa les, percentages 

o f  wastage, and p ro fit . These targets are set by the corporation on the

basis o f  the past perforaance o f  the enterprises and l ik ely  futura p r o a --------

peoto o f  the industry. Xt has been found that the targets set were not 

genei'ally achieved by the enterprises* It  has s lso  been found that, in  

one year, an enterprise budgeted for  p ro fit  but at the end o f  the year i t  

turned out that the enterprise had sustained a huge lo s s . Conversely, an

1?« a.A. Welsch, Budgetingt P ro fit  Planning and Control, Sn^ewood 
C lif fs ,  N .J., Prentice-Hall, In c ., p , 35»

16. Heiaan C. H«lser, Budgetings Principles and Practice, New Tork,
The Itonald Press Coapany, I959t
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•ntorprle* budgeting fo r  loaa oaffle up udth p ro fit  at th« «nd o f  th« year. 

TIiI b waa partly  due to faulty plamdng and partly du« to faotora outside 

the control o f the BMnagenent. Iliese undensiae the laportaaee o f  budgeta.

Production targets are set on the baaia o f  the number o f  budgeted 

loom£i, norking days and production per loom per hour. In the budget guide* 

lin ss  for  the years 1976-1977# 1977-1978 and 1978-1979 a unifora rate o f 

proc^ctlon per loom per hour waa aet fo r  a ll the enterprises irreapeotive 

o f  the condition o f  the aaohinery sad the working environment o f  the enter

prises. Some o f  the enterpriaea have very old and outdated machinery, 

some haTe shortage o f  back process machinery, vh ile  aome o f  them hare 

codcrn machinery with no shortage o f  back process machinery. I f  a ll  o f 

thea are placed on the same footing in  respect o f  a production e ffic ie n cy  

tarj;at ( i . e .  production per ^oom per hour), the target « iU  not be re a lia - 

t i c .  But in  practice , a ll  enterprises are treated at par. Aa a result 

management may not accept the target in  the right s p ir it .

^ e  budget ia  prepared on the basis o f  a production target and an 

assumption i s  made to the e ffe c t  that a ll goods produced w ill be sold .

The va lid ity  o f  this aaaumption la  seriously  queationed by the enterpriae 

m akers~aa the >olTuie toiA price o f  fhe Jute gooda i^e r e s ta te d  by the 

forces in  the international market. In aome yeara, the sa les targets 

could not be achieved due to a alack demand fo r  Jute gooda in  the in ter

national market. Aa ju te gooda fetch  a substantial proportion o f  the 

foreign exchange earnings o f  the country, there ia  no id tem ative  but to 

e i^ r t  jute gooda according to the diotatea o f  the foreign market. The 

price offered  ia , at timea, fa r  below the coat o f  production o f  gooda.

This situation haa been aggravated by coopetitlon  from synthetica and
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high t a r i f fs  imposed by aoae o f  the Iniportiiig oountrles* The high cost 

o f  production du* to auoh things aa high «ages« high cost o f  rmv Batsrials 

and other oonMimahlss, and inoraasisg po««r rate i s  adversely a ffecting  

the oompetitiTe position  o f  BangladeeM. Jute goods* These are beyond the 

oontrt^ o f  the enterprises* Fattlty doaand foreoasts advers^y a ffe ct  the 

so los target* Sales forecasting needs lmpro7eiaent*

MoreoTer, the enterprise aanagers are to operate under nany environ- 

oen^al constraints* Soae o f  the constraints are beyond the control o f 

entorpzlse «anageB«nt and soaetimea beyond the oontrol o f  tho corporation*

For inatance, Managettent hardly has any control orer power fa ilu re  and 

labour unrest arising out o f  pay-soales and fringe benefits* These cons

traints stand in  the way o f  attainment o f  budget targets*

The above circumatances cospled idth the absence o f  flesd b le  budget

ing and respoxudbility accounting have reaulted in  non-achieveaent o f  budget 

targets during the last few years* The enterprises reported unfairourable 

budget variances in  respect of alaost a l l  the targets* Seoords o f  p n d a c- 

tion  perforaance o f  the enterprisea fo r  the years 1976-1977* 1977-1978 and 

1978*1979 shoved constant sh ortfa ll v±s-*a-vis their budgeted production 

( Appendlx»9) * Intervie w  vith  th »  CMwT AccoaBtant and t te  S^iier Deputy 

CltLef Accountant «ho happens to be the Haabar-Seoretary o f  the corporation 

Ottdget Coaad-ttee reveal that budget targets vere set at a higher le ? e l in  

order to activate the entexpriae aaaag^ent to attain a high le v e l o f  perfor

mance* As a resu lt, as one o f  them ooaimentsd, "actuals never coae close  to 

budget targets*"

-  7941
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? Timeline8 B .

Tiffleliness i s  an important characteristic o f  a good budgetary system, 

^m ellnees i s  required in  the issue o f budget guidelines and preparation 

and app:*oval o f budgets, preparation o f  performance reports, control action 

and follow-^p#

Budget guidelines embodying the basic premises on which budgets 

are to be prepared should be made available to the managers for  f a c i l i t a '' 

ting the timely preparation o f  budgets* None o f  the enterprises use 

budget manuals which could specify  the time schednle to be followed during 

the d ifferent phases o f  budget deTelopment, Specification  o f  a time sche

dule enables the ffianagement to approach budget planning and preparation 

in  a systematic manner. The timely involvement o f  concerned people may 

lead to better planning and co-ordination.

Timeliness i s  to be followed not only in  the preparation o f  budgets 

but also in  their approval. The importance o f  timeliness i s  underlined 

by many authors. Welsoh writes that ’ 'nothing detracts more from the e f fe c 

tiveness o f budgeting than oomp^etion and, hence, distsributton o f  the
17budget several months a fter  the period has started.**

Performance reports should be issued p erlod iea lly . Such reports

should be sent to the oanevrned manager shortly a fter  the end o f  the
Cr>-

period to which the report relates so that necessary corrective action 

can be taken in  the future. Delayed reports are o f l i t t l e  value as the 

concerned manager w ill not take them seriously .

Timely control action and follow-up w ill put the buslnesB on i t s  

right course. Delayed control action and follow»iip w ill mar the ben e fic ia l

17. Qlenn A. Welsoh^ o p .c i t . ,  p» 51*
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e ffe c ts  o f  budgeting* Con*«qu«ntlyt timellnvsa la  o f  prlnc Inportano*

In oaklag th« biadgetary prooeaa a suoceas.

j^jaellDgBB In the iaaue o f  tudgat gttld«lln«a by the c»rporation.

Enterpriaea under B.J.H.C. reoeive budget guidelines by April/Hay every 

year. Budget guideUnes fo r  1976-1977, 1977-1978 and 1978-1979 were issued 

on 2nd Hay, 1976, 1*»th May, 1977 and 2nd Hay, 1978 reapeotively. Hanagera* 

responses regarding the timeliness in  the issue o f  budget guidelines were 

as foU ovst

Table Bo, ^.3

Beaponaes o f  mnagsrs regardXag the tlneliness 
in  the issue o f  budget guidelines.

Bxtent o f  t ise lin ess
tte 1t

---------------------,
i
1

)1
1

in  the issue o f  budget 
guidelines

f
I
•
f

TLaely
t11
t

Not Timely | 
1 •

Totia

Type \■ t
1 1

managers
ff
f t

1
11* ....

Enterprise Head 17 (89.«»7 ) 2 (1 0 .5 3 ) 19 (1 0 0 )

Produotlon Head 15 (7 8 .9 5 ) k (2 1 .0 5 ) 19 (100 )

Salsa Head I'* ( 7 3 .6 8 ) 5 (2 6 .3 2 ) 19 (1 0 0 )

Total I (8 0 .7 0 ) 11 (1 9 .3 0 ) 57 (100)

(Figures in  the braekets are row perc«itages)

The aboTe table shows that about o f  the aanagers interviewed f e l t

that budget guidelines were issued in  tia e  while o f  them fe l t  that

budget guldelinea were not iaaued in  tine* About 89?̂  o f  the enterprise 

heads, 799$ o f  the production heads and 7 ^  o f  the salsa heads fe l t  that 

tlmolineaa *as observed in  the issue o f  the budget guidelines. About Ml%
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cff the entarpris« hesds, 2196 o f  the pxoduotion heads and 27^ o f  the aalas 

heads stated that tin«Iltiess «aa not obearvad In the isaue o f  the budget 

guldellnaa. They opined that the budget gu id^ ln es should be issued 

earlier eo that enterpriaea would have enough time to prepare the bvdgets 

in  deta il and forward thea to the corporation and sonal o f f ic e s  In tise*

13.mQlinesa in preparation and «ubsle£don o f budgets by the entsroriaea*

lianagera* responses regarding tiae lin ess in  preparation and subnission

o f  budgets were as undert

Ikble No« 4.4

Responses of oanagera r^ard lng  tiae lin ess in  the 
preparation o f  budgets*

Ebctent o f timeliness 
in  the preparation 

' o f budgeta

Type
o f Danagers - „

Timely

I1
Hot Timely * t 1

1f11t

Tbtal

li^terprise Read 18 (94.7*>) 1 (5 .26) 19 ( 100)

Production Head 17 (89.^7) 2 (10.53) 19 ( 100)

Sales Bead 16 <84.21) 5 (15,79) 19 ( 100)

tota l 1 51 (89.%7) 4 r ib .5 3 l~ 57 <100)

— (H gurea in  brackets are row-percent ages)

It  oan be seen fros  tiiie above table that o f  the respondents 

fe lt  that tiae lin ess was observed in  the preparation and subiaiBsion o f  

budgets while about 11S5 o f  thea fa it  that the preparation and aubmissiott 

o f budgets were not t ia e ly . About 95B5 o f  the enterprise headst 899̂  o f  

the production heads and 8^  o f the sales hea4s were o f  the opinion that
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the preparation and subnlsBion o f budgetv w«re tla e ly  while 5  ̂ o f  th« 

Enterprise Heads, about 113̂  o f the production heads and 165̂  o f  the sales 

heade stated that tim eliness was not obsvrved in the preparation and sub

mission o f  budgets*

l^meliness in badget approTal. Budget sgpproval i s  ^ven by the Board 

o f  D irectors a fter dLscuasion and fln a lisa tion  by budget oomndttee con sti

tuted fo r  the purpose by the corporation. Discussion and fin a lisa tion  

meetings are held at d ifferen t zones o f  the corporation. This process 

takes a lo t  o f tine as the enterprise representatiLves are required to 

take part in  the deliberations o f  such meetings* After fin a lisa tion , 

budgets are submitted to the Board o f  Directors o f  the corporation fo r  

approval which Is  done as a matter o f routine. After approTaZ, the cost 

and budget section o f  the corporation sends the approved budgets to the 

enterprises. The approved budgets fo r  1977-1978 were sent to the enter

prises in October» 1977 «»d those for  1978-1979 ••re received by the enter

prises in November, 1978. The budget period commences from July and ends 

in Jtm«. The approved ludgets thus reached the enterprises about k months 

a fter  the domnencement o f  budget period. During this Interregitum the

enterprises operated on the basis o f  budget s id e l in e s  and draft budgets 

submitted to the corporation. All the managers interviewed f e l t  that 

timeliness was not followed in approving the enterprise budgets. This 

seems to undermine the importance o f  budgets. Apparently people at the 

corporation leve l give only half-hearted support to the budget programme.
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jjaelin asa  In the prwmratlon «ad aubmlaalon o f  aonthly r n o r ta .

Ma&agsrs Interviewed also fe l t  tbftt ticEelineas was followed in  sending 

scnthly reporta to the corporatioi^zoaal o ffioea*  ^terprlaea  are under 

obligation to send reportat oo they send them. Manager a Interviewed alao 

ctated that badget reporta for the funotional areaa o f  aanageaent were 

not prepared t lM ly . This was due to pre*oocupation o f  aooounta peraonnel 

vdth the preparation o f  reports ib r  the oorporation and oth«r routine 

accounting work.

ia.inelineaa in  perfor«ance review at the zonal la r e l* Managera reeponses

to  tiaelineaa in perforaanee review ware aa undert

Table Ho.

Heaponaea o f  oanagers regarding tlmelineaa in 
perforsanoe review.

Extent o f  tiKelinaaa 
in  perforaanoe 

review

1I1
• Timely 
t 1 1

1

• Net t ia e ly  
t 1 
A

Total

Type
o f  nanagera  ̂ ^

t
tf
1

ttt11f

B&tarprlae Bead ( 73. 68) 5 (26.32) 19 (100)

Production Head 12 (63.16) 7 (36.8i>) 19 (100)

Salea Head 11 ( 57. 89) 8 ( ‘»2.11) 19 (100)

Tbtal t 37 (6 »̂.91) 20 (35.09) 57 (100)

(flgurea in braoketa are row peroentagea)

The above table diowa that about of the oanagers interviewed 

f ^ t  that tiaelineaa waa obaerved in  perforaaAce review itoile 33^ 

them f e l t  that Ufflelineaa was not followed in  the review o f  perfor«ance«
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About 7 ^  o f  the MiterprlB* headst 63SS o f tlis production heads and 

o f  the saX«B heads stated that tlmalinesa «as followed in  the review o f 

perfoziBaiice* Bat 26^ o f  the enterprise headSf 375̂  o f  the production 

heads and o f  the sales heads f e l t  that tin elin ess was not obserred 

in the review o f  perfonsanee.

The performance reports relating  to a month are prepared in the 

f i r s t  seek o f  the next month, Svery saterprise in^axiably sends then 

to the sonal o f f i c e  pad corporation head o f f i c e  on t lg e . The review 

meeting i s  chaired by the Zonal OsnermL Manager and I t  i s  attended by 

the enterprise head and the accounts head. The production head and the 

■alee head are not invited to attend the aeetlas. This Meeting I s  held 

in  the second week. On the basis o f  the perfornanoe reports o f  the 

snteirprlses and the discussion at the review m«etlng« a Zonal Monthly 

Pwrforo^ce Report is  prepared in the third wtek and the copies thereof 

do not roach the enterprises before the la s t  week o f the B»nth. The 

report Is  sent to the enterprise head 1^0 forwards then to the accounts 

department. In case o f  serlons discrepancy between the budget target 

and actual perfomancet the enterpilse head discussen the natter with 

the hsad^ t « head othdr departoental. Snt^ In

general, these reports are kept in the f i l e .  These are hardly read 

carefu lly  tgr anybody and therefore, oorrective neasures do not follow  

therefrom. As such, review Meetings become somewhat o f  a post norten 

and in e ffectu a l.

The response scores o f  the nanaftera regarding the above f ir e  

dimensions o f  tlMeliness were suamed The follow ing table drawn

up on the basis o f these seores, shows the managers* responses regarding 

timeliness in the process o f  budgeting.
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Noi.. ^,6

HaaponB«s o f wnftgers rvgardLng t iB «lln «s8.

Budget {
Characteristict |

UselinesB • f
i

o f  taanagero 1

IlMaly Not timely

1
t»
, Totaltf
t
1

Snterpzise Head 12 <63.16) 7 (36. 84) 19 (100)

Production H««d 11 (57. 89) 8 (V 2 .ll) 19 (100)

Solaa Head 10 ( 52, 63) 9 (*̂ 7. 37) 19 (100)

Total 1 33 (57. 89) 2^ (^>2.11) 57 (100)

(Ilgurss lA taraekets ar« roi»*peroeiitag«8)

Fz'OCt the aboTe taU c I t  can be S3 on tlxat about o f  the raspon- 

dents f e l t  that tlnellaeas was oboarrei in  tha pro case o f  budgatlAg whlla 

kZo istated that tlmaliness aaa not observed* About o f  the enterprlea 

heada, 58^ o f tha prodhiotlon heads and o f  the aalea head* stated that 

tin^Iiness «aa observed while about 37^ o f  the enterpirlae headet 2̂9$ o f 

the produotioa heads and k7^ o f  the sales heads fe l t  that tia e lin ess  was 

not foUbwed in ' thVlmdget process. Of $&e lOAaff<7B~whD ITidtt ^hat t ia e - 

lln ess  was followed in tha budget proceso» about 37^ balonged to the 

category of enterprise heads, 33^ itb the category o f  production heads 

and 30?̂  to the category o f  s i le s  heads« Of the nanagers who stated that 

the timellnesa was not observed, about 29^ belonged to the category o f  

enterprLee hi ads, 3351* to the category o f  production heads and 3fiSS to 

the oatoc^ry o f  salea heads.
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Froa th« dftta pr«a«nttd in  th« fersgolitg tables I t  ean ba oaid 

l ^ t  a o a jo r lty  o f  tha nanagara fa it  that t lB ^ n a a a  mm obsarvad In 

tha ta m e  o f  badgat ^ id a lla a a , la  ppopavatloB and aabBlaslon o f  budgat 

and parforaaaea raporta, and in  parforBoaoa ravlaw* But a l l  the aasagara 

observod that tlm llnaaa aaa not follovad 1a tha approval o f  Midgkt*

This i 3 l ik a ly  to hlader tha aeofptaaoo and tkaa o f  budgata,

 ̂ f f i 2sEatt«
There miat ba an a ffaotiva  progransie o f  foU o«-«p  o f  budget raporta. 

The preparation o f  a budgat d i l l  not aaamc9 sueeaM unlaaa tha porfomaBoa 

t s  fo llovod  Bp. Haporta should ba prepared at frequent in tervals through* 

out the yoar* Thaaa should h igh lij^ t ttie areas naadlag aanagejial atten

tion  fo r  t^tion* Srary lev e l o f  ■anageroent should reoeive a report o f  

i t s  om  perforaanoe a«d suaiearlea o f  the raporta o f  the lev e l iaiM diately 

beloo i t *

9ha reports should ba proaptljr uciod havLag the va jiaaoes analysed 

and the rvasoas b ^ n d  the vaviaaoea traced out* A Banager should not 

only e s ^ a in  Tarianees and th a ir  reaooaa bat aust a lso  atate #hat he i s  

^ i a g  to do about the** Progress ia  theae araaa ^ o u ld  ba oheoked ia

subB«(iu«&t pezlods* I f  the prevailing oonditloaB neaosflitate MUttfltlS 

dsoiolons or plana or polieiea« thia should not be neglected. Bop aaBage* 

meat should play aa effeotiTe role ia  fblloa-ap phase.

The purposes o f  folloa>up any be aannBed up as follows i 

**(1) In the ease o f  poor perforaaaoe, to lead ia  a oonstmotive 

oaiuior to iaaediate oorreotive aetioaaf

( 2 )  In the ease o f outstanding perfoztnaBee* to recognise i t  sad 

perhaps protlde for a trfasfer o f  knealGdge to ^ Id la r  operationst
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(35) p9foTld« m baeis fo r  laprov«d plaanln® and oontrol in th« 

fu tu re ,” ®̂

A ,M ,A , Sahiie found that aaalor monas®r*8 follow-tip la  one o f  tha

Important factors that awpport aanagers* use o f  their Imdgets and 
19information* Eofetede found that the extent to which Inforntation vas 

used amended primarily on whether aanagera participated in  faudgat s e t t 

ing and l « s 8 on follow -up. Re concluded aB follow st

**What I Beasared was whether an Interviewee thought his bose 

mentioned budget and badget varianoes o r  figures expreasing teohnldal 

e ffic le n o ?  results frequently* B«ldoa or  nerer. The answer to this 

question appeared to ba strongly correlated with budget ootlvatient 

they were eign lfieantly  p os itiv e ly  oorrelated with both seasurea o f 

budget relevanoe and both ■easurea o f  budget attltude« and second In 

weight fbr detemlnlng budget ■oti'ratlon to budget participation  o n ly * "^

Although they d iffe r  in emphasis. I t  la  eignlfloant that both 

Hahlm*s study and that o f  Bofatede id en tify  the saae Taxlables as Impor

tant*

fbllow-up i s  neeecsaxMr at a l l  le v e ls  o f  management. This I s  to

be (Jone at d^artmeat le v A  by the Im d s, at witerprlsw l.«vel

by the ioonal authorities and at the corporation lev e l by the Ministry 

o f  Jute* In other words, foU ow ^p is  done by the superior authority 

in  the (D«iiag«Bent hierarchy*

1S* Qidxm A. Velsoh, o p * e it ., p. 58*
19« A*H*R« Bahim, o p .c i t . ,  p* 392*
20. O.n. Hofstedet o p .c i t . ,  p . 251*
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He^ons«o o f maaagera regarding exteat o f  fo llov -vp  at d«part«ciit 

leve l oore as foUowst

Tabl« No, k,7

K«spons«6 o f aaaagera ragari&ag the «xt«nt o f  follow-up 
at d^artaoat level*

Type o f  
aanagers

•
f Enterprise 
t Head

T--------------------
! Production 
; Head

1 Sales 
; Read

It
I Itotal

Vwry Often 3 (15.79) 0 0 > (5.26)

Extent o f Often 16 (84.21) 18 13(68.^»2) k7 ( 82,i|6)
7V>Uow<i»up 
at depart Sometines 0 1 ( 5.26) 3(15.79) k ( 7. 02)
ment lev e l

Seldom 0 0 3(15.79) 3 ( 5.26)

Never 0 0 0 0

19 (100) 19 ( 100) 19 ( 100) 57 ( 100)

(figu res  in the brackets are oolunn percentages)

?roic the above table* i t  can be seen that about ^  o f  the aanagers inter* 

vieued f e l t  that th* budget i s  very often  fbllowed up, while f e l t  

that the same ia  often followed-up and 7̂  fd .t  that the sane i s  soaetiiies

IblXovea up  ̂ fT im ll  proportion {3^) o f  managers f e l t  th»> follow-up 

eeiLdom takes p).aoe. These managers, therefore, f e l t  that the budget 

foU ov-up i s  sore or le ss  regular*

Sosponses o f aanagars regarding extent of fbllow-up at enterprise 

leve l «ere as follow si
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No, <».8

Heji@on««s o f  wuaag«r« ^•gardiag tiie extant o f  foU o«-«p  
at «aten>zls«

1-------------------1------------------
; Typa o f  ^ te rp < l8«

Kaaagors H««d
Prodttotlon • Salts

Head ! Road Total

' U ry  Oftan

Oftmi 17 (6 9 -WSxtent o f 
7ollo«*up

} SaldoB 
I
* licrar

0

0

0 0 0

18 (9^•7* )̂ 11 (57.90) W( 80.70)

1 ( 5.26) k (21.05) 7(12*28)

0 k (21,05) M 7.02)

0 0 0

Total • 19 (100) 19 ( 100) 19 ( 100) 57 ( 100)

(flgu ree  in  the braoketa are column peroeatagaa)

Ft'os the aboTe ta b le , i t  i s  olaar that abovt o f  the Butaffera 

intervirswiid f e l t  that fa llo e  ap at entszprise la T «l by the aonal and 

eorpo^atlos avthbritLee o f t « i  takaa plaae, while about 129i£ o f  then f d t  

that the s ^ e  la  sonetlnea done and 79f f e l t  that IbXlov np at thla le v e l  

la  st^doci dona. Salea heada aeea to have tha opinion that there i s  leas 

budget follow  up. Thia «ay be due to the faot that very l i t t l e  faedhack

reaehea theco.

At the enterprieea where the main ftocua o f  attention la  on a ^ le T - 

in s  the produetlon targeta, none o f  the aanaeera in t e r s  ewed reported 

foUowuup to be very o ften , Thia i s  an iadioatlon o f  ao*e aort o f  in d l-  

fferanoe to Inoreaaing the production by achieving the targeted redti.t 

on the part o f the zonal and corporation ■anae«*«fi^* ^  rorporatlon 

and Bonel o ff lc e a  are not aezloualy lAtareated in augmenting production.
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entepprlees can not be blanad I f  they show slackness* From the above 

tablee the respondents' responses to budget follow-up oan be summed up 

as under}

Table No. 4.9

Rassipnses -Qt „ j.l ... . ____
to budget charaeteristici follow -up.

•
Budget 5 

Cliaracteristict I 
Folio w-up J

Typo ; 
o f managers J

Regular

I1
f
1

Irregular ,
1
1f
1

Total

rhterpxlse Head 18 (9^.7'») 1 (5.26) 19 (100)

- Production Head 18 (9^.74) 1 (5-26) 19 (100)

Sales Head 12 (63,16) 7 (36.84) 19 (100)

Dotal : 48 (84.21) 9 (15.79) 57 (100)

(Figures In brackets are row-percentages)

From the above table I t  can be Been that about o f  the respondents 

f « l t  tliat follow-up o f  budgets was ref^iilar iM le  16^ f e l t  that the same was 

irregu lar. About 95^ «aoh o f the enterprise heads and production heads 

and 63^ of the sales heads pereeired the follow-up o f budgets as regular 

while about ^  each of the enterprise heads and production heads and 379̂  

o f  the sales heads pirceiTed the same to be irregu lar. Of the managers 

who stated the follow-up to be regular, 3?»%  «ach belonged to the oategory 

o f  enterprise heads and production heads and 2^^ to the category o f  sales 

heads. On the other hand* aanag«r8 who f e l t  the follow  up to be irregu lar, 

II9S each belonged to the category o f  the entwx^rlse heads and production
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heads and th« resainliig to the etitef^ry o f  sa les hsads* fbtsrpriss 

heads and production beads f e l t  the fell09>np oost beoause the t«p ttanage- 

aent at the oorporation le v e l put eaqphsfiia on their areas o f  operatien*

From the data i t  may be sald that a oa jo r ity  o f  the nanagers viewed 

the follow-up to be regular. I t  oay be noted that during the early part 

o f  the budget period when approved budgeto were not available, follow  up 

«ae done on the basis o f  draft budgets suboitted to the oorporation and 

budget guidelines reeeived froa i t .

In conclusion, i t  s i l l  be eorth while to eMmmarise the findings 

o f  this chapter. A oa jor lty  o f  Managers Interviewed (815I() viewed the 

budget to be In flex ib le  wMle o f  nanagers considered the budget to be 

unattainable. Although 589̂  o t  the saaagers f e l t  that tim eliness was obser* 

ved in  the prooess o f  budgeting, a l l  the managers interviewed reported 

that timeliness waa not observed In the approval o f  budgets* A sizeable 

proportion (Bk96) o f  the managers viewed the follow-up to be regular, but 

f e l t  that there are snags in  the follow-qp proeess. All these have im pli- 

eatiorts fo r  the aooeptanee and use o f  budgets by the managers*

\Sith these dlscussiens on budget ch araoteristies, we proseed to 

discuss the acoflptanee and Use o f  budgets by the managers and their 

rmlatlonahip to budget oharaeteristies o f  f le x ib i l i t y ,  a tta in a b ility , 

tiffloliness and follow-iQ> in  the next chapter*
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AGCa>TARCE AND USE 07 BDDaLT

5*1 lntrodnetcry«

The mai n oonocrn o f  th is  raaeareh has been to lnv«atlgate into 

■anagcrs* aee«ptaBO« and ua« o f  budget as a tool o f  nanagwient. This 

chapter explorss th« aocaptanos and use i>att©rn o f  budgst and id «B tlfi« s  

tw> pattom s o f  aooaptanoe namsly 'high aocsptanos* and 'le v  aeesptanos* 

and t«o patterns o f  use naaely *ULgh oa«* «od * lo« use* on the hacds o f  the 

dftta co llected . The relatLonehip betvden acceptance and use and the rela« 

ttonship between these and budget eharactexlsties o f  f l e z ib l l i t y ,  f t ta in -  

ahLlityt tiae lin ess and follow-up are also explored.

Budget i s  a tool o f  Manageaant*^ But, i t  i s  an inaniaate thing.

I t  i s  brought to l i f e  by aaaagers who are the leaders o f  the organisation. 

H&aagers play a crusial role  in  the overa ll deTelopMent o f  an organisation. 

^Th« toanager is  the dynaoic, l i f e  giving dLeaeat in every business, with

out his leadership *the resources o f  production' reaain resources and 

never becoise production. In a ooiQ>etitive oconoiny, above a l l ,  the q[aality 

and perforoance o f the managers deteraine the success o f  a business, 

indsod they deterodne i t s  s u r v iv a l .D r u c k e r  id e n tifie d  three jobs o f  

managomontt nanaglng a business, managing managers and managing worker

1. W.D. Knight and £.H. Weinwura, o p .o i t . ,  p . %
G.H. Hofstede, o p .c i t . ,  p. 22.
Walter R. Bunge, Managerial Budgeting fo r  P ro fit  laproveaent, N.T., 
McQraw-Hlll Book Coapany, 1968, p . VII.
Adrian Buckley and Etegene McKeanat “ Budgetary Control and Business 
Behaviour" in  L.S. Rosen (K d .), Topics in  Managerial Accounting,
2nd edLticin, Toronto, HcQraw-Hill Byerson L td ., ^97^t p»

2 . Peter 7 . Drucker, The Practice o f  Manageaent, London, Heinenaan 
L td ., 1979» P* 3«

CEAPTER .  V
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and In perforgdjug thasa Jobe a manager sets ob j«o tlv «s  «nd goals,

orgaxtlsest ootlTates and communloates^ ■eaeuras parforaanea and davalops
if

people*

A nanafer can use budget as a too l la  perfom iag a ll the aanagerial 

functions. Be can use budget fo r  quantlfTing the ob jecttyes Md goals o f

the organisationt to aaalgn s fiec lflo  fim etioas to the people eith in  i t

to adilevQ the goals, to notivate and ooicimnisate, to aeaoure the perfor- 

n£ineo o f  the people and to train then In devoloplng a o lm t i f ie  approach 

to ffianagetteat. Budget, thus i s  an inportsnt tool In the hands o f  oaaagers* 

Unless i t  i s  accepted and used hj then, i t  lo ses  much o f  i t s  value.

e 6 7 8Cbiio ArgyHst V. Bruoe Irvine, Helser, T. Adjepong Boatang,

John Perrin,^ A.M.A. Rahin^® and Dunbav^  ̂ stressed the im»ortance o f  

aec«!pt£inca and use o f  budget. The ■eehanled. and teehnloal aspects o f

3. I liid ., p , 15.
4. Ib id .*  pp. 337- 538.
3. Chris Argyxis, **HuKan Probleas a lth  ^dgets**. Harvard Buslnesa 

■Review.  Vol. 31t 1-t January, 1953»
6. V. 3ruee Irvine, o p .o l t . ,  p . 76.
7.  Herman C. Heiser, o p .e l t . ,  p . 130.
8* Y. Adjepong Boatang, "Application o f  Budgettng Control in  Industryi 

A Tool o f  Kanageaent'*, Unpublished M.Oc. ThetilB, Hanohester U niversitj,
1965, p . 12.

9 . John Perritt, '’Budgetary Planning and Control in  the B ritish  
Industry**, Unpublished Ph.D. TheolG, thiiverslty o f  London, 1958,
pp. 15»i 6.

10. A.M.A. RabLn, o p .o lt . ,  pp. 17-18.
11. Soger L.M. Dunbar, "Budgeting fo r  Control**, Adwiniatrattve Spence 

Qwarterly. Vol. 16, 1971, p. o9*
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budget 1 q not llk a ly  to j lo ld  the deelred r*anlt i f  th« hunan aopeot 

1 b  Igpored# Budgat "1b pr*par«d by people, r«vla«d by peopl* and Ita  

rdquiroaenta m at b« aat by pappla**.^^ I t  faaa b«an righ tly  maggastad 

that »human babaidor haa lap lieatlon a  fo r  budgeting and also that budget

ing  bae inqidieatlona fo r  human behavior"*^^ Beoanse o f the behaHosral 

li^ ^ o a tio n s  o f  budgetSf their aoceptanoe and use are cn ioia l fo r  sueeess- 

fu l budgeting. The benefits o f  budgetary contr<d can be obtained through 

proper aoceptanee and use. This has been aptly stated by a.M.A* Kahin 

in  the follow ing langnagei '’ Budgetary con trol, on the other hand, i s  the 

prooeao o f  nanagMent oontrol through the budget and the period ic in fo r 

mation* As auoh i t  i e  nanageaent who oontrola and not the budget* There- 

fore^ there i s  no such thing as budgetary oontrol i f  i t  i s  to be taken 

l i t e r a l ly ,  on the other hand, i f  the ters i s  to be taken to Mean the 

process o f  nanagezlal control through the budget, then and only then 

there i s  such a thing oalled budgetary oontrol*** Chris Argyrie also 

referred to the problems o f  getting budgets aocipted* He advocated real 

participation  as against pseudo-partidpation and training In human rela

tions fo r  the finance s ta ff  to oTereome the p r o c e s s  o f  budget acceptance*

12* Ronald Beddingfiild, *'Suiaan 3eha«Lotir -  The Ke)r to Success in  
Budgeting**, Management Accounting. LI, (September, 19^9)t p*

13* Hobert J* Swieringa and Robert H* Moneur* "The RaLatlonahip between 
Managers' Budget Oriented Beha-vlor and Selected Attitude, Position, 
Sifle and PerflsrmanOe Heasures", S a^ rica l Beaeareh in  Accountingt 
Seaeeted Studies, 1972 Supplement to the Journal o f  Accounting 
Rosearch. p* 19*>*

A*F4*A* Sahia, o p .c it* , pp*

1^« Chzis Argyrls, op*oit*
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Budgetary control la  i t s « l f  i s  not a control but a Means o f  control 

availabae to the Manager «iio may or nay not uae i t  fo r  oon trol. He tULj 

ttse hi£t Q3̂ eri«Bce or other media la  plaoo o f  budget. Olie d ifference 

betneen the use lad non-use o f  badgetary eontrol la  slK llar to the d iffe 

rence batweaa using a sc lw a tlfic  nethod and relying on nere esperiflinoe« 

Under the s c ie n t if ic  Method the ejqieritfxoe i s  u tilised  in a ayatenatie 

and rigorotts way in place o f  the haphazard use o f  past pez^oraaace or 

experiexieea Budgetary control does not ^aregard eiqperieaoe altogether, 

i t  rein forces experience and emphasisog i t s  ua« in  a AyateMatlo way.

Thus, budgetary control i s  a volitioneil Mor^ver* budgetary

control raakea the organisation a ffective* Budgets thus can be Tiewed aa 

an offoctiTeness syateo rather than a survival system for  the organ!*
1 7tion,*'^ The survival systes includes a otlv ltlea  necessary fo r  the A irvi- 

val or csdsteace o f  the systM  whereas the effeotlveneas aystea may be 

defiued as **a pattern o f  in teractions oPoOg the oleKents o f the system 

which npiild Make i t  more e ffe c t !v e  in  the eervlee o f  a given goal#"^^

1o . Peter F. Druoker, Controls, Control an<3 Management in  C.P, Boainl, 
R*K* Jaedicke aad H.M. Wagaer (Bditors)* Mwaageaent Gontrolo, H.T., 
HoGrft«->&ill Book Ooapaay, I96^t P* 287*

17« Aieitai S tzlon i, "Two Approaches to Orgaaiaatio&al Aaalysiai
A Critique and a auggestloa" la  Bobbs-Merrlll Heprlat Series in  
the Social Sdencea 8-80, Seprlated by peznisoioa o f  A d^njetra
i l  va Sejenee Quarterly. Vo!t. 5t (Sept. I960), pp, 257-278.

l 8.  Ib id , p . 272.
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5*2 on th# net o f  bi>dgata»

A sanbto o f  Btudl«a raa undartaJcea to exondae the uaa o f  budgatat 

more cjpecifloa lly  tha i i ^ c t  o f  their use In ptrfon aaea  eraluation*

‘Hie rasults o f  m few aalactad Btudiaa have bean d ta d  hara*
IQ

A.M*A* Rahim oondneted raaaaroh in  the f i d d  o f  industrial 

fflanagers* acceptanoa and use o f  budgetary ecmtrol teohniquaa folloalB g 

an empirical approaeh. He conducted reeaareh in  fa ctor ies  aaaodeted 

filth the pi^ar industry* they were altacttad in  d iffarant parts o f  the 

United Kingdoa, in the South and North Sbg^aad and Wales* They were 

under the ownership o f  a holding ooiQ>any» Sxetpting the holding-anbsl. 

diary relationship, the fa ctor ies  had d ifferen t technologias« produets, 

ainas, tndgetary ayst^ae and aaAagenftat. HLs f in d in g  show thst only

o f  iBanagera in  the factoriea  atudled nse their budgetary iafor«aM.oa, 

idth only using i t  in  accordsnee with the theory and uaftag i t  

only in  a lim itad se n se .^

The findings o f  hia study suggest that sanager's use o f  budgetary 

informGition i s  facdlitatad by feetors euoh as* educational status o f  

the BKUtogor, training in  budgets, long esqpariaiioe in  budgets, parti cipa* 

tion  in  budget-setting, senior nanager'e fbllow -up, accountant's ro le  as 

an interpreter and the budget being perc€d.ved by the aanager concerned 

ao p ra ctica l. Rls atudy alao revealed that fa ctors  which hinder or 

lin d t  use aret poor eduoaUon, lack o f  training in  tadgeta, short expe- 

ri<snc« in  budgeta, non-participation in badget*setting, non-follow  up,

19* Rahin, o p .d t .

20* Ib id , p «  7*
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non-providon o f  information, aon>provialon o f  interpretation 8«rTioa 

by the acoountaat, end long eiqjerience without Inidgets.^^

Tbe iiQ jlioatioaa o f  the reaulta o f  RaMa's at«dy ia  that eaphaoLe 

should bo placed on nuoh questitaa ae to how best to ensure that nanagera 

are appropxlately trained and how e ffeotlT e ly  to Motivate then to study 

and to aot on their budgetary control information apart fro a techniques 

o f  budgetlBg and the lay-out o f  budgetazy in foroation .

22Hfthaan in  an inTestigation o f  the use o f  budgets by Managers 

obaerved that the high use nanagers teod to use the budget oore as an 

end than as a neans* while the lew«u3e aaaagers tend to use the budget 

acre as a ceane than as an end* "••••• the neans tjp c  nanagers naintaln 

an attitude o f  using a budget as a guideline* They consider the budget 

as a fsaeilltating link idiich helps them to ain at pre*selaoted target*

The aohievenent o f  pre-defined ains oan be guided and explained by the 

budgetf and not restricted  to it*  Therefbr«« the budget constraints io  

not cause any goal diqplaoaient in  the case o f  aeans-type managers*

Contrarily the endotypea constrttot their aysten o f  goals within 

budget constraints* The achieveaent o f  the ludget beoones a natter o f  

their inoediate oonceiv* The bounds o f  budgets f i x  the targets fbr fain 

to aim at* His ain ia  l is l t e d  within the budget co n stra in ts ."^

Thus, N* Rahaan's study established two types o f  budget use, naaely, 

the meena tupe (M-type) and the end*-type (S^type) and related thea to 

the accounting inforaation use sty les o f  zaonagers*

21* Ibid, pp* 392-393.
22* Mavdudnr Rahaan (1976),op .o it*
23. Ibid, p . 173.
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Ropwood (Ustingttiahed betw«en a Budget Gonstroln^d ( 3.C*) ua« 

o f  a ccou n tin g  laformetion a&d a  P ro fit  Qonooious (P .C .) atyls# Uadar

B.C. Gtjdet B ea tin g  tha Uidg«t requlraaonta vas tha edngla oost Ivportant 

OFltoxloQ in  a 8ttp«rior'a evaluation o f  hlo aabordlaataa« In eaaa o f  

P ro fit  Conadoua (P«C«) a t jla , the aasaggr'a parforsonce la  evaluatad on 

tha banla o f  longer run effeetlTanaaa o f  the orgnnlaatlon. Ifln study Indl- 

eated «  r ig id  Budget Conatralnad (B.C») atyla vaa aaeoolated with 

h igh  dagree o f  job -related  tension, poor relationahLpa alth both peera 

and subox>dinatea and dyafunctional behaviour aaoh aa the nanlpulatLon 

o f  a cco u n tin g  data* ahereaa the aora flaxlbOla P ro fit  Conscious (P .C .) 

sty la  had no such aasodationB. Be tdierafore« concluded that the fle x ib le  

use s t y l e  o f  budget «aa lik e ly  to lead to sore e ffeotiva  orgaaiaatloaal 

parfomanoe.

25
A sttbaa<}uant study b y  Otley » u sd n j; comparable meaBurea« revealed 

no s u c h  assoeiatioas and aaen«id to s a ig g a s t  that the r ig id  atyla «aa more 

l ik e ly  to lead to batter perfornanca than tha more f le x ib le  atyla* The 

sltuatloncl dlfferenoea o f  the two atudlaa adght have oontributed to 

s u c h  contradlotory findlnga. H op«ood*s s t u d y  aaa based on reaponalW.lity 

(co s t ) c e n t r e s  In an integrated ataal KOjrtts vhioh had extanalTa in ters 

d e p e n d e n ce  on  each other* Otlay*a s t u d y  involTad resp on sib ility  (p r o fit )  

c e n t r e s  i n  the ooal Bdnlng induatry id iie h  ware fo r  a ll  praetloal purpoaaa, 

in d e p e n d a n t  o f aaeh other. SxtenalTa Intar-dependanca o f  reatonaLtallity 

c e n t r e s  Qaaaad to favonr flex iV la  use o f  budgetary InfonM tlon ahila

2^. A.0, Ropwood, An Bspiriaal Study o f  tha Role o f  Accounting Data
in  Perforaance firaluationt Baplrieal Besearch in  Accounting*
Suppl^oent to Journal o f  Aoooun^nK Raeaarohi 1972, pp*156-o2*

2^. D,T« Otlay, Budget Use and Managerial Perfomanoe, Journal o f  
A ccou atin g  Heeeareh. Vol. l6, K o, 1, Spring, 1978, pp*122-*>9»

2^
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ind^onrlenee o f  raaponalldllty oantres appeared to favour r ig id  ua«* 

lfopw>0(i*s and O tlay's studios woro ooncemod with nso atyXos o f  budgot 

keoi>ing in  Tl«« tiio eyaliiation o f  oaaagerial perforaaneo.

The results o f Otloy*a study predlot th« nood to devalop a Boro 

oondLngeiit thoory o f  budgotary oontrol baaod on differanoos in organisa

tional typesf tho savironaaatal oirounetancea in  \Aloh they opsrat* and 

the noxvs and values eurr«it both aithin the organisation i t s e l f  and the 

soc ie ty  in  which i t  i s  aet. O tley^  and Ganaberg^^ farther expounded 

the contingeney theory o f  BnnagMieat accounting.

Tide study i s  concerned « ith  the oecGptfdice and use o f  budgets by 

managers oorking in  the c o o ^ s it e  ju te laLlla under B^J.M.C. In the fo llo w  

ing three sections aan&gers' acoeptanoe and use o f  budgets are discussed 

and the relationship between aooaptunce and use o f  budgets i s  investigated,

5.3  Acceptanee o f  ^ d gets  by the aanagere o f  eoBpostte

Aoccptanee o f  budgets by Banagera i s  emtre«ely important* When the 

nan&gore accept the budgetst they are lik e ly  to commit theaaelves to the

impXesientatloii o f  the budgets and are l ik e ly  to eon tribute oreatively  to

the accoioplishaent o f budget goals and volnntarily  adjust their behaviour 

to achieve the budget targets* In the abeenoe o f  such aoceptanoe they are 

lik e ly  to ignore the budgets or eork agaiaat th eir iaplea«atatioa«

26, D.T. Gtley, The Contingeney Theory o f  Hanagettant AocountlAgt 
AchiereMent and PrognoaiB, Accountin;;. Orga8lsatel.ona ^ d  
Vol. 3% No. 4, 1980, pp.

27. Mlohael J . Odnsbergt An Qrganinational Gontiagenoies View o f
Accounting and Inforaation Systeas Io|)leaeatationt Accounting!

and Soeiety. Vol. 5t Ko, k, 198O, pp. 369-382.
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On the bftalB o f  th« measiir«a«at diocussed in  2 ,2 , the fb llovtag  

table oboos the acceptanee pattern o f  bndgeta o f  the eample Eaauigers.

Table No, 5.1 

Aooeptaaoe pattern o f  bodgete o f  the aaaagera*

Acceptanoe 
pattern

Typo 
o f BJanagere'

Rlgh Lov TottH

I

' LerA o f  a lgn i- 
{ floanee

+
Etaterprlse Head 7 ( 56. 8‘f) 12 (63*16) 19 (100) •

Production Head 6 ( 31, 58) 13 (68,^2) 19 (100) * Hot S ignificant
• at «05 le v e l .  

'3alea iioad 5 ( 26. 32) 1'» ( ? 3»68) 19 (lOO) ;

tbta l I 18 ( 31. 58) 39 (68.42) 57 ( 100) j
I

(Klgurea in  braekata are rov-poroentages)

Fron the above table i t  ia  evident that about 32$̂  o f  the nanagera 

interviewed peroeived high aoceptanoe ntfalle 68^ peroeiTed low aoceptanoe. 

About 3T>̂  o f  the enterprise heada, 32!̂  o f  the production heads and 26% 

o f the sales heads reported high acceptance vhereae 63|$ o f  the enterprise 

heads, 68|̂  o f  the production heads and al«ut 7^^ o f  the sales heads 

rec»!rded a lev  degree o f acceptance. Of the managers «ho pereeiyed high 

acceptance, about 39J5 belonged to the oategory o f  eBterprlse heads, 33  ̂

to the category o f  production heads and 2^  to the category o f  sales 

heads. Of the namagers who pereelTed low acceptance, about 31^ belonged 

to the category o f  enterprise heads, 33Sfi to the category o f  production 

hMds and about to the category o f  sa les heads.
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Do4get aec9ptane« seeaad not to be related a lgn ifioan tly  to tha tjpa 

o f laanagers (Chi-a(i«u|r« * not d L f^ flca a t  at *03 l a v d ) .  That i s

high aeoept&Hde and low aeeaptanoe o f  budgets by tba aaMigerB ware lada* 

pendont o f  th«Lr typ#,

5**̂  Qeo oX bttdg^ta b j tha aaaaiiara o f  qoopoelta j« ta  Mill a la BMueladaah.

Accqptanoe o f  budgeta ahould ba fbllotied by proper asa o f  badgats* 

ManAgexlol uaa o f  budgata la  tha kay to daceeacful bndgatlag. Badgata 

may be used la  diaehargiae tha m rious functioaa o f  Baaagaaent* Tha 

use dlmecsicnB that have baaa oonsidared are aa foUovat

i )  U0a o f budgeta for  plannlag tbo a c t iv lt le a  o f  the enterpriaV  
departs «at,

i l )  use o f budgeta fbr eoatrolllng  operationa o f  the enterpris%^ 
depat taeatt

i l l )  tise o f  budgets fbr eTaliiating the perforsaaoe o f  the enterprise/ 
(lepartaeatf

iv )  uae o f  budgeta for  aelf-evaluatlont

v) use o f  budgeta fo r  aTaluation o f  subordiaatea,

v l) use o f  budgeta fo r  oo>ordinati#a o f  the aotlv itla a  o f the
enterprl a V^*pa>rt« aat,

v li)  uea o f  budgeta for  ooat control and eoat rednotion,

v i i i )  use o f budgeta fo r  ecanoay and e ffld en cy *

iz )  use o f  budgeta for  Increasing the p r o f lta ld llty  of the enterpxisa,

x) use o f  budgets fo r  motivating the i^ lo y e a s  to achlere the
budget targata,

x l) use o f  budgeta fo r  fa o llita tin .r  coiEisnnioatiott throughout the 
oTf^aniaation.
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In other wr<le» th* iai« o f  bu% «t« ma a tool o f  MMWguMnt i s  eBphaei^ed, 

I t  ie  through mniug*rial usa that the budgets con y ie ld  the desired 

benefits* Proper uee o f budgets seens to be dependent on a nunber o f  

T sriab lee , The s tress  on use etthowt taking into cogaiBanoe the varla - 

ULes that a f fe c t  ttset i s  l ik e ly  to y ie ld  no e ffe c t iT e  resu lt.

Aa already mentioned, nnagers* re^poaoes regarding each diaenslon 

o f  Ixidget u0e were soored on a 5-point soale* A Manager was rated to bare 

*high use* in  respeet o f  a diaension i f  h is ecore on the diaenaion vaa in 

the ranf^e o f  4 to 5* On the other handf he rated to have *lov use' 

i f  his score on the diaenslon was in the range o f  1 to 2. The score o f  

3 Was treated as aeutral* Managers* responses regarding the various use 

dinenalonc o f  budgets are discussed belov*

(1 ) Pae o f  twditets for  planning the aoH vltiea  o f  the enterprise / 

department* Budgets say be used for  planning the a c t iv it ie s  o f  the 

Tericue departments o f  an enterprise. The a c t iv it ie s  are to be planned 

fldthin the frasieeork o f  the Baero-level planning done at the corporatloa 

head o ffice *  Planning and budgeting goes togethart one im plies the other* 

Plans made are translated into money terast and in  th is way they become 

budgets* At the enterprise ).evel, there i s  a great need f« r  planning the 

a c t iv it ie s  lik e  production, procurement o f  rav-ju te  and other consumable 

itemsi hiring o f  eorkerSf proAaction fa o i l l t ie s t  aale o f  fin ished goods 

and oash-flov* Managers* responses regarding the use o f  budgets fo r  

planning the a c t iv it ie s  of the enterprises and i t s  various departments 

have been cbovn in  fhble ^*2*

S8. Johan Galtungt Theory and Methods o f  S od o l Research, Oslo,
Oniversitets for laget, Nev Tork, Columbia University Press, I967t 
pp* 96-97.
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fieeponB«8 o f  BaMgtrs regarding the ue« o f  1)udg«ta
for  plaaniag.

TaU.« No. 5*2

Use o f  budgets |
for planning i 

1

o f  Bttinagero"'--..^ |

High

1
•t
• Lo«
t
t•

“ T------------------------------t
tt
: Total 
1 I f 
1

Shterpriae Head 6 (31.58) 13 ( 68.̂ 2̂) 19 ( 100)

Pxoduction Head 5 (26.52) (73.68) 19 ( 100)

Sales Bead 1 ( 5.26) 18 (9 4 .7^)
»

19 ( 100)

Tbtal 1 12 (21.05) 45 (78.95) 57 ( 100)

(flgureB in braeketa are rov-p«ro«ntages)

Pzom the aboro i t  ean b« aaid that only 219( o f  th« naaagara

lA t«rvie««d  f e l t  tha us* o f  tttdgeta fo r  planning to b« high whila «  oa jo - 

n t y  ( 79^) o f  then fa it  tha nse o f budgets fo r  planning to be lo « .  Tha 

preponderance o f  low nse o f budgeta i s  due to the fa ct that at the enter* 

priae le r o l the planning aetlT ity  haa not been taken serioaaly . Departsen- 

tal heads ore not aerioualy Involved in  planning* Most o f the oanagere 

are technioal hands or generalists d irectly  recruited at variotts I c tA b  

and have no training in budgeting and i t s  value. Aa each they are lukewarm 

to budgetary planning. As the tsonagera are not involved In «sero-planningt 

they do not take the niero-^«nning seriously and renaln unoomndtted.

They are only oarginally inm lved in planning* ^nds beeonea evident when 

proAiction i s  hanpered due to shortage o f  ^are-parta* paucity o f  funds to 

procure Jute at harvbating season and consequent procureBent o f  jute at
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high coot during offa«§aon« cbortaga o f  iBciterlaXs and fr«qu«nt

ohanges in  production plans ate.

( i l )  P»e o f  bodgata for  oontrollinK the actlv ltiaB  o f  th» antarpriaa/ 

4apartnent> Budgata nay ba uaad for  con trollin g  tha aotivLtias o f  tha 

anterprisa. Budgat contain standarda o f  parfomanoa. An analyala o f  tha 

fctu a l performaaca againat thaaa standards brings to lig h t  tha ▼arianoas 

which Indioata tha na«d for  correatlTa action* Unlaas tha Banagars Invas- 

tigata the varianeas and taka nacasaary corractiTe action , tha budgats do 

not becorse iiaafttl as conjcrol davica* At tha entarpriaa la r a l , budgata can

ba usad fo r  controlling  tha varioua a ctlv itia s*  Kanagara* rai^onsaa In 

raspect o f  tha uaa o f  budgata for  con trollin g  tha a ctlv itia a  o f  tha cntar- 

prlaa and ita  varioua dapartaanta hava baen shown in TaULa

Tabla No. 5.3

Haoagara* raaponaaa regarding tha use o f  budgata fbr con tro ll
ing tha actlT itiaa  o f  tha entarprise/^*P<^B«nt*

■r- Use o f  budgats 
for  oontrol

o f  manager

-T-----------------------
1
i a g h  • 
t 
1

1 1 f ' • 1
J Low 
1
1 1

1---------1
1
1 Total •
111

Snterprisa Head 5 (26,32) (73.68) 19 (100)
' c

Production Head k (21.05) 15 (78.95) 19 (100)

3alas Head 2 (10.53) 17 (8 9 .W 19 (100)

Ibta l t 11 (19.30) h6 (80.70) 57 (100)

(Flguraa in  brackata ara row-parc«otagaa).
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The above table ebova that 19!̂  o f the sm «eers interviewed reported 
hi|^ Uise o f  bidgeta fo r  oontzolling the a o tiv ltlea  o f  the enterpilae 

while about Big6 o f thea reported low uae o f  budgets fo r  con trol. Kanagera 

at the edtetprise level sake l i t t l e  use o f  budgets fo r  oontroUlitg the 

a c t !v it ie s  ae they pereeive the budget ataadards as unattainable. Moreover, 

the abofflice o f  adequate parti d p a tion  in  the planning phase hinders the 

use o f  budgets in the control phase. The low use o f  budgets for  control 

beoonee evident by budget reports which show continuous unfavourable vari

ances. use o f  budgets fo r  control purpoeee ia  hindered by non-oontro-

lia b le  factors lik e  power fa ilu re , atrike, poor maxicet deaand e tc . Lack 

o f  proper cozreetive action at the corporation l e v d  aonetiaes iq;>ede 

thfl control o f  operatlona at the eaterpzlse le v ^ «  Rehnan Sobhan and 

Muaaffer Ahiaad put i t  th is wayi the oorreetive action takes tlae

and thus beeoaes ineffe«tLv« exoept In a c r is is  i^ere a parttoiaarly  con

cerned manager forces the corporation to action . Thus there haa been 

enough adainistrative control but not enou^ s c ie n t if ic  control to ensure 

better perforsnnce in the enterpriae.**^ In a d ta a t io a  lik e  th ia, i t  ia  

not surpri^ng that the use o f  budgets fo r  control i s  at a ainiintB. Lindted 

delegation o f  deoision-wikiBg authority and eKCesslve ceatralised  oontrel 

also contribute to such a state o f  a f fa ir s , !!3ie abaenee o f  t ia e ly  budget 

reports at the d^artaental leve l alao hinders the use o f  budgets fo r  

oontrol* The aecounta departamt remains busy in  preparing financial 

accounts and in  prepazlng reports fo r  corporatioa and sonal o f f i c e  attd 

do not havo time to prepare reporta fo r  departnental aanagera. Even the

29* Sehman Sobhan and Husaffer Ahaad, o p »c it« , pp. 32^29*
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oopisQ o f  feudg*t reports pr«par«d for  corporation and aon«l o f f lc « a  art 

not made aToilaKLe to thea.

( H i )  Uao o f  budjtetB for evaluating thn perforaanoe o f  the enterprlae/ 

Jepartwenty Badgeta nay be used fo r  evaluating the perforaance o f  the 

enterprise eod Ita  varloue dopartaents. Budgets contain standards against 

i^ c h  the pGrfozmanee o f  the vaTious departae^its and the eoterprlae as a 

lAiole osm be evaluated. ManAgers* responses regarding Uae o f  budgets fo r  

evtaloatlQc; the perforaanee o f  the enterprise end Ita  various dspartaents 

have been diown in Tfeble 5*^*

TaWe Ho, 5.^

Response o f  aauagers regarding the use o f  budgets fo r  
evaluating the perforaanoe o f  the enterpxls^/departaeat*

Use o f  budgets for 
evaluating the per- 

fonsasce o f  the 
enterpzisfl/ 

**'''-,„.,^deportnmit

®yp«
of aanagers

i1«
t
1
; High
tt1t

1

Low

1
1

Tot^a

1

£)atsrprlse Read 10 ( 52. 63) 9 (47.37) 19 ( 100)

Production Head 9 ih i .y f ) 10 ( 52*63) 19 ( 100)

3alea llead 7 (36.84) 12 ( 65. 16) 19 ( 100)

®otal 1 26 ( 45. 61) 31 ( 54*39) 57 ( 100)

(figu res  in brackets are xx>«-7 ereentages)

The above tctble shovs that k3•6^% o f  the rejspondents f e l t  that the use 

o f budgets fo r  evaluating the perforaance o f  the tfiterprisi/departaoat 

aaa hlt^ d i l le  5̂ *39!i£ o f  thea reported lov  use o f  budgets fo r  evaluatiL&g
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the performance o f  the enterpri si/aepartaent. In the abeenee o f  other 

• rlteria  fo r  evaluatiag perforaanoe o f  the enterpriee and i t s  Tarloua 

departmontSf managere use tudgeta aa a tool fo r  eTaluatiag the perfor> 

■aaoe o f  the anterpxiae. Bat a Majority o f  the oaaagerfl (5^,59^) does 

not use iwdcetB fo r  eTaluatliig the ferforaanoe o f  the enterprise and i t s  

department. This >ay be due to nontiae o f  the budgets B7  top-aanageMat 

for  eTaluating the perforaance o f  the enterprise and i t s  departaenta* 

Managerst vdio oraluate the perforaanoe o f  their enterprises and d ^ a r t -  

aents on the 1>asls o f  budgets, do so fo r  deslidag a satisfaetion  o f  

accoapliohai^t or fo r  iaproving their future perforatfiee*

( iv )  tfse o f  budgets fo r  self-eTaluatlon«, BMgets aay be used for

self-eviAuatiim . This tjnDe o f  evaluation i s  U k sly  to aeet the aanagers*

need for  aohieTsaent* S«lf-«Taluatiott aay aake n>attag«ra sa tis fied  fo r  
/perfoxmaace

good|/or eager to take necessary steps fo r  se lf-eorreetion  in  ease o f  un- 

satisfaetory  perforaance. Managers* responses regarding use o f  budgets 

fo r  seXf-evoXuation have been shown in  labile 5*%
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Responses o f  IfatMgera re^irdlng the use o f  budgets
for Belf-evaluatloiu

Tuhlm No. 5.5

Use o f  Ixidgets 
fo r  s e l f -  
evaluation High

Type 
o f  BanAgere

Lov Itotsl

fiiterprlso Bead 

Productior. Head 

Sales Head

6 (31*58) 

5 (26.32) 

5 (26.32)

13 (68.^ 2) 

1̂ » (75.68) 

1«̂  (73.68)

19 ( 100) 

19 ( 100) 

19 ( 100)

16 (28.07) 57 ( 100)

(figu res  in  braekets Indicates rov-percw tages)

The above talile shoes that 28.0791$ o f  tha aanagers Interviewed reported 

high ttae o f  l3udgets fo r  self-evaluation  while 7l » 939f o f  then reported 

low use o f  budgets for the saidi purpose* I t  see«s that the sanagers 

with high need for  aohieveB«at use budgets for  self-eva luation  while 

oKinagors lidth low need for  achleveatent make lov use o f  budgets for  

self-evaluation*

(v) Use o f  httdgets fo r  evalnatiop o f  enbordinates. ftidgets »ay also 

be used for  evaluation o f  subordinates* % e evaluation o f  subordinates 

asy enaU.e the superior Banagers to reooguise the performanee o f  their 

subordinates end to suggest ways for  iaproTlng th eir perforsance in  case 

o f  unsatisfactory performance*
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HanaRePs* raspoasas regarding Itma o f  budgets for sTaluation o f  

subordinates' pearforttanes haT« bsen shovn in  llbblo

TatiL* No. $,6

Boc^toaata o f  amagvrs rogarding tbs ua« o f  budgsts for  
•Taluatlon o f  aubordinatee*

Use o f  budgets 
'  fo r  subordinate

^ ''\ eva lu a  t i  on

Tjpe
o f laaaasero

•1
j

I High
t<1* 1t

- J

Low

1
I
»
, Total 
»
1••
1
t .

Shlfeiprlse Head 5 ( 26. 32) 1*» (73*68) 19 ( 100)

Production Head  ̂ ( 21.05) 15 (78.95) 19 ( 100)

Soles Head 2 (10,53) 17 (89A7) 19 ( 100)

Tbtal t 11 (19*30) •̂6 ( 80. 70) 57 ( 100)

(Flgaree la  braokets are ros-peroantagos)

Tho above table shows that 19«3C9£ o f  tha respondents reported h l ^  tue 

o f  budgetc for  subordiaate-eTaluation while 80,?0fs o f  then indieated 

low Use o f  budgets fo r  the said purpose. Tho low use o f  budgets fo r  

evaluation o f  isnberdinates' perforaance i s  due to the faot that the 

budget perforRtanes does not fora the basis fo r  foraal perforaance apprai

sa l. SuboxHiinatea are evaluated on the baeif? o f  Annual Confidential 

Seports ( Appoadi»-10) prepared by their supurlora. The Annual Confiden

t ia l  Reports rarely take oognisanee o f  perforaance id s -a -v is  tndgets*
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P# >udgetB for co-ordination o f  the «ctl¥ ltl<B  o f  th< eatw^i 

p,ria</depitrteopt» Budgets aay b« used for oo»ordiitatiag the a otiT ltie*  

o f the departoentB oad those o f the enterprise* The prfpam tion o f  budget 

guidellnoG and isoetinga on disouBsion and fiaoLllBatlon o f  budgets a«ek to 

bring about neceaaary co-ordination in the a e t iv it ie e  o f the Tarioua depart- 

■ante and thereby enaure dovetailing o f  the a c t iv it ia s  o f  the anterpjriaaa. 

Co-ordinctios i s  usually brought about in  the planning phase* Hhnagera* 

raapouseG in  respect o f use o f  budgets for  oo<-ordinatioa o f  the aa tiT ities  

of th<3 enterpriae and i t s  raxious departaMita haTa bean shown in  Table 9*7*

Tkble No. 5.7

Beaponsea o f aanagera regarding the usa o f  budgata for  
oo-K>rdinating the a e tiv itiea  o f  the «(nterprlse/daparta«it*

Use o f  budgeta 
for oo-ordinatioa

Type
o f  managers

1....... .................1f
1
; High
t
1

:
t
I1
I

t1
9•
1 Tbtal
f«
1

J^terprlee Head 10 ( 52*6?) 9 (47.37) 19 ( 100)

Production Bead 8 (<>2. 11 ) 11 (57*89) 19 ( 100)

Salao Head 6 (3 1 .5«) 13 (68.42) 19 ( 100)

2btn l 1 24 (42*11) 33 ( 57.89) 57 ( 100)

(^ g o r e s  in braoketa are ro«*^ercanta^s)

The above table shoas that 42,11^ o f  the aanagdra interviavad reported 

hi{^ use o f  budgeta for oo-ordination o f  a ct iv itia a  at the dapartaant 

and anterpriso lev e l ahila 57. 89?S o f  them reported low use o f  budgeta
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for oo-orcilnatlon, A n jo r i t y  o f  ent^rprla® heads (53JS)* o f produe- 

tion headsi and 32  ̂ o f the aalea head* fa it  the high uaa o f taudgeta for 

co-ordination of aotlTitlaa iriilla k7% o f  the «nt«rpriae haada, 5fi3i o f tha 

production heada and 68% o f  tha aaX«s heads reported low use o f  budgets 

for oo-ordlnation. A aajorlty o f Banagars (57.095^) reported loa uae o f  

budgets fo r  eo-ordlnatlon. Thla may be due to lack o f  partlcipa^on In 

the process o f budget developnent and the Incongruity bettveen different 

budgets* Laok o f  knowledge regarding the MohanisB o f budget eo<^rdlnation 

Day also contribute to such feelings*

( tII)  gsQ o f budgets for cost control and oost reduotlon. Budgets my 

be used for cost control* They eabody cost standards* I f  there Is  an 

unfavourable d e la tion  froa such atandards* saanagers asy take necessary 

steps to keep cost down to the standards. Coat reduction can be effected 

by re-exajsination o f existing cost standards and revising the same down

ward wherever feasible* Several studies have suggested that there Is  

scope for  subatantid. coat redncti^'t through e ffective  u tilisa tion  o f  

resourees at the dlepoaal o f  the induatrial ent«rx>rlaes in  Ban^adssh* 

Mnnagers* replies regarding the use o f  budgsts for  cost control and cost 

reduction have been shown in Table 5*8*

30. H. Habibullah, Santl H* Qhosh, HelalvsBa»an and N.A. ^ud(tes, 
<loverninent Subsidy to Jute Industry) A Study conducted by the 
KLanning Conniaslont Government o f BaligLadesht 1978 (Unpublished).

M, HaWLbullah, Induatrial ISffloieacy and P rofitab ility  in Bangla
desh, Bureau o f  Econondo Reaearch* Hnlverelty o f Dacca, 197^.

N, Habibullali, SantL N. Qhosh and M.A. Quddus, ManageBent Hot!ra
tion throu^ Result-Based Reward Systeni Dacca, Bangladesh Manage
ment Developaent Centre« 19&1*

Dhaka University Institutional Repository



127

^•spons«B o f  ■aaagsra r«gKrdiag the uac o f  budgvts for  
cost oontrol and cost reduction*

TaU« No.

Use o f budgets fo r  
00 at oontrol and 

^ - -^ T O s t  reduction

Typo
o f  Banagers

High

................

I11t1
Tbtal

^ te r p ile e  Httmd 11 (57*89) 8 (42,11) 19 ( 100)

Productton Head 10 ( 52. 65) 9 (4 7 0 7 ) 19 ( 100)

Sales Head 9 ('^7.57) 10 ( 52. 63) 19 ( 100)

Tbtal } 30 ( 52. 63) 27 (47*37) 57 ( 100)

(FLgurce in  brackets art fo»-p«i^entag««)

The above tab l« ^owa that 52,6yf( o f  th« nanascrs Intartiavad r^ orta d  

high use o f  budgata for  coat control and cost radnction dhile 47*37^ o f  

tfaait reported lew uaa of badgate for  eest control and coat reduction* 

Managers' re^onsea ragaifding high uaa o f  budgets fo r  cost oontrol and 

coat reduotlEMa la  due to the fa ct  that the top aanagaaent la  putting 

great enphaEds on coat control and cost raductiott for  increasing the 

coaipetitiTe strength o f  jute gooda in  the foreign «arkat. Coat raduo- 

ttan cdmndttaas have been forsad fo r  aU  the enterprise a under the 

corporation and have started functioning*

( v i i i )  Uae o f budgeta for economy and e ffic la n cy . Budgata nay be used 

for  bringinjs about econoay and e ffic ien cy  in  the operations o f  the enter

prises* Htsaagers* raaponaea regarding the uoe o f  ludgeta for  eoonony 

and e ffic ie n cy  have been ahoan in Table 5a9*
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TaU.« No. %9

Beaponaea of manalfvrs regarding the use o f budgets for
eeonoay md effioiency*

1
Use of budgets • 

for economy and {
efficiency { 

i

Typ« ♦
of aaaagers

High 1
f
1

t

“ T-------------------
1
1
1

1 Total
I
1
1
1

Bnterprise Head 10 ( 32. 63 ) 9 (^7 . 37) 19 ( 100)

Production Bead 10 ( 52. 63 ) 9 (̂ >7 . 37 ) 19 ( 100)

Sales l^ d 9 (V7. 37 ) 10 ( 52. 6 3) 19 ( 100)

Tbtal 1 29 ( 50 . 88) 28 (ii9 *12) 57 (100)

(Flgume in brackets are row f eroeata^es)

Firoa th® above table i t  ean be said that 50*885  ̂ o f the respondents report

ed high use of bttdg«>ts for eeonony and effidenoy while ^*^296 o f thea 

indieated lev use of budgets for eeonoay and •f^.oieacy. A« eaphasts is  

placed on use of budgets for cost coatrol and eost reduotioa, i t  is  

quit* natural tliat a diailar eaphasis is  placed on ee«Boay and efficiency. 

This seess to have iaflueaeed the responses o f Daaagero.

(ix ) Pae of buditets for increasing the p ro fita tllity of the eaterprjse. 

Budgets may bo used for iacreasiag the profitability  of the enterprises* 

Kansgers* responses rsgarding use of Indgets for increaalag the profita

b ility  of the enterprises have beea shown in Table 5 . 10.
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Tabl« No. ^.10

BecfponeM of aaiuigere rogarding tha tia# o f badgvts fo r  
In creasin g th« p r o f i t « b ll i t 7  o f the mttwprLmmm»

Use o f budgets 
fo r inoreaslB g 

' ' ^ ^ r o f l  taW Llity

o f mnn&f;e:fo

1,t
Ittt

! High 
t 
I
1

1
tt
•
•
• Low t••
1

Total

£taterprise Bead 8 (1»2*11) 11 ( 57#89) 19 (100)

Production Head k (21.05) 15 ( 78. 95) 19 (100)

Sales Head 5 (26.32) 1*> ( 73. 68) 19 (100)

Total 1 17 (29.82) *10 (70.18) 57 (100)

(?lffUr«s in  braekota ar« row-percMitag«s)

The above te b le  shows th at 29*Bz}6 o f the nanagera interview ed reported 

high use o f budgets fo r inoreatfing the p r o f i t a b i l i t j  o f  the en terp riaes 

while 70,l8Sl£ o f thev f e l t  th at there was low use o f  budgets fo r in o reas- 

in g  the p r o f i ta U U ty  o f the enterprises* The prepondersnce o f  low use 

o f budgets fo r  in eroaaiag p r o f i t a b i l i t y  o f tha tfiterp ria es may be due 

to a fe e lin g  th at the p rin c ip a l goal o f  in d u strlsa  en terp riseo  under 

the p u blic se cto r  i s  not earning of p ro fit*  The le a se s  d iffe re d  by the 

en terp rises in  the past and the tough oonpetltlon they are faein g  in  

the overseas i&arket seem to have in fluen ced  the responses o f Baaagersa

(x) Pse o f budgets fo r  netiTsting the employees to aehieve budget 

tarieeto# Budgets may be used fo r  B o tivetln g  the employees to achieve 

the budget ta r g e ts . H«aager8* responses regarding the use o f  budgets
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for motivatlJie th« esploytcs to aehi«T« the badg«t targete har® bMn 

ehown In Table 5«11«

Table Ho, 5.11

Beeponses o f a&iuisers regarding the twe o f  budgets for  
motlTatlng the ettployeea to aohieTe budget targets.

Use o f  budgets 
for aotivation

Type 
of managers

%gh Lo« Tbtal

^ te rp r lse  Bead 

Productioa Bead 

Sales Read

6 ( 31*58)

9 ( 47. 37) 

5 (26.32)

13 (68.^2) 19 (100)

10 ( 52. 63) 

14 ( 73. 68)

19 ( 100) 

19 (100)

Tbtal I 20 (35.09) 37 (64. 91) 57 (100)

(figures in  braekets are ro«>pero«atages)

Froa the above table i t  can be seen that 33.09$  ̂ o f the managers in ter- 

ideved reported high use of budgets for aotivation while 64«919( reported 

low use o£ budgets tor the said purpose. The prepondenmee o f lo «  use 

of budgets for motiTation is  due to the abstfkce o f reward fbr aohieTeaent 

of budget targttts or puniahsent for  non-aehlevenait thereof.

(x l i  Use o f  buditets for fa c ilita tin g  ooawtnleatjon throujthout the 

orggnleag^n. Budgete *ay be used for faoU itatlag  ooraunioation through

out the organisation. The budget process Is  lik e ly  to open up oowmmioa- 

ti<Ni between the corporation and the < »te^ rises on the one hand

and also among the rarious departmenta of the enterpH>ses. Managers* 

responses in respect o f use o f budgets for fa cilita tin g  oommnioation
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baTa b«en shovn ia  Tabl* % 12.

Raaponsaa o f  asuuigera regardiag the use o f  budgats for  
fa e illta t in g  oomnuaiofttion.

5.12

------------------------------------------- r
Use o f badgata for} 

faeU lta tliig  ! 
conmudcatlon t

Type
o f managers

High Lov ibtia

Ibterprlaa Head 

Production Head 

Salas Hoad

8 ( 1»2. 11 ) 

k (21,05) 

k (21.05)

11 (57.09) 

15 (78.95)

15 (78.95)

19 ( 100) 

19 ( 100) 

19 ( 100)

t 16 (28.07) (71.93) 57 ( 100)

(Flgttras in  brackets ara rov-pareaatagas)

The above table shows that 28,0?!^ o f the respondents nada high use o f 

budgets fo r  fa c ilita t in g  oomunleatlon nithin the anterprisat while 

71. 93K reported low «sa o f  budgets fo r  the said purpose. use o f

budgets fbr planning and eontroU lng coupled irfLth low participation  

seems to a ffe c t  the use o f  budget as comunioation detice .

A o a jo r it ;  o f  the Managers reported low use o f budgets for  planning, 

con trollin g , evaluation o f  perforaance o f  the enterprise, self-evaluation  

and evsxluation o f  subordinates, co-ordination , inereaslng p r o f ita b il ity , 

BOtlTation and coBmuniaation. On the other hand, a Majority o f  the 

Managers interviewed reported high use o f  budgets fbr cost control and 

cost reduction and for  econoMj and e ffic ie n cy . These cannot be achieved
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Kltlaout proper planning, oo-ordinatlon and con trol. So, high us« tn 

these areas i© not lik e ly  to y ield  the de^red Sesttlt by neglecting the 

other use o f  tudgets. I t  can be concluded that a n a jority  o f the Mana

gers has fa lla d  to appreciate the uae o f  badgetfi aa a too l o f  aanageBenti

On th« bad.8 o f  the Beaeureaent discusoed in  2*2, the foU oeing 

table shov;o isanagers* uee pattern o f  budgets*

Table No. 5«15 

l^ogera* tlae pattern o f  budgets*

Use pattejfn

Type
of managers

-----------------
11t
j High 
♦»

1 f 1 ^
1 f

I i^w ! 
1t

Tbtal Level o f  sign ificance

Enterprise Read 8 (42.11) 11(57.89) 19 ( 100) Cfai-sqttare » 1*11
Production Head 6 (31.58) 13(68,42) 19 ( 100) Rot s ign ifican t at

Sales Head 5 ( 26. 32) 14(73*68) 19 ( 100) *05 le v e l .

Tbtal t 19 (33.33) 38(66*67) 57 ( 100)

(F lf^ e s  in  brackats are rov-peroentages)

From the above table, i t  ia  clear that o t  the aanagere in ters 

viewed reported high use idiile about 67% o f  th®o re p v t«d  low use* 

Forty-two percent o f  the «nterprise headat about o f the productioji 

heads ao3 a6?5 o f  the sales heads reported high use while about 3^  ̂ o f  

the enterprise heads* of the production heads and 7 ^  o f the sa les 

heads reported low use* Of the aanagers reported high use o f  budgets, 

kSi belonssd to the category o f  enterprise heads« about to the eate-
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gory o f  procluotion heads and 2̂ % to th« category o f  ealas haada. Of the 

wmagere «iio reported low vaa, abowt 29% balongad to the category o f  antar. 

priaa haado, 3 ^  to the eatagory o f  prodnotion haada and about 3?>6 to th« 

oatsgory o f  ealaa heada.

Budget uoa seenad not to ba related o lga illea n tly  to the type o f 

■aaagers (CM-square 1, 11 , not a ign ifloant at ,05 le rd .)*  In other worda, 

high uua and low nsa o f  Imdgeta by the ■anagere were not r^ a te d  to their 

type*

5*5 RelatlOD between budget aoeeptaaoe and budget ttae.

Aeocfptance o f  budgets ia  lik e ly  to resu lt in  their better use* In

other worda, there i s  lik e ly  to be a olose ralationahip between the aecep*
fi

tanoe and use o f  budgets by Banagera. The follow ing table ahowa the re la 

tionship betveen acc9 tanoe mmi uae o f  budgets by Baaagers*

Table Ho.

RelatiLonahip between the aooepttfioe pattem  and usa 
pattexn o f  budgets by mtmgexa*
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From the t«b l«  i t  can b« that o f  the 57 aawgera Intorvlcved, 

t««lT « aanagera (21^) rsported high aoc«ptanee and high ue«, while thirty- 

t«e o f them ( ^ )  reported low aeeeptaaoe and low nse. Seven o f  thea 

( 12^) reported Ion aee«ptanoe but high use while s ix  o f  then ( 11^> stated 

high acceptance bnt lev  use.

Th^e was «  eignifloant relationship between the acceptance and 

use patterns o f  tondgets (ch l-sqv«re ■ 13*15* d-gBificant at .001 le v e l ) .

In other words, high aoceptors were high users nbile low acceptors tended 

to be low users* fioweTer, there were m few annagers who reported high 

acceptfinoe but their uee o f  budgets, low* A a a l l  nuwber o f  aajiagera 

also reported low acoeptance but their use o f  budgets was high. A dlsen- 

saion o f  the eaplanatory variables in the eamting chapters w ill c la r ify  

the position  o f these aanagers.

In  t h e  n e x t  eeetioii, the relationship b e tw e e n  iMdget acceptance 

and bud|*et ch aracteristics o f  f l e x ib i l i t y ,  attfldBatdlity, t ive lin ess  and 

follow  up i s  explored.

5,6 H e lf t t lo n s h ip  b e tw e e n  b u d g e t  a e o e p t a n c e  
b u d g e t  c h a r  a c t  e r i s t i  o s .

There i s  lik e ly  to be a close  relationsblp  between budget acceptance 

and budget oba:raoteristies. Budget ch aracteristics  and responses o f  

■anagers regarding the* have been discussed In Chapter-IV* The follow ing 

paragraph^ descslbe the relationship between budget acceptanoc tfud budget 

characteristics naKely, f le x ib i l i t y ,  a tta ln a h a ity , t i«e lin e ss  and fo llow - 

ttp*
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(« )  RflJHitloa^p b#twxn bndgtt aoo<ipt«nee and i l « id l i i l i t y . Th* fo llow 

ing table sliovs th« rolatlonahlp between budget aec^ptanee and f le x ib i l i t y .

Table No. 5.15

*nia relationship between aooeptemce pattern 
o f budgets and f le x ib il ity *

Budget eharae- 
te r la tie i 
^exiW LU ty

Aaoeptanoe 
pattern

ib t a Level o f  a lg a lfl-  
oanee

I--------------- 1---------------------------
f

11 (61) 7 (59) 18 (100) ! Flaher’ a Sxaot
, ProbablUty

lo «  0 (0 ) 39 (100) 39 (100) • P o *0000001
----- —;

Itetali 11 (19) 6̂ ( 8l ) 57 ( 100) II

(F lgu fB  in  faradceta are row<i>p«rcent«gea)
I.

Troa tile above table i t  i s  d o a r  that 6l^ o f  the aanagera reporting 

high aoc^tance f e l t  the budgets to be fle x ib lo f iridile 399̂  o f  then f e l t  

the badgote to be in flex ib le*  A ll the aalMgers reporting low aooeptanoe 

looked upta the budgets as in fle x ib le . Thna a n a jority  o f  the aanagara 

fe l t  the budgets to be in fle x ib le  and th is aaecis to have a ff««ted  their 

aooeptanoe.

There seeas to be a sLgnificant relatlonehip between budget aoeep- 

tance and budget f le x ib i l i t y .  The differanca between high acceptors and 

low acceptors regarding budget f le x ib i l i t y  was found to be sLgnifieant 

at P «  .0000001 (H aber 'a  Exact Probability Teot, Table 5 .15 ).
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RelatlonBhlp b^twen Imdgat aoeaptance and badg»t a tta in a b ility . 

Th« follow ing tabl« ahom th« ralationship batveen budgat aoeeptanoa and 

atta in abilityt

Tabla No. 5.16

nie ralftiottshlp b«t«e«n aeoaptance paitarn o f  
budg«te and a tta in a b ility .

Aoofptance 
pattern

High

Low

9 (50) 

0 ( 0)

9 (50) 

59 ( 100)

18 ( 100) 

59 (100)
f ia h e r 's  Exact 
ProbaWLUty « 
P « ♦000005^.

Totals 9 ( 16) kB ( 8i») 57 ( 100)

(flg u r«8 in  bracket* ara ro« parcentagas)

ProB the aboYa table i t  i s  eTldant that 50^ o f the oanagers Report

ing high aco«(ptanea thought the budgeta to be attalA«ble« dbile  the re*al* 

ning 50SIS o f  then f e l t  the budgeta to be unattainable. All the managers 

reportin€ low acceptance f e l t  the tudgeta to be unattainable. Their fe e l

ings o f  unuttniaablllty seeaed to hare stood in  the way o f  their budget 

aoceptance.

There seens to bo a s ign ifica n t relationahip between budget aceap- 

tance and budget a tta in a b ility . I t  can be said fTo* the above table 

that high acceptors and low acceptors d i f fe r  in  respect o f  thair respon

ses regarditts the a tta in ab ility  o f  budgets. The difference between the
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t«> groups oeifi found to b« a lgnifieant « t  P -  ,000005^  ̂ (Flah«r*s Gzaet 

Probability  Tent, T*bl* 5. 16) .

( c )  Relgfejonshlp batw—n budget aoeaptUce and tlaelin»B e. Hi® fb llow - 

lag  table shova tha ralattonship betwaen budgat a«o«ptanea and tlasllnaas*

Tabla Ko. 5.17

Hie ralatioBshlp batvaan budget aocoptftnoe pattern 
and b«idg«t cbaraoterlatlet tlnalijiieae*

TlnelltMss {

Aeoeptanee
pattern

I Ttnely • Not tin e ly  • Itotal

----------------------------------------------1 

1 8  ( 1 0 0 )  i

, LeTel o f  a isn lflo tn ce  
«
I
J

High

I<0«

18 ( 100) 

15 ( 38)

0 (0) 
2k ( 62)

Vleher'a £xaet

Tbtali 33 ( 58) Zk (*»2) 57 (IOO) *

39 (100) ; Probability
___________ • P <* *0000033-

(Flglttree in braekets are ro«-pero«ntages)

from the abOT« talQle I t  can be aeen that a l l  the aanagers r^|)ortlng 

high aeceptoBoe f e l t  that tiaellneaa eas obaerwd In the budget prooeos. 

Thirty eight per cent o f th« sanagera reporting low aeceptanee proeeas 

to be tiLaely* while 62SK o f th«a f e l t  the budget preceaa to be leoldng in  

tinelineea.

ISiere Geaes to be a a ignlfloant relationship between budget aoeep- 

tanee «nd tlmellneae dinenaion o f  budgeting. Konagera having h i ^  aooep- 

tance f e l t  that tinelineae wae obearved in  the proceea o f  budgeting 

while a m betantlal number o f  the mnag^ra hairing low aeeeptance thought
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that timelineae wia not obserTdd In th« prooeas o f  budgeting. The d iffe 

rence between the two groups m e  found a lg a lfie«n t at P « ,0000033 ( F isher's 

I3*aet Prcbahility Teot, Table 5 .1 7 ).

( d) Belatlonahlp between budget acceptaaee and budget follow-wp. The 

follow ing table shows the relationship between budget aeoeptanoe and budget 

follow -up.

Table No« 3. i 8

The relstlonship  between budget aooeptance and
budget f o l l o w ^ *

?oUow'Hip
Begular

I »• I• Irregular i• I
i________ iI.. I

Ibtal LevA o f signifioanoe

High

Low

18 ( 100) 

30 (77)

0 ( 0)

9 (23)

18 ( 100) 

39 ( 100)
f is h e r 's  Sxact 
Probability  «
P -  .0235

Ibtal* >̂8 (84) 9 (16> 57 ( 100)

(figu res in brackets are row-peroentages)

Froa the abore table i t  can be seen that a ll  the aanagers reporting hig|i 

aeceptanoe f e l t  the fo lloe -u p  to b« regular. While 7%  o f  the Managers 

reporting low acceptance fe lt  the budget foUow-iq? to be regular and Z% 

o f  then perceived the budget follow-up to be irre^^lar.

There ee«ns to be a s ign ifica n t rd-atlonship between budget aoeep- 

tance and the extent o f  budget follow -up. The d ifference between the 

Managers having high acceptance and low attoeptance regarding the fo llow - 

up diaeneion o f  budgeting was found sign ifica n t at P »  .0235 (F ish er 's
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2*aot ProbaMUty T « t ,  Ttabl* 5 .18 ),

Th* above r^ationeh lps ar« aummaris^d in  the follow ing taULet

Table Ho. 5.19

TSx« relatlonsfalp between the aoo^tanoe o f  budget and 
budget eharaetexlstioa*

R a la tlo a a h ip e  explored Teata applied

(a) 4oo«ptanoe o f  budget 
and budget ebaraete- 
r is t ic t  H e x ib ility

f ish e r 'a  Exact 
P iobability  test

Beattlt 

F ««0000001

(b) Aeeeptonce o f budget Tiaher'a Bxaet P «*000005^
and budget oharaete- Probability test 
r iflt ic t  a tta in ab ility

(c )  Aeceptance o f  budget 
and budget oharaete* 
r la t lc i  tinelin<>Ba

(d ) Acceptance o f  budget 
and budget ohar«ote- 
r ie t io t  follovHsp

riaher*s Exaet P «.0000033 
Probability test

Flaher'a Sxaot P »  .0235 
Probability  teat

SiCTifioanee

Significant at 
P » *0000001

Significant at 
P • ,000003<»

Significant at
P « ,0000033

sign ifican t at 
P * .0235

Ibe laat aection o f  thia chapter deal* idLth the relationship 

betvaen the use o f  budgete and budget charaoterlatiea.

5,7 HelatLonobip between budget use and bndgat characteriatle*

Aa there ia  a d o a e  relationahip betveen budget acc^tance and 

budget use and alao between budget acceptance and budget characteriaticst 

80 there i s  U M ly  to be a cloae relationehlp betwaen budget use and budget 

characteristios n ^ e ly , f le x ib i l it y t  a tta in a b ility , tiaelineaa and follow^ 

up*
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»elftUonphip b<tw»»n budget «b »  >nd Taudget f la a d h l l i t T .  Th* 

folloi& ns t&bl« showa th« relntlonahip b«t«eea bu4g«t us« and budget 

f l f x lb t l l t y .

Table No. 3.20 

The relationafalp between tbe uae pattern and budget
flexibility*

Budget charae- J j
te i^ stict  I '
n e x ib l l i t y  ' r iex lb le  \ In flex ib le  

\  .
Tbtal

!

\

Level o f  aignl* 
fioanee

High

Low

11 ( 58) B (.^2) 19 ( 100) 1
0 (0) 38 (100) J8 (100) : ■

Ibtal t 11 (19) k6 ( 81)
------------------------ J
57 ( 100) [- . 1, 1 I.

(n gu res in  bradceta are rew-pereemtagea}

From the aboTe table i t  can be aeen that 90^ o f  the high use 

managers f e l t  the budgets to be f le x lb le t  while k29̂  o f  then f d t  the 

budgets to be in fle x ib le . All the low use aanagera f e l t  the budgets to 

be In flsx ib le*

There setfits to be a oloae relationship between budget use and 

budget f le x ib i l i t y  as parcel red by the aanAgers* A a a jority  o f  the high 

use iBanaeors f e l t  the budgets to be f le x ib le  while a l l  the low use

■aaagera looked upon budgets as in fle :d .b le« Hie d ifference between the 

two ggoup* was found sign ifican t at P -  .000002 (F ish er 's  13xact Probebllity  

Test, Table 5« 20) .
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( b) R<latlon«hip between bttdift tia« and a tta in a tlll ty o f  Th«

follow ing table sbova th« rclatlonBhip b«t««cn budget us* and budget attal< 

nabllity*

Itible No. 5*21

The r^aticm slilp betveea budget use 
and budget atta inability*

Budget charac- | 
tes la tio t  I
A ttainablU ty !

I
t

tJae pattern 
o f budgeta

Attainable Itotal ; Level o f
• aigaificcA ee
II

------------------- 1-----------------------------------
10 (53) 19 (100) ; FlBher'a Exact

I Probability 
38 (100) 38 (100) • P .  .000012

BLgh

Lo«

Tbtal I

9 ( W  

0 (0)

9 ( 16) kB m ) 57 ( 100) *

(FLgorea in  brackets atre rov-pereantagea)

Fron the abore table i t  ĉ in be seen that o f  the h i ^  use aanagera 

thought the budgets to be attslnable, while 539̂  « f  then f e l t  the budgets 

to be unattainable. All the .low use Kanagera perceiTed the tadgets to be 

unattainable.

There seeas to be a siffilfioaB t relationship between budget use 

and budget a tta in ab ility  aa f e l t  by the aanagera. The d ifference between 

high use aansgers and low use aanagera regarding the extent o f  a tta ia a b llity  

o f  budgats waa fbund aignificattt at P ■ .000012 (U s h e r 's  Bxaot Probability  

Test, Table 5*21).
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(c )  Ralationahip bgtw««n budget use and tlBeliaeaB. The foU oving 

tabla shows tha ralatlonship batwaaa budgat nsa and budgat eharaot«vlatict 

tlaelinesa .

Tabla No. 5.22

Tha r«la tion sh lp  batvaan budgat uaa and 
budgat oharaoterlaH et t ia a lla e s s .

Budgat eharae* 
ta r la tlo i 
Xlaaliiiaas

Uea pattM ^ 
o f budgats

Ibtal Laral o f  s i g a l-  
floanee

t
High

Lov

19 (100) 

(37)

0 (0) 19 ( 100) ; 

21. («5 ) 38 (100) I

Tbtal 1 33 ( 58) (kZ) 57 (IOO)

(Ilguras in bradcats ar« rov-pareantagas)

Froa tha abova tabla i t  i s  claar that a l l  tha high uaa aanagars fa i t  

that tiaaliaaBa was obsarvad la  tha budgat prooasa. Thirty aavaa paf oant 

o f  tha loa  uaa ouinagara f a i t  that t ia a lin a ss  waa obsarTad, whila o f  

thaa wara o f  tha opinion that tiaalinaaa waa not obsaryad in  tha Kidgat 

proaaaa.

Thara saaaa to ba a algnlfiGaitt ralationahip batvaaa budgat 

and tiaalinaaa in  the btidgat pxcoasa* Tha differanoa batvaan high «aa 

naaagara and lo «  uaa aanagera ragarding tiaalinaaa «as found a ign ificant 

at P > .0000012 (fla h a r 'a  Bxaoi; Probability Teat, Table 5*22)•
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(d) a«l*ttonahlp bttw—n badgat uaa and budg»t fo llo»»n i,. Tb« follov* 

iiig table shows th« r«latloaafalp bstvaSB th« use pattern o f  budgets and 

budget follow-upt

TttUe »o . 5,23

The relationsliip between budget use and 
budget oharaetsrlstlet fo U o v -i^ ,

t
Budget eharao> 1 

t e r ls t ic i  1 
■*\^Follow-up I Begular

j
Use patt«r^\^^ , 
o f  budgeta

Irregular 9otal LtirtS. o f  siga ificanoe

High 19 (100) 0 (0 ) 19 (100) 

Low 29 (76) 9 (2k) 38 (IOO)
Fishex% Ji^ot 
ProbabiUty «  
P -  ,9 l8 l

Total 1 W (S'*) 9 (16) 57 (IOO)

(Flgurea in  brackets are TO«<>pereentag«s)

Froa the aboTe table  I t  i s  e l«a r  that a l l  the high uee nanagers 

f e l t  that the follow -up was regu la r, SeTeaty six  par cent o f  the low 

use unagars pereeiTed that the follow -up  was regulaTt whila ZkfS o f  then 

f e l t  that the foUow-u^ was ir re g u la r .

there s««ms to be a dgniflc&att relationship betwaen budget ua« 

and follow-up o f  budgets, The differanoe betwean the high use and low 

use Banagars as to the ext«nt o f  budget foUov-up was found sign iflean t 

at P «  «0 l8 l (F ish er 's  Exaot Frobatdlity Tsstt Table 5*23) •
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The foU osing  tmVLe sunmiuidaes th« «!»▼« rslationshipa.

Table Ko. 5- 2^

Th« rtlatlonoM ps b«tw«en budget uae and 
budget oIiar««t<risties.

HslsUonshlas explgred Testa applied RftiwlA MgnlficAPCe

<a) Us# o f  1mdg«t and budget 21sher*s Sxaot P «» ,000002 Slgalfleftnt at
eharaeteristiet Probability  test P -  ,000002
f le x ib i l i t y

(b) tlse o f  budget and budget f lo h o r 's  HIxaot T »  ,0000102 S lf^ f io a n t  at
eharaeteristlet P robability  teat P «• 0000102
atta in a b ility

(o ) D«e o f  budget and budget lash er 's  Bmot P > ,0000012 Slgalfloant at
ohBraetexlstlot Probability test P ■ .0000012
tlBelinees

(d) Use o f  budget and budget Fisher** ^bcaet P > ,0 l6 l S ignificant at
oharaeteristiet Probability teat P ■ ,0 l8 l
foU ew ^p

The aia o f  the chapter was to find out the Managers' aceeptanee 

and use patterns o f  budgets and the relationship between then and also 

the relationship beteeen the acocfptaaoa «nd use o f  budgets and budget 

chara«terlsties. The data revealed a s lgn iflea a t relationship between 

the managers' aooeptanoe and use o f  budgets. In other words, aanagers 

who were high aeceptors were hlg^ users. Conversely, aanagers whose aecep- 

tanee was low were low users o f  budgets.

The data also revealsd a close  relationship between budget aooeptanoe 

and budget ohoraeterlstioa o f  fle^ d b iU ty , a tta in a b ility , tlaelinesa and 

follow -up. A close  relatiottship was found to ex ist betwesn budget use 

and budget eharaeterlatlcs o f  f le x ib i l i t y ,  a tta in a b ility , tiaeUneww and

1H
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foU ov-op* Managera who reported high aociptanoe and high ua« o f budgata 

f e l t  that badgata war* f le x ib le  and a tta la«b la . Thay aloe f e l t  that tlate- 

liaeaa waa obaervad in  the process o f  budgeting aad that follow-up was 

regular. On the other hand« oaaiagera having low aoceptanee and lo «  «se 

o f budgeta oonaidered the badgete to be in fle x ib le  and unattainable* A 

onbatanti^ preportloa o f  these nonftgers f e l t  that tiaaliness wa« not 

obserred in  the prooetia o f  budgeting and that fo llov -u p  was irregn lar,

'nie next ohapter takes the issue o f  participation  and i t s  

influence on the aeoeptanoe and use o f  budgets.
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OHAPTBR -  VI

PABTICIPATIOH ARD ACMPTARCE AMO 
USB o r  BDDOET

Hu us« o f  partidpatioB  m  a aBMigaMnt too l la  on* o f  th« iaportattt 

prlaolp lta  o f  oontcKporary wmnrngmmt mormrnnt* This ehapttr oontaln* a 

bsltff sttrray o f  l i t « r « tn r «  on partidLpatton la  th« bud(«t oontoxt aad a 

Oiacaaaloa o f  tk« aoopo aad th» axtent o f  participation  a f tha auag^ra 

in  tb« budgot proeoaa aad ita  lailuoaea on thair aaoaptonoc aad aa« o f  

tiidc«ta.
I

n i l  about 1930 badgata wtro inpoaad budgata and raflaetad tha tradi

tional aodal o f  naoaganaat* By than, tha businaaa eoaaanity raaliaad that 

'’IflQjoaad tedgata raaaltad ia  soaa ^ aaatia faetio ii and adviea mm glToa to 

prapara ^ a a  in  tha dip«rtaanta and hava thaa reviaad ar adit«d ia  tha 

oantral o ffioa v ."^  Thaa p ^ t i« lp a t i< »  ««a aoo^tad aa an iaportant aapaot 

o f  Indgatiag. In tha Boldan a t«a l. report about naaagaaant policiaa  aad 

praetiaaa o f  31 laadiag U.S. la tea tria l Corporatloaa (19^1) i t  ia  atatadi

i t  ia  ooaaidarad iaportant to aaeura tha naxinaa poaaiUa 

participation o f tha orgaaiaation in  both tha preparation o f  the budgata 

and in  fe lloa in g  p ro g re a a ..... By ttiia prooaaa eaah paraoa coamita h iaaalf 

to a da fia ita  aaotmpliatanaBt against idiioh ha ia  checked aad can ohaek 

h in oe lf. The raaulta are uaually im p ra a a iv e*Q o fa ta d a ^  alao reported 

about the preTal«aoa o f  the aaae Ideoa in Europe*

1* Badgetary Gcmtral in  Kanufaaturing laduatrieat R.T*« Natienal 
ladttatrial Confarenoe Board* I931t p* 92*

2m Holden, L,S, Fiah and B*L« Smith, Top HtfiRgaMttt Organlaation
and Control, A Saaaareh Study o f tha Haaagenant P oliciaa  and Praatioea 
o f 31 Laadiag Indaatrial Oorporationa, C alifA ondcn, Stanford Univer
s ity  Preaa, 19^1, pp. 206-207*
G«R« Hofatede, o p .c i t , ,  p .to*
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Sord «Bd W«l«ch intarvivvfld oanagtfient o f 35 ooapani«s a&d r«port«d

that non« o f  the coapaBl«a tts«d to ta lly  InpOBod bud);«ts. Six flraa

(17 per o«nt) prepared obJ«otlY «s at higher l « r « ls  and allowad sabordlBata

Bonagera to oonsidar and oommant on tha* bafora fin a l adoption whila twenty

nine f ir a a  (83 par cent) requested subordinate aanagera to prepare their
kom  goals and obJeotiTea fo r  review and approval at higher leT els*  Thua 

p ortio ip a tiT e  badgating i s  an aecepted maaageaent p o l ic y  in  daveloped 

countries* Sueh does not appear to be the oase in  th is  country.

,>^artieipatiTe budgeting aaans "allowiag individuals who wLU be 

reepondble under a budget to participate in the decisions by i^ o h  that 

budget i s  established*'*^ Hofstede^ l i s t s  three types o f  decisions in 

which subordinates can partioipata. Thesa aret (a) decisions on the struc

ture o f  the syste«« (b ) decisions on the settin g  o f  standards, and (c ) 

dodsion s about actions on reported variances.

id  though trad itionally  strasa i s  given to participation  in  decision 

on the aetting o f  staadards* Hofstode suggested that in  the budget systea, 

there i s  a great scope for  participation  in (a) It (c )  above*

Conteq;)orary litera tu re  i s  replete with ben aficia l e ffe c ts  o f  partl»
7

cipative budgeting* A atudy by Argyrls concluded that greateat contribu

tion froa  budgetlBg a c t iv it ie s  would occur i f  subordinates were allowed

k* B.H. Sord and a*A* fe lsch , Bualnass Budgeting, R .T ., Controllership 
Foundation, In c ., 1938, p . 95*

%  Edwin H. Caplan, e p .c l t . ,  p . 85*
6* G*H* Hofstede, o p .c i t . ,  pp. 72*73*
7,  Chris Argyris, The Inpact o f  budgets on people, H.T., The Contro

llersh ip  Foundation, & c .«  1932*
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to participate in the a ct iv ity  o f  l»d e«t  crcation . In a aubBtqusnt work

Argyria atatadt **Tha aubordioatae should ba glvan an opportunity to parti*

d p a t«  in the Tarioua deoialons that are Made in  th eir organiaation which
o

a ffe c t  th«a d irectly  or in d irectly '^  The adTantagea o f  partieipatlTe 

budgaiiag are aa follow st

i )  i t  helpa to provide the ehalleaga and sense o f  reaponaiblllty  to 

the participating aanagera and 

1 1 ) i t  Increaaee th« probability  that the goala o f  the budget w ill be 

Intem aliaed by the aanagera, that I s , thay w ill accept the goala aa 

th@lr own.^ The other benefita o f  partleipatlTe budgeting Hated by V, 

Bruce Irvine are aa follows*

" 1 } I t  would have a healthful e ffe c t  on In terest, in it ia t iv e , aorale 

and enthualaaa.

2) I t  woulJ r e ^ l t  in a batter plan becauae the Imowledga o f  aany 

indlvldtialala coBbined*

3) I t  would sake a l l  leT «ls  o f  uanageaant more ttvara o f  how their 

particular fuactlona f i t  into the operational p icture.

<») I t  would inereaae Inter-dapaPtBental co-operation*

5) As a resu lt o f their itt^lvenent in  the planning function, i t  

vould Bake Junior ■anagenent more avare o f  the future with respect to 

ob jectives, probleaa and other conBlderations".

Sa Chris Argyrla, Organizational L4aderahip and PartleipatlTe Mtfiage- 
■eat, The Jourp«i XXVZI, January, 1955t P»

9. Edwin H. Caplan, o p .d t . ,  p* 85*

10* V. Bruce Irvine, o p .e it* , pp. 8>-8^«
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In the budget eontextt participation  i s  atressed because I t  ia  lik e ly  to 

resu lt in  better perfemance* The la tte r  ia  the outooae o f  good oomramioa- 

tionf control and aotiTation fostered by participatien,'*^ Horeover, p a rt i-  

oipatioai in  decisionHsaking satisfieB  the need fo r  autonosy, a f f i l ia t io n  

and aehieTeaent of participants and motirates thea to work for  the achieTe* 

aent o f  budget goals- Argyrie *partiolpatiTe' sty le  o f  leadership

as fu l f i l l in g  the in d iv idu a l's  need 't o  obtain optiaum self-aotualisation*.^^  

In view o f the notivaUonal iapact o f  participation , i t  i s  l ik e ly  to be a 

key element ia  the aec<q>tance and use o f  budgets*

Studies on partie ip atito  in  the budget context*

Many anthors haTe pointed out that participation  o f  aaaagere in e s t t -  

ins budget goals encourages them to id en tify  theaselves « ith  the goals, 

accept thea whole heartedly and woxic toward their aehieTeaent (Argyria* 

1952'*5| B«cker «. Green, ^Sallace, 1966'*^! Hansen, 1966**^| Dunbar,'’ ^

19711 Toai, Jr.'*®, 197*»).

11« a«H. Bofatede, o p .e l t . ,  pp. ■■ .........
12* C. Argyris, Personality and Qrgonisations« The C onflict between 

Systea and the Individual, N .T., Harper fc Bros,, 1957, pp, 191-192*
13* Chria Argyri* (1952)» o p .e it .
14. Selwyn ff* Becker & David Oreen, J r», "Budgeting It ^^^oyee Behavior, 

in  William J. Bruns, J r .,  fr Don T. DeCoster (eds«) o p .e it* , pp*327-^1*
15* Mich«el E. Wallace, ’’ Behavioral Considerations in  Ottdgftlag'* in  

vm iiaa J . Bruns & Don T. DeCoster (e d s .) ,  op*cit* , pp*319-325«
16* E«I* Hanson, "The Budgetary Control Function'’ , The Accountjag

Review. XLII, A pril, 1966, pp* 239-2^3 «ad also in Robert J* Mookler 
(ed s .) Readings in  Managflsent ContrAl, N.T., Appleton Century-Grofts, 
1970, pp. 326-332.

17* Roger L.M. Dunbar, Budgeting fo r  con trol, Adaiaistrative Science 
Qttarteigy. Voluae Ko. i 6, 1971# PP» 88»96.

18.  Henry L. Tbsi, J r . The Buaan £ ffeets  o f  Budgeting Systea on Manage
ment, in  T!red Luthana (ed .) Conteaporary Readings in  Organisational 
Beteviour, Second ed ., If.T ., Moaraw-Hill Book Coq>any, 1977, pp* 153-67.
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B*ck*r «r Qr*#n''^ eoncludad that ft ■ttoe«8sfttl participation  badgat 

doas two things ( 1 ) i t  indkaaa prop^  ootlTation and aeeaptanee o f  ap«ei- 

f l c  goala« and ( 2) I t  provldaa Infonaatioa to aesoolate reward or pmd-ah* 

oont vdth parfonumoa* Thay cane to tha aboTa oonelusiona a fter  reaaon* 

ing In the fo llov ln g  mannert

" I f  greater interaction leads to greater group ooheeiTenessi and 

i f  gronp eoh«el'renea8 and indvotlon to produoa at a higher or lower rate 

a r e  poaitimely correlated, then the proceaa o f  participation  can be ttaed 

to induce either higher or lower produotlon.

I f  participation , at an upper l e w e l ,  generatea positive  attitudea 

on the part o f  the participating saparwiaora, then indlTidoal supervlBora 

(each being a aeaber o f  a cohesive eub*group) w ill atteapt to indnce those 

group and Individual aapirations at the sub-group lev e l i^ich lead to 

higher rather than lower production*

I f  fcpirationa fo r  high lev e ls  o f  perfomance are induced, then 

higher lev e ls  o f  perfornance w ill ensue*

I f  esqpectationa o f reward or punishment aasodated with the achieved 

le v ^  o f  perfornanca are validated on the basis o f  knowledge o f that 

{^chleveaent, then ooanunication o f  result can a ffe c t  subaequent levela  

of aspiration and aubaequent parforoanca*

Therefore, ....................... . a sucoesefttl participation  budget increases
20group coheaiveneaa and inducea positive  attitudes*'*

19* Selwyn V« Becker b David Qrean, J r . ,  op*cit* , p* 338*
20* Galwyn W. Beoker Ir Daiid Oreen, Jr*, Budgeting and aqployee 

Behaviourt A rejoinder to a *%eply” , in  ttU la ii J* Bruna Jr. 
it Don T. DeCoater (e d a .) , o p .c it * , p. 35^*
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Participation should b« gsntxlne in order to eaisurc the psycholo- 

g loal involTeaent o f  aanagara. Wfail« praotisittg partlo ip atorj budg«tlngi 

on« ahould gaard againat pseudo-participation as pointed out by Chris 

Argyris^^ who illu stra ted  participation  as praetised by the budget s ta ff  

in the foU oeiag  caanert

"We bring them in , «e t e l l  them we want their frank opinion, but 

most o f  th«B juet s i t  there and nod theirrheads* We know they're not 

cooiag out tdth exactly how they fe e l .  I guess budgets scare thaat sone 

o f  them don 't hare too much education*••• Then we request the line super

visor to sign the new budget, so he can 't t e l l  ue he d idn 't accept it*

We've found a signature helps an awful lo t .  I t  anything goes wrong, they 

can 't come to us, as th«y often do, and complain. W« Just show them 

their signature and remind them they were shown exactly  what the budget 

was made up o f .........

"Such statements seem to indicate that only "pseudo-participation 

i s  desired by the con tro ller . IVue paxtieipation means that the people 

can be spontansoue and free in  their diseussion. Participation , in the 

rea l sense o f  the eord, also involree a group decision which leads the 

gro^p to accept or  re je c t  something new* Of course, organisations need 

to have their supsrvisors acc«pt the new goals, not rejwet them} however, 

i f  the supervisors do not rea lly  accept the new changes but only say they 

do, then trouble i s  in ev itab le . Such half-hearted aeceptanoe makes i t  

necessary for  the person who in it ia ted  the budget or induced the ehange, 

not only to request signatures o f  the "acceptors" so that they cannot la ter  

on deny they "accepted", but to bo alwaye on the look out and apply pressure

21* Chris Argyrls (I952)i o p .d t*
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constantly upon th® acceptors (through inforoial talks, meeting and 

"educational discussion o f  accounting” )*

In other words* i f  top^management exeoutives are going to use 

participation , they should use i t  in  the real sense o f  the word* Any 

d ilution  o f  the real thing " t̂ II  taste funnj'*, and people w ill not lik e  
i t ."22

The practice o f  pseudo-participation i s  caused not only by the 

budget s ta ff but also by the lin e  personnel* Sard and Welsch^^ reported 

that only lindted co-operation could be obtained from lin e  personnel in  

developing budgets.

Another form o f  pseudo-participation takes place i f  the top manage

ment continually changes the Ixidgeted figures resulting from participation i 

In such a case legitim ate participation  i s  absent. Such a p o licy  «L11

have dysfunctional consequences* This i s  supported by the studies o f  V*H. 
2kVreom «dio found that product!vity was higher then participation  was 

viewed aa legitim ate, but lower when i t  was viewed as not legitim ate*

In the case o f  oiir enterprise managers i t  seems paeudo-participation 

takes place at Budget Discussion Meeting held at the Zonal le v e l. Intei>> 

views with the enterprise managers revealed that their views were not 

given due consideration and that the opinion o f  the superior authority 

that i s  corporation o f f i c ia ls  prevailed* An enterprise head expressed

22* Chris Argyria, *̂ HuiiELn Problems with Budgets", in  Stephen J. Carrol, 
Frank T. Paine and John B. Miner, (ed s*). The Management Process,
Cases and Readings, 2nd ed*, N.T., Mcmillan Publishing Co. Inc*,
1977, p* 313.

23* B.H. Sord and 6 .A. Welsch, o p .c i t . ,  p . 102*
2^. As quoted by Andrew C. Stedry, Budgeting and Quployee Behaviors A

Reply in  William J. Bruns and Don T. DeCoster (e d s .) ,  op *cit.,p *  3 ^ *
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his diBaatisfactlon because the production e ffic ien cy  per loom per hour 

being set constantly at 7 lb s . fo r  hessian, 19 lbs* fo r  sacking and 

lb s , fo r  carpet backing d o th  for  the years 1976-1977* 1977-1978 and 

1978-1979 without con^deilng the production efficiency aohleTement o f  

the enterprises aad that o f the industry as a whole* This Mew was veri

fied  by ooBparing the prodnctlon e ffic ien cy  set in  the budget guidelines 

with the actual e ffic ien cy  achleTefflent o f the enterprises and that o f  the

industry fo r  those years and was found to be true.

Participation in budget may result in  creation o f  slack by the
25managers* Cyert and March defined organisational slack as the d i f fe 

rence between the tota l resources available to the firm and the to ta l 

resources necessary to maintain the organisation coa lition . Michael

S ch iff and Arie Y. Lewin^, Lowe and Shaw,^^ Dalton^® and Qordon S h illin g - 
29law  ̂ pointed out how the managers build Aack into the budget. S ch iff 

and Lewin^^ were o f  the opinion that a slack environment i s  neeessary in

23. R.M. Cyert & J*Q* March, The Behavioral Theory o f  the Firm, 
Prentice-H all, 196?, pp. 36-38.

26. Michael Sch iff & Arie Y. Lewin, "Why Traditional Budgeting F a ils",
Financial Sxecutive, V ol.36, No.5, May, 1968, pp. 51-62*
--------- iiQd a.T. Levin, **The Impact o f People on Budgets", The Aocoun-
t im  Review. Vol.if5t No*2, (April 1970), pp, 259-268.

27. A.E. Lowe & R.M. Shaw, "An Analysis o f Managerial Biasing, Evidence 
from a Company's Budgeting Process", The Journal o f  Management 
Studies. Vol. 15 . No.3, October, 1968, pp. 30i»-315.

28. M. Dalton, Hen Who Manage, Wiley, 1959, pp. 36- 38.
29. G* Shlllinglaw, Divisional Performance Reviewt An extension o f 

Budgetary Control: In C.P. Boninl, R.K. Jaedicke, H.M. Wagner (e d s .) 
Management Controls! Now Directions in  Basic Research, McGraw-Hill 
Book CoiQ)any, 1964, pp. 1V9- 163.

30. M. Schiff & A.T. Lewin (1968), o p .c l t . ,  p. 57.
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order to aaxlniis* pvrsoaal goals achieving th« goals o f  th« f lrn .

Bat 9xe«8slT« daek  la  detrla«atol to th« iatarast o f  tha firm . Sot they 

suggastad In-dapth ravlawa by t*p aanagenmt during the prooesa o f  deTe* 

loping budget In order to raduca slack*

Searfoaa and Moneaka (1973) exumiaed tha relatlonahlps between 

perceived parti elpation in tha budget process and both motlTation to 

achieve the budget and la re l in the org«niaation hierarchy* Their rese

arch revealad the fo lloa in g i

Cl) Perceived participation  In  the budget proceast and notlvation to 

achieve the budget are poaitively  related along totli the goal directing 

e f fo r t  and evaluative e ffo r t  dinenslons o f  Dotivatlon, but more on the 

former;

( 2) The need fo r  independMoe and anthoritarianlsB did not moderate 

the relationahip between percelTed participation  in  the budget process 

and motivation to achieve the budget; and

( 3) A poeitlTa relationahip e s is ts  between perceived partLdLpation 

in  the budget process and organlnational level*

Their reaearoh len t support to the «Le« o f  aoden organiaational 

theory that the involvement in  decision-oaking and goal setting  processes 

id .ll resu lt in greater personal commitaent to the organlsi^tlon and i t s  

goals* Thia personal coanltBent cdLH« in  turn, increase the level o f 

aiotiTation o f  the e^ loyee  to strive towards achieving these goals.

51, H, Sehiff & A.T. Lewin Cl9?0), o p .c lt* , p* 266*
32* D, Gerald Saarfoas and itobert M. Honcska, "Perceived Partlolpatlon 

in  the Budget Process and Hotivation to Achieve the Badget'%
Aoat— y o f ManageweBt J»umal« Vol*l6, Ho,^ ,̂ l975t P* 553*

35. Ib id ., p* 551.
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Bofat«d«'a r«a«areh alao revealed that budg«t partlelpation  was 

the variable with the atrongeat e f fe c t  on a ll  ■easurea o f  m otivation .^  

Kon MllaBi (1975)^^ studied foreaan p a rtld p «tlon  In budget-setting and 

i t e  rolatlonahlp to perforaaaoet attitudes towards the Job and the ooa» 

petty* He found that budget setfclns partlclpatloat related well to a t t l -  

tudia but did not relate  oonalstently to perforaance* He alao found that 

ettltudea toward the job and oonpany (the two Intervealag varlablea) bore 

no sign ifican t relatloushlp to perfom aaoe.

16Frank Collins‘S  la  a study o f  budgetary control and the re la tion - 

ehlpa ctfBoag aoM« behavioural vailables a ffeetla g  individual reai>onse to 

budgets eaae to the oonelusfcoa that perceived budget eharaetexlatiea e«g* 

aocuraey, estlBBte certainty, co n tro lla b ility  and participation { attitudes 

towards theae charaeteristies and personal flex llsd llty  were iaportaat 

correlatea with budgetary response attitudes. His study supported the 

correlation  o f  participatory budgetLag aad poaitlve reapoaae attitudea*

SwLeriaga aad Moncur (1975)^^ found h i^ e r  aaed aatlsfaetlon  aaong 

tcanugera idio were consulted on their budgets than those âbo were not 

consulted.

34. Q.H. Hofatede* o p .c lt .«  pp. l 8l » l 82.
3}^. Kea Milanlt ''The Relationship o f Participation in  Budget-Settiag to 

Ihduatrlal Superviaor Performance aad Attltudeat A H eld  Study***
‘Jhe Aecouatiag Review. Vol. I ,  April, 1975* pp* 27^28U.
Fraak Collins, o p .c i t . ,  pp. 52^55«

37* Bobest J . Swieringa and B«bert H. Honcur, Soae B ffeots o f  Parti
cipative Budgeting on Managerial Behavivr, Rational A ssodatioa  o f 
Accouatants, 1975* as quoted by Izzetin Keais, o p .c i t . ,  p. 709*
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lEZctln K «ni«^  cxaKliiad th« e ff«e ta  o f  badg«tarj goal oharaetarls- 

t ie s  o f  participation , c la r ity , feedb«ok| •raluatiOB, and d i f f ic u lty  on 

Job»rolat«d attitndas (Job su tis fa c^ on , Job involTeaant, Job toasioa), 

tudget rolatod attitndea (a ttltvdo  toward budget, bodgttary notiTation) 

and se lf-ra la ted  parforaaao* (budgetary perforaancet eoet effie iettcy ,

Job perf03raance) • The resu lts o f  tds study shoved that bud^tary p a rti- 

d p a tloa  and budget goal c la r ity  tended to have pos itive  and eigB lficaat 

e ffe c ts  on Job-related and budget-related attitudes o f  Bananera* He also 

found that participation  and goal c la r ity  had sign ifican t influence on 

budgetary perforaance o f  aanagars.

KahiB*8 study revealed that participation  in  budget settlag  i s  Tary 

iBportant as i t  i i^ o T e s  annagers* morale* furthers aanagers* interest* 

backing and achieTeaent o f  the budgets, (brtie ipation  also resulta in
%q

practical budgets.'^ His study also su^ested  that participation  or 

oonsoltation in  budget setting i s  a supporting factor in  aaaagers* use 

o f  budgetary inforaation.^®

IVoa the above dlscusaion, i t  may be concluded that participation  

in  the process o f  budgeting retfilts  in  acceptance o f  budget, ii^>roT«ient 

in  the quality o f  budget, activation  to achieve the budget targets, and 

uae of budgetary in foraation by the managers.

Linitatlons o f  Participation,

Participation i s  no panacea f»»r a ll  budget aystea i l l s .  While prac- 

tir fjig  the participative budgeting the peraonality d ifferences o f  aanagers
_____________ T_______________________ ..

38.  Isaetin Kenie, o p .d t . ,  pp. 707- 721*
59. A.M.A. Rahin, o p .o it . ,  p. 393* 
i»0. Ib id , p. 595.
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and tli« org«nl««tloniil aattliig must b* boma in  H ad, Thia haa b«en aptly  

described by ^wierlaga in  the folXoidng vordat

**It appears that aU le  inoraased partioipation  by operating naaa- 

gers in  budget aettijig proceas may be beneficia l in  aone aituationat i t  

oayt la  fa ct, be detriaantal in other aituatlona. The reason fo r  thia 

variation i^pears to l i e  in the context «Lthin which participatlT e budget

ing i s  used -  aaaely, vithin an orgaaiaatioaal settlag* Thia setting is  

oofflplez aad the in terrelationships and interdependeaeiea among organiaatlon 

iBsobers are both potent and subtle* The peraonalitiea o f  these neKbera 

Qust be considered, as oust bhe pattern o f soc ia l re la tion s and the 

processea o f coBmunication and a od a l in fluence.

On the ba«d.s o f  «ridences put forward by French, Israel and Aas,

1960{ TiannenbauB, 195^1 Taaneabaum and A llport, 1956 and Vroon, 1960^, 

XdLkert atated that **the aaouat and oltar«icter o f  participation  need to be 

geared to the Talues, s k i l ls  aad expectation o f  the people inTOlved I f  

productlTe resu lts  are to be obtained*" L iB itatlon s to the e f fe c t  o f
kv

participation on perforaanee have also been pointed out by Bbfsteds. 

nie propoaeats o f  participmtlon were not without opponeats.
Jili

Hofstedo cited  a study by Charaes and Stedry which dalB ed th it **it 

i s  not clear froa recent evideace,•••,,. that partlclpatioit ia  goal s e t t -

^1« Sid.erlaga, "A Behavioral Approach to P articipative Budgetiag” ,
Hanageneat Accountlar. February, 1975# p- 35*

k2, Hensls Idkert, Hew Patterns o f  Hflnageneat, H .T., KoOrav-aill Book 
Coapaay, la c . ,  19^1» p. 2^2*

^3« Q.H. Bofatede, o p * d t . ,  pp* 70-72.
44. A, Charaes aad A.C. Stedry, r^xrther Exploration in  the Theory o f  

!4ultiple Budgeted Ooala, Research Paper No. 12, Orgaaisattoa 
fiesearch Progranae, School o f  Industrial Haaageaoat, M .I.T ,«
Caabrldge (Mass), 1963* p« 6*
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ing i s  80 adTantagsous as to pr•elude th® Ineluslon o f  non<»partiolpatl> 

v«ly  a«t goals in  behavioral aodaloa” Aftar presenting th« rasults o f
k5

soma ctttdias, Stedry «iq>rass«d seep tldan  about tha a ffe c t  o f  parti

cipation .

A fter oonaidering the proa and cons o f  participatlT e budgeting i t

cay be said that participation i s  an i i^ r t a n t  elenent but i t s  content

must be aiaed at aohieiring the goals o f the organisation. The reaarka

o f Hofstede are eorth ■antioning **••••..........the huoan side o f  budgeting

i s  partieipatlon in  Btandard-aettlng«.•••••• This sole  concern ia  not

ju st ifie d  and that budgeting has oany other huaan aapeots. Tet the p a rt i-
46cipation Isaue i s  liqoortant."

The next section deala eith  the scope and the erb «it  o f  participation  

o f  the nanAgera o f  the enterprisss in  the budget process.

6*2 î cCDe o f participation o f  the im agers 
in  the budget process.

V
The area* leTel* fora and intenedty o f participation  rmrj froa orga-

K7niaation to organisation. Managers o f  the enterprise* under BJHC do not 

have scope o f  participation  in  strategic decisions leading to budget 

prentlBes. These decisions are taken by the board o f  d irectors o f  the 

corporation in consultation with the controlling  K lnistry and in the lig h t  

of the aacro-plan. Managers could haTe participated in the foraulation o f 

budget guidelines* But these are developed at lUie oorporation head o f f i c e

A.C. Stedry, "Budgeting <oid ^ l o y s e  Behaviort A Reply" in  Udllllaa 
J . Bruaat Jr. and Don T. DeCoater (eds»)t o p .c i t . ,  p* 3^8.
O.B. Hofstede, o p .c i t . ,  p . 17^«

♦̂7. Musaffer Ahaad, ’’Workers ParticipaUon 1 A fraaeeork for  Analysis**, 
Institute o f Business Adainistration, UnlTersity o f  Dacca,
Journal o f  Managea«it« Business fc Econoaiss. V ol.8, Ho«1, 1982,
pp. 103-115.
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on th« ba«Ls o f  stratogle doeialons taken at th« top lo y d .. On beiag 

intervi«w«d, tli« budget s ta ff  at the corporation head o f f i c e  told  that 

enterprise oanagers are not formally consulted daring the foraulation of 

budget guidelines which fo r«  the baBis for  the prefar^tion o f  enterprise 

budgets* But there i s  scop *̂ fo r  in foroa l disoussion in  th is rea^eet.

Msnsgers have aaple scope o f  partieipation in the preparation o f  

budgets within the franevork o f  budget guidelines. At th is stage they 

c«n work with superior aanagers, fe l lo v  oanagersi subordinate aanagers 

and accounts personnel* Budget guidelines are sent to the head o f  the 

ehterprise and to the head o f  aeeounts* The head o f  accounts intiBates 

the budget targets to enable the diparta^ntal managers to prepare their 

reqpectlTe departmental budgets. As the managers d is lik e  figure eorks* 

they re ly  on the accounts department to prqiare their departmental taidgeto 

on the basis o f  the informatioa supplied by them. At th is stage some 

managers woric intensely with the enterprise head, fellow  taanagers, subor

dinate managers and accounts peraom el. Vhile some managers supply nece

ssary information as requested by the account a department and refra in  from 

intermction with others. These managers donot appear t^ take their respon

s ib i l i t y  Tery seriously . They need training fo r  change o f  perception so 

that there i s  adequate interaction* Such in teraction  i s  lik e ly  to resu lt 

in  better budget oriented behaviour. In such a came, maitagers may o f fe r  

suggestions fo r  the improTement o f  budget system amd also mention fa ctors  

that should be t«ken care o f in  the preparation o f  budgets.

As there i s  no budget committee at the enterprise lev e li the oppor

tunity o f  Joint discussion regarding the d ifferen t aspects o f budget i s  

also absent.
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Th«r« ia  seop« o f participation  at soaal lavel budgst disoussion 

and fln aliaation  it««tlng o f the budget ooBndttae through th« two repra> 

seotatiTaa o f  the enterprise * the enterpriae head and the aecounta head* 

As has been aentioned ea rlier , participation ia  not e ffeetlT e at this 

le v e l . An enterprise head oommentlng on the l^notioidng o f  the oomieittee 

saidt

**The budget coaaittee aeets to e r it ic la e  our past perfonanees 

rather than to lis te n  to our probleaie*”

Interriewa nith the enterpxlae canagers and accounts heads also 

revealed that no fom a l aeatinga are held at the enterpriae leve l to
•

discBss and find out ways «ad aeaaa o f iflQ>le«entatlon o f  budgets. There 

1 b scope o f  partloipatiott in the oonal perforaanoe review neetings held 

on a monthly basia. Theae review aeetings are attended by the enterprise 

h<lad and the aooounts head, Aetiono fo r  reooving unfavourable variances 

are suggested at such aeetings. Tho m terprise head holds in fora a l d is - 

ctisaion «ith  other Baaagera o f  the m terprise before and a fter  the aeeting*

Participation in  the budget process may be foraal and inforaal*

The soope o f  foraal participation  le  more or lesa prescribed by the cor

poration, Considerable acope fo r  in foraal participation  exiata in  the 

budget iBpleaentatlon phase.

Extent o f participation  o f  aanagers in  the budget proceas.

Likert^^ viewed participation  as ahole range o f  preceases a: 

a c t iv it ie s "  and described partieipatlon  as ”a oontlnuua o f processes

kS* L ikert, o p .c i t . ,  pp. 242-2^3.
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ran^ag fros  ' l i t t l *  partielpatlon* to *Buoh |>artlclpation*. Kleven 

queatloBa (App«ndix-1 , Part-D) wer« uaad to neasura a nanagar'a axtaat 

o f  participation in  th« budget proeeoB* The usa o f  fira -p o in t Llkart 

soalas anablad the scoraa oa tlias* questioaa to ba ausiaed up. Th« subi 

tlOB indioatad tlia axtant o f  tha managers' partie ip atioa .

Tha follow iag t|bla shova the axtaat o f  p a rtid p attoa  o f  tha 

maaagera*

Table No, 6.1 

Tha extaat o f  participation  o f  tha aanagars*

Sxtaat o f  ;
partioipatioa  {

Typa
ot aanagers

aigh Low Total \ Laval o f  s ig n i- 
* fioaaee

=*«=-------------- -i------------------------------
^ texpriae Bead 7 (37) 12 ( 63) 19 (100) tt

' Chi-aqaaM » 1*65
Produetioa Head 5 (26) 14 (7^) 19 (100) t Not a iga ificaa t at
Saloa Head 3 (16) 16 (84) 19 ( 100) • *05 1

Itotal t 15 (26) kz (7*>) 57 ( 100)
111

-I-.,.
d lgnraa la  braekata are roa-parceatagas)

From th» above table i t  ia  olear that Z6% o f  the RMaagera iaterviaoed 

parcel Ted h l^  participation  ia  th« budget process whila 7 ^  o f  thaa 

perceived lov  partlclpatloa  ia  tha budget procoss* Of the eatarpriaa 

heads, 37% peroaivad high partioipatioa  while o f  thaa perceived low 

p a rtid p a tioa ) o f the productioa heada, 26̂  parealved high p a rtld p a tioa  

ubila 7 ^  o f  thea perodved low p a rtic lp «tioa  and o f  the aalas hsada«
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16SS belongod to high p a rtid p a tioa  group while reat o f  th«a ( 8̂ )  

b«lottg«d to low participation  group. Of th« aaaagers who p«re«lT«d high 

porJd.cip«tion, k7% belonged to the oategory o f  eaterprtae heads* 339( 

balcjigod to the category o f  production heada and the reat ( 20̂ ) belonged 

to the category o f  aalea hea4a*

£o, i t  can be aald that the aaterpriae heada had the higheat degrva 

o f participation  followed by the production heada and the salea heada*

But there seeaed to be no a lgn ificant relationahip between the extent o f 

participation  and the type o f  ■aoa.gere* That la  high participation  and 

low participatioo in  the budget prooeaa aa perceived by the Managera 

vere independent of their type* Honagara who peroeiTed high participa

tion held a senior rank aMong the oaxuigera o f  their rei^ectiTa caitegory* 

In other worda, sanagera peroelTed high participation  aa they moved up 

in  the naaageaent hierarchy. Beoauset they got sore scope to participate
I

in  the budget process which i s  a t<^->do«n one* Ritchia and Hilea alao

reported that perceived participation  «aa higher aa the poaitiott leve l
49

in  the organiaatlon roae*

The next s'^etion exploraa the relationship between participation  

and aecwptance and uae o f  budgeta*

6 .3  Selatlonahii} between participation  and 
aecentance and uae o f  twdnets.

Participation in the budget proeesa la  lik e ly  to in fluence the

aocGptaBce and uae o f  budgets* The follow ing table ahowa the relation*

ship between participation  and aoo^tance o f  budgeta.

J . Bitchie and R.S. Hilea« "An Analyaia o f  Quantity and (Quality 
o f Parttdpation aa Mediating Vnrdableo in  the Participation  
Decision Halcing Proceaa**i Personnal Psychology, Vbl.23* 1970, 
pp. 5^7-359.
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!fo, 6.2

Tht rclatlottahip batveen participation  and 
aee<ptaao« o f  budgets.

Acceptane* 
o f  budg«ta

Tbtal t

Sigh Low [ Ibtal
I

______ ___________

L«t«1 o f  signifioanee

10

5

8 18

39
' Chi-aquara »  11,66

15 *>2 57

; Signifioaiit &t
-1 .001 t
I*

Firoat th* abov« tabla, i t  oan ba seen that o f  the f i f t y  aaTen Kaaagers 

interviawedt t«a sanagars Cl89() perceived high participation  and thair 

acceptance «aa also hif^ . While th irty  four tenagers (60Slf) paroaiTad 

low participation and their aeoeptanee «as low* On the other hand* eight 

o f  them C l^ ) peroeiTed low participation but had high aoc^tanee and 

fiv e  o f thea ( 9̂ ) had high partloipation but their acoaptanoe o f  budgets 

was lov« Thera was a ^ g n ifica n t r d la t lo n ^ p  between participation and 

acc^tanoe o f budgets (S ignificant at *0Ol le T e l) . Managers iho perceived 

h±£^ participation were high acoeptora while managers perceiving low 

participation  tended to be low acceptors*

llie following table shows the diatributlon o f  oanagers from d iffa «  

ront functional areas according to attributes o f  partloipation  and use*
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Xha relationship b«t«een participation  and 
use o f  budgets.

Table No, 6,3

Lo«

5tetal *

38

15 ‘ 2̂ 57

Significant at «01 
le r e l .

Tlie above table ebons that o f  the f i f t y  seven respondents,ten ( l 8̂ ) 

perceived high accefptanoe and their use o f  badgets was also high. Con* 

v e r o e l ?  th irty  three maagers ( 5^^) reported low participation  and lo s  

u s e  o f  bvdgets. Butt o f  the m a n a g ers  (169£) perceived low p a r t ic i

pation snd had low use* Fire o f  the otanagers ( 6Slf) perceived high parti

cipation but their use o f  budgets was low. There i s  a sign ifican t re la 

tionship between participation  and u s e  o f  budgets by aanagers (S ign ifican t 

at ,01 le v d l) . In other words, m a n a g ers  who perceived high participation  

tended to be high users i ^ l e  those perceiving low participation  t«aded 

to b e  low usen*

Ihe close relationship betwesn participation  and KC0«ptan0e and use 

o f budgets supports the findings o f  K ofstede^i Ken Hllani^^, Searfoss 

and Honcska^^, Collins^^, Suderlnga and Moncur^, »nd Kenis^^. This also

50. O.E. Bofstede (1968), o p .d t .
51.  Ken Mllani (I975>t o p .c it .
52. D.Q, Searfoss and R.H, Honosska (1973)« o p .d t .
53.  Frank Collins (1978), o p .d t ,
5^, R.J, Swlezlnga t  H.H, Moneur (1975) • o p .d t ,
55. lasstin  Kenis (l9 7 9 ), o p .d t .
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lends aupport to th« o f behavioural 8c l«ttti8ta lik e  ArgTrls,

HcGr«gor« Likart and Lock««

On th« baslB o f  th« diaousfilons in  this chapter i t  can b« oonoltidad 

that th« «xt«nt o f  participation  o f  th« ■aaftsers in  th« budg«t prooesa 

w a at a low laral and thia had a alg]i3tfieant influenoa on thair aecep« 

tanoa and naa o f  budgata. Tha data suggest that aanagara «ho pareeirad 

high participation aeaapted and uaad bndgeta oora them thoaa vho pareei- 

ved lo «  partioipatlon . In tha naxt eh&pter, «a diaeuaa aaAogera* kaow- 

lodge regarding the purpoaaa o f  praparlag tha badgeta and i t s  influenoa 

on their aeceptanca and use o f  budgata.
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CHAPTKH -  VII

KHOfLEDGE REQABDH} FUSPOSES OP PHEPAAINa BVDQET 
AMD ACCBPTAlfCE AlfD USE OF BDDOET

7*1 Pmrpog^s o f  p r«p a rin g  b a d g »ts«

This oh«^t«r i s  d«Tot«d to the dlseusaion o f  th« purposes o f  prepar- 

in c budgete from theoretical point o f  view and the purposes for  «hlch the 

corporstion aad the enterprises under i t  prepare budgets, aaaagers* know* 

lodge regarding the purposes o f  budgets and i t s  influenee on aecaptanoe 

and use o f  budgets. Budget say be prepared to r  a nuaber o f  purposes.

^tedry^ stated that the B u lt ip lid ty  o f  purposes fo r  which budgets are 

p r e p a r e d  i s  im p lic it  in  Kohler's de fin ition  o f  budget.^ Purposes o f  prepa

ring budgets from a theoretical point o f  view are stated below.

Managerial to o l.

Budget may be prepared for  ttss as a managerial to o l. As budget aids 

managflfflent in  planning, oo-ordinating, oontroU ing and motivation, i t  may 

be looked upon as a tool o f managonent. Contemporary eriters^  and p ra eti-

1* A.C» Stedry, Budget Control and Cost Behavior, R .J ., Prentice-Hall,
In c ., 1960, p. 3*

2.  Kohler definss budget as fo llo v s t  ” 1 . Any financial plan serving as 
an estimate o f  and contxt»l OTer future operations.

2. Hence any estimate o f future costs .
3* Any sfstematio plan for  the u t ilisa tio n  o f  manpower, material 

or other resources” . Eric L« Kohler, A Dictionary fo r  Accountants, N .J., 
Frentice-H all, Inc4, 1970, p«67«

3, W,D, Knight ft E.H. Weinwurm, Managezial Budgeting, N.T., I3ie Macmillan 
Co., 197^, p . 6.
G.H, Hofstede, o p .c i t . , p . 22*
ff.K. Bunge, Managerial budgeting fo r  P ro fit  Improveaent, N.T., 
McGraw-Hill Book Company, 1968, p .v ii*
Adrian Buckley ft Bugune McKenna, Budgetary Control ft Business Behaviour 
in L.S. Hosen (ed .) Topics in  Managerial Accounting, Toronto, McOraw- 
m i l  Byeraon Ltd., 197^, p* ^3*
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tioners pat d iff« r «a t  atressca, but thera la  a oona«naus that "budget la  

a nanagaaant too l to fa d l l t a t a  the meouigflBeat taak o f  leading the bualaess 

tovarda ita  goala*** In ao far as budget i «  used to dlaoharge tha fuactlono 

of iBonageaent, i t  aaauaea the oharacter o f  a oanageilal to o l. The importance 

o f budgeting in  managing an organisation hare been euecinctly atated thuss

"Budgeting is  a means o f  co -or^ aatin g  the combined in te lligeaee  o f 

an entire orgmnizatioa into a plan o f  aotion baaad upon past performance 

and governed by a rational JudgeKeat o f  factora tbat «L11  influence the 

eourae o f  the businesa in the futora. Budgeting ia  not juat oontrol, not 

juot forecaating. I t  i s  an «xactlngt rigorous maalysis o f  the past and a 

careful ealoulation o f  probable and desired future operatlona. The ob ject 

ia  to subatitute deliberate , well-conoeivedt astute business Judgement fo r  

accidental aucceaa in enterprise management.'*^

Tbust budget con be a very potential managerial tool pro'vided the techni

cal aspect as well as the behaTioural ae^ect i s  taken proper care o f .

Authorisation to spend.

Ctaa o f  the purposes o f  preparing budgets may be to unthorise capital 

and revenue expenditure. The authox-ieation function o f budgets haa i t s  

roots in  Qovemnent budgeta vhich ore s t i l l  authoriaatioim to G fpend fo r  

s p e d fio  pur^oaea approved by the leg is la tu re . In the case o f  a business 

organisation, the c a p ita l  expenditure budget haa an authorisation function.

G.E. Hofatede, o p .c i t . ,  p. 22.

% A« Mats, O.J. Curry and Q.V. Fraxtk, Cost Aecounting, ^th ed«,
Chio, South Western Publishing Co., 1967* p* *»70.
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In the oasa o f  th is budget, the oanagare are required to re s tr ic t  expen

diture upto the authorised lere l*  So far as the operating budgets are 

ooncernedf the attthorlsation funotlon i s  not to be taken r ig id ly . I t  

means that the upper ejcpendlture le v e l can be varied i f  the business 

oonditdon so warrants*

mannimc.

Budgets Bay be prepared to plan the a c t iv it ie s  o f  an organisation* 

PlonniBg i s  a v ita l M nagerial function* It fa c il i ta te s  the growth and 

prospezlty o f  a business ecterpriae. "Without planning* business beooaes 

random in  nature and decisions ■etininglese ad hoc choices***^ I^anning i s  

ft Bine qua non for a l l  organisations. Since plsnning ains at achieving 

the enterprise ob jectives , the very act o f  ftlanning draws attention to 

these ob jeetlves. By eaphaslaing the ob jectives, planning brings about 

coordination avong the a c t iv it ie s  o f  the various departaents*

Planning forces the aanagers to look ahead and consider the perio

dic n«ed to revise and extend plans in order to achieve their objectives*

Planning sids in econonioal operation by putting esphasls on e f f i 

cient operation and consistency.

I t  fa c ilita te s  control* "The better th l^  planning i s  performed, 

the better are ■anageaent's chanoee to get e ffe c t iv e  contrcJ.* This seeas 

to be self-ev iden t and is  why aanagenent control can not very easily  be 

disttsassiated  froa p la n n in g .T h u s ,  planning and control are intertwined*

6* H. Koonts and C.O*Donnel, The Naiture and Purpose o f  Planning in 
David E*£wing, ed .. Long Sangs Planning fo r  Manag«a«nt, K.T.«
Harper ft Bow Publishers, I9^^t P* 30*

7. w m iaa Travers Jeroae I I I ,  o y .c i t . ,  p.
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Planning and budgeting also go together. **Ac budgeting im plies 

planaing, ao planning in  a buainess ia p liea  budgetiagt every plan wide 

must eventually be tranalated in money, and in th is way i t  beeoaea a 

budget.” ®

A budget ie  a useful tool o f  planning. In the planning phase* 

i t  enable* aetions to be baaed upon thorough Investigation , study and 

researeh. Seoondly, i t  en lists  the asaiataBoe o f  the tfitire  organiBa- 

tion  In deteraining the seat p rofitab le  course o f  a ction . This Involves 

active p irtie ip a tion  o f  a l l  aanagerlal levels* Partioipstion  helps in 

building Up esprit de corps, brings about u n iforsity  in outlook, and co

ordination aaong the a c t iv it ie s  o f  the d ifferen t depsrtaeats. I t  educa

tes the Junior aeHbers o f  the umageaent about the ob jectives  and probleas 

of the organisation. Thirdly, bud^t serves as a declaration o f p o licy

and defines the ob jectives o f the oonoem in  a precise and practieable 
o

manner.' n n a lly , budgets can also be used as a too l fo r  sen sitiv ity  

analysis which involves the examination o f how s lig h t changes in  aaaage- 

mont plans a ffe ct  the budgets. Many budgets csn be prepared keeping in  

\dew the alternative plans so th^t the moat deslrablo plan oan -bhen be 

selected .

Control.

One o f  the aost iaportant purposes o f preparing budget Is  to oontrel 

the operations o f  a buainess. "Control within an organisational systM  la
II

the proceas by which one eleaent (person, group, aachine, in stitu tion  or 

8« G.H. Hofstede, o p .c i t . ,  p . 23.
9.  J . Brooks Heckert fc Jaaes D. ^ U so n , o p .c i t . ,  pp. 1^16 .
10. J . Kosen and J.L. Livingstone, An >^ectancy Theory Approach to the 

Motivational lapaots o f  Budgets, The Accounting Review. Vol. 50, 
October, I975t P*
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nora) itttcntionitlly a ffeeta  th« aotlOB o f  another Pet«r F*

Orueker dlstingttishas b«twe«n the singular 'c o n tr o l ',  and th« plural 

'con tro ls '*  Aoeordijig to hia, 'c o n tr o l ' r s fcrs  to an «nd «fall« 'c o n tro ls ' 

re fe r  to neans to aehlere this end«^^ '*Contr<ae are analytiojil and 

operational, oonoemed «Lth what m s and i s .  'C ontrol' i s  noraative, 

concerned «ith  «faat ought to be  ̂ vd.th signifloanoe rather than with 

meaning. He idews control system as a v o lition a l s jstea  rather than 

a neehonical systea*

Managaaent oantrol i s  a aust fo r  every business* "Kanageaent con

tro l i s  the process by which aasagere assure that resources are obtained 

and used e ffe c t iv e ly  and e f f ic ie n t ly  in  the organisation 's objeetiTes” t 

vhile "operational control i s  the process o f  assuring that apecific  tasks 

are conned out e ffe c t iv e ly  and e ffic ie n tly " ,^ ^  Whatever oay be the form 

of control i t  involves the setting o f  obJectivee« plans, p o lic ie s  and 

standardsi ooaparing actual perforaance s ith  such ob j«ctivest plans* p o li

c ie s  and standards} analysing the deviations} taking corrective action on 

the basis o f  the analysis| follow  up the effectiveness o f  the corrective 

action and feading in foraation  back to the planning process*

11* a*H. Hofstede, e p .c it* , p* 11 , adaptatioi o f d e fin ition  o f  control 
given by A ,s . Tannenbaua, Control in  Organisations, N.T., McQraw- 
rdU Book Coapany, 19^8* p* 3*

12* Peter T» Qrucker, "Controlst Control and Hanageaent” , in  Charles P* 
Bonini, Hobert K. Jaedicke & Qarvey K« Wagner (eds>)| o p *c it .,p * 286*

13* n d d , p .  286*
14* Ibid, p .  2 8 7 .

13* Robert R. Anthony, Planning' and Control Systea -  A fraaevork for
Analysis, Boston, Div. o f  Research, Graduate School o f  Business
Adainistration, Harvard University, 1965* P* 27.
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Budgetary oontrol la on« o f th« foras o f  laaaageHent control in 

general. Th« bu4g«tary oontrA  prooese iniolTae the follow ing stepst

"(1 ) Profparation o f m plan conidstaat «Lth the goala o f  the 

bui^esBi

( 2) Deidewt diaeuaalon and ad;}tuitneat o f  the plan aa needed to 

fa c i l i ta te  Ita  aecoMpllahcetttt

( 3) CokflRialcatiLon o f  dubeeotlons o f  the plan to reaponslfaillty 

OGoatrea within the org«nl>atloB|

Cionparlson o f  aetaal perforoRace with plcaned resultet

(5) Anolyaia and explanation o f  variancaa froa the plani

( 6) GorrectlTe action where olgn ifioaat unfavDurable varlaneea 

occur between planned and actual perfomance***

Budgeta aa a control device include settlag  o f  ataadarde or targets o f  

performance, aeaaurlng or coaparlng actual perforaaace against standards 

oer targetai pinpolating the deviationjs so that necessary correctiTe 

actions can be taken. De-vlatlons are o f  great aaangerial concern fo r  

such reasons asi

"(a ) to h i ^ l i ^ t  errors in  budgeting prooeduresf

(b) to in d icste  the need fo r  budget reTisiont and
17(c ) to plnpoiat those a c t iv it ie s  requirlag reaedial action**. '

Mo&agerial iaterTention thus becomes a necessity ts take correctlTe action^ 

to r e c t ify  errors In budgetiag procedures and to rev ise  the budget.

16. Hoaer A. Black, John E. ChaSpion, H. aeae Brown, Accounting in  
Business Decisions, Theory, Method and Use, 2nd ed ., I f.J ,, Prentice- 
Hall, In c ., 1967# p. 719.

17. R.K.S. Wilson, Financial Coatrolt A System Approach, London, 
HcGraw-HlH Book Compaay (tf.K.) Ltd*, 197^» p* 107*
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In aaalyolag Aaviation for  oorrvctlTe aeti*B, th« prln oip l« o f

oent by •xcaptlon I s  fo llo « «d . Thia means the nansgsBent shotad oonoen-

trate on slgnifioaBt dsvlatioiis or  vaxlances and i ^ r «  others. I»
18this connection, soae authors reooimnended the use o f  oontjrol lindta 

fo r  oost and budget data* All o f  then advooate a s ta t ls t io a l approach 

to budget Tazlanoes so that vsrlaneea cattBod by ehanoe factors are not 

taken cognisance o f .  In the 5ord 8r VdLsoh study o f  budgeting praotioes, 

only one out o f  j66 coapanies reported about the setting  o f  ex p lic it  

control l i a l t s  fo r  budgets: "Only deviatione o f  k per cent or 10 per cent 

under budget e x p la in e d " .H o f s t e d e ^  reported that control lin d ts  are 

aoldOB set in  the ease o f  his stuqple ooaqpanies* "As a resu lt vhat per

centage o f budget under or over attainaent ie  aeoeptable, i s  l e f t  to 

a subjective Interpretation, idiioh can vary froa person to person and« 

moreover, from noaent to moaent* So i t  happens, that the budgetee never 

knows which Vaxlances he i s  supposed to juap upon***^^

I t  i s  in  the con tro l phase that budgeting g ives r is e  to aany 

behavioural issues* These behavioural issu es  have been studied by

16« D .J. Anicueci, Budget Tazla&ce Trend Reports, N .a.A. B u lletin  -  
Hanageaent Accounting, New torkf 19^S 1st section  11, 9-1
E.W. Qaynor, Use o f  Coi^trsl Charts in  Cost Control, N.A.G.A. 
B u lletin , 195^. 1st S ection , 10, 1300- 1308,
C .£. Noble, Calculating Control Lindts fo r  Cost Control Data, 
R.A.C.A. B u lletin , 195^, 1st S ection , 10, 1310-1317*
P ,« ,  Henderson and B.R. Copeland, A pplication  o f  P rob ab ility  to 
Cost Control Reports, F inancial sJxecutlTe, Brattleboiro (V t,),l96 5 t 
12, kO^kk,

19. B«H. Sord and a .A . Welsch, Suoineas Budgeting: A Survey o f  Hanage- 
aent Planning and Central P ra ctices , W .T., C ontrollersU p  Founda
t io n , 1990t P* 238*

20. Q.H* Hofstede, o p . c i t . ,  p* 97*
21* Ib id , p . 97*
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Argyri*,^^ Siaon « t .  St®dry,^^ Stedry & K «y ,^  B6f « t « d e ,^

DeCostw and FartaJciB,^^ ScWLff 6 Lewln,®® Hldgway,^ S*lwyn Beok«r 

& Qreeiii J r* ^ «  Th«a« studiaa hare far rvaehing l^ p lieatloaa  go far 

as the iqpplieatioa o f  budigatary control la  eoncernad.

Co-ordination.

Bttdgata aay b« praparad for  co-ordinating the aotlT ltia a  o f  an 

organisation. Co-ordin^tioa ia  an inportaat ftiaotion o f  tha aanngMiattt* 

Co-ordination i s  naoasaary to daTetail the nurious a etiT itia s  o f  tha 

organlBation for  achia^ing tha desired rasu lt. **Tb co-ordinate i s  to 

barraonise a ll  tha a ctiv iH ea  o f  a concern so aa to fa c i l i ta t e  i t s  work

ing, and it a  suoceas. I t  la giving to the kateria l and sodLal* function- 

a l( organia i ^ l a  such proportions as p̂ re suitable to enable i t  to play

22* Chris Argyris, The lopaot o f  Budgets on People, N.T. The Controller- 
ship Foundation In c ., 1952, Chris Argyris, Hunan Pro bless with 
Bmteets.. HarTard Baaineas Hefiew. Vol.31t N o.l, 1953*

23* H.A. Sinon, H. Quetakow, G«, Kosnetaky & 0 . T fadall, e p .e it .
2 ^  Andrew C. Stedry, o p .c lt .
25. A.C. Stedry & E. K«y, "The e ffe c ts  o f  Oosl on Perfonoance. A H eld  

%periaent” , Hmnagenent Soienoe Hepor| No. 23« Carnegie Institution  
o f  Teohnology, 19^^.

26. O.B. Hofstede, o p .c it .
27* D .T . DeCoster & J.P . Fertakia, ^ d g et Induced Pressure and Its R^a* 

tlonship to Su^erTisory Bahavlort Journal o f  Aeoountjng Hesearch. 
V ol.6 , Ik).2, Autunn, 1968, pp. 23^^255;

28. H. S ch iff ft A.T. Lewin, The l^ a o t  o f  People on Budgets, The Accwm; 
ting Review, Vol.*»5. A pril, 1970, pp. 259-268.

29. V.F. Ridgwayt Dyafunctional consequences o f  perfonanoe Measureaents 
in  L.S. Rosen (a d .) ,  o p .c i t . f  pp« 28^290.

30.  Selwyn W. Backer & David Gfareen, J r . ,  Budgeting ft Employee Behavior 
in  WilliaiD S. Thonaa (a d .) Readings in  Cost Accounting, Budgeting 
and Control, Bonbay, D.B. Taraporefala fiona, and C. Private L td ., 
1970, pp. 378- 398.
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i t s  part attsursdly and •ooooaieolly".^'*

A good plan lays down th« basis o f  co-ordination . When plans «r*  

made well in adYance* vdth care and attention neooosary to ne«t Imdge- 

tory requireaenta. it . ia  l ik e ly  to be a co-ordinated plan which takes 

into oonaideration the ob ject!ves , problens and p o sa ib ilit le a  o f  the 

vgrioiu d«partB«ata and o f  the concern as a whole*

Co-ordination i s  brought about through proper ooaDuaieatloa* The 

budgetary prooesa creates a aeries o f  cooBtunioations both upward and 

doanward for  brinsing about nacessary oo-ordination in  the a c t iv it ie s  

of a concern*

iThe absence co-ordination restrains the proper functloniag o f  

a concern. I f  there are seTeral divldLona or  dQ>art»ent8 in  a concern, 

the e fforta  o f  d l  d ivisions or departaents should be properly tiaed 

and ooH>rdlnated in order to achieve the goals o f  the concern. This 

brings to fore  another elea«at o f  budgeting, that i s ,  the n«ed fo r  

oonatont review and revision  o f  the plons* I f  soae unfores««n and un

controllable factor* aaterioU y a ffe c t  the functloniag o f  a divialon 

or deportaent, a suitable aachinery sbould be available fo r  adjuating 

the a c t iv it ie s  o f  other divisions a ffected  thereby.

Evaluation o f Perforaaaea*

Evaluation o f performance i s  aided by budgets. 'Riey contain stan

dards o f e ffld e n e y  and effeotiveneas* **It repreaents a standard o f 

e ffectiveness in  so far as I t  speoifieB a set o f  desired outputs and a

31. Benri Fa3̂ «  Qenerol and Industrial Hanageaentf Trans* Gonstanoe 
Storas, London, Pltaan Paper Backs, 1967* p* 103*
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etaiulard o f e f f lo im c y  to the wwttmt that i t  d e ta ils  th« Inputs daaaad 

neoesaary to produo* th« qpeoified  o u t p u t . A o t u a l  parfonuoioe data 

can be ooHp«r«d against budget standards* Thus budget can proTld* data 

which fo m  the basis fo r  ob jectiv e  evaluation. Badget reports are usually 

prepared to show the deviatioiis both favourable and unfatourable idiich 

are the baala for  at lea st  three types o f  apprsiaalst^^ 

i )  S elf-appraisal« 

i i )  Subordinate i^praisalt and 

i i i )  A ctiv ity  appraisal*

S elf appraisal enables lover lev e l nanageaent to id en tify  the needs 

for  action prograanes and to guide the repponse. IM s also enables the 

lover nanageaent to f u l f i l  their need fo r  achieveaeat. Subordinate appral- 

DcX enal^es higher aaaageaent to evaluate the perforoaace o f  subordiaate 

znanagers and a ct iv ity  appraisal i s  concerned «Lth the evaluation o f  perfor* 

monce o f  various co^iany a c t iv it ie s  by the higher aaaageRent.^

The way in  which budgets are used In performance evaluation tend to

Influence behaviourt attitude and perforaance o f  the participants* A

pensiasive iQ)proach i s  lik e ly  to resu lt in  lower ootivation  and negative

attitude while a supportive appro ash aay lead to p os itive  attitudes and

behaviour. Hie use o f  budget as a tool o f  perforvance evaluation leads to

many dfsfUnotional consequences as have been pointed out by V.7. Ridgway,^^

32. D.T. Otley, "Budget Use and Managerial PerforBaaoe", The Journal o f 
Accountinic Research. Vol. l6 , No.1 , Spring 1978* p. 12^.

33* Gordon r>hillinglaw, "Divisional Perforaance Bevlewt An lilxtenaion o f 
Budgetary Control", in  C.P. Bonini e t .a l . (e d s . ) ,  o p . d t . ,  p . 153.

3*». IM d, pp. 153-15^.
3^. V.F. Ridgway, "DyslVinotional Consequences o f  Perfonance Maamreaent", 

Adainistrative Seisnce lijuarterly, 1 Sept., 1956* pp. 2^0-2^7*
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Roeen and flchneck,^ Argyrio^^ and L ik ert^ ,

Goat Coatrol and Cost Radttotioa.

Budgata may b« prepared fo r  cost control and eoat reduction. A 

budget i s  a uaefUl too l fo r  eoat oontr<d, because i t  reveals tfa« devla-^ 

tions froa pre deternLned atandards and thus, enables nanalieBent to 

direot e ffo r ts  to keep cost at or beXov a standard. Cost redaction 

Includeei **(1 ) unit coat reduction by ej^eadlture reduction o f  a ^ven  

voluBie o f  output aniy«r (1 1 ) unit oost reduction by an increase In prodtto< 

t iv lty  ( i .e *  on increase in output, ^ e ld  or rate o f  output for  a giren 

expend!ture).**^^ In other i«>rd8, oost reduction pertains to aaaagerial 

e ffo rts  to reduce coata throu|^ Iqprovenent o f  mich faotors as Bethodsf 

approaohest work arrang«>ents, and product InproTeaent. Although d is

tinctions are drawn between cost control and oost reducHont in  a broad 

sense cost control Includes coot reduction too. I t  nay sound strange 

that an enterprise using budgets ^ ou ld  also undertake cost reduction 

drives* But such drives are necessary to bring about econony and e f f i e i -  

enoy* The oost control concept i s  atatio  in  the sense that i t  stresses 

reaching and s^lntalaing a stated lev e l o f  perforttance* Horeoveri ’’bud

gets have a way o f  growing from preoedantt and the faot that a certain

jC , L.S. Rosen and R.E. Sohaeck, "Sobw Behavioral Consequences o f  
Accounting MeasureRent SystemB", Co»t and Hanagenont, Vol*
Ko. 9t pp« 6- l 6, October, 1967*

3 7 . Chris Argrrlst "fiuaan Problems tdth Budgets'*, Harvard Buajnegg 
Hevlew. Vol. 31, 1953» PP. 97-110,

38. Bensls Llkert, The Human Organization, K .I ., HcQraw-Hlll Book Go. 
Ino*, 1967*

39. London, Institute o f  Cost and IMorks Aooountanta, Cost Reduction,
1956, p . 9.

kO. a.A. Velsch, o p .o i t . ,  p* 163*
*H. Ib id ., p . 16^.
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eiqpenditur* waa aad« in  the past beooces oTldene* o f  ita  r««sonabl«ness 

in  the preaent} i f  a d«parta«nt ouoe sp«nt a glvaa anount fo r  suppUas, 

thle beeo««B a f lo o r  fo r  futur* b u d g e t * " X a « f f l e l « a o i e 8 o f  thta typa 

can be reaoved by r«axa«laation o f standard in  th« couraa o f  coat reduo- 

tlott driy«8.

Standarda o f  Parforaanoe.

Oae o f  tha purposaa o f  preparing budgeta la  to aat dasired staadards 

o f  p«rformaac«. Tha a «ttiag  o f  these standards fa o iU ta ta s  control.

Because control proeees Innolves threa stepat ( i )  astabli shiag atandards« 

( i i )  noasurlng perforaaaoe against these standards and ( i l l )  eorraotlag 

deviationa froa standards and plaa. Standards play an iapo^taat ra le 

in  budgetary plaaning and control* ’'Budgets are based on standards* both 

financial and pre-finaneial l .e «  teehnioali ({uantitieBt hours* pereentages, 

quality le v e ls . Standards are the bricks the budget structure i s  b u ilt  

from",*^

As stated in  Chapter VI, the InwlveBeat o f  the aanagers in  setting 

budget standards i s  lik e ly  to brin^ about the acceptanoe o f  such standards 

and to resu lt in  greater oosnitaent to achieTe thea* Behavioural scien 

t is ts  point out that "indi-viduals not only oan, but do, aetively  re s is t  

the iispositlon o f  standards i^ o h  they do not understand or oonsider le g i -
Jke

timate.'* ^ They alao point out that ’’organisational aeabers frequently 

contribute craatiTely to the aoooa^lishaent o f  ob jectiv es  to which they 

are oomaittei and voluntarily adjust their behavior to correet deviations

kZm H. Koonta and C.O*Donnel, o p .o l t . ,  p.662.
Ibid, p . 6^1.

Jfif. G.H. Hofatede, o p .c i t . ,  p.15«
k3» Raymond E. Milea and Soger C. Vergin, ^Bebavioral PropertieB o f  

Varianoe oontrola* in  UtilllaR Bruns It Don T. DeCoster (eds*), 
Q p .d t . ,  p , 372.
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from standards and proc«dur«s which they understand and aocsp t.” They 

further advoeats th« follow ing rsqu lr^ en ts regarding etandardat

**Stendard« nust b« established in  such a wny that they are reoog- 

nlBCid Iks leg it ia a te . This requires that the method o f  deriving standards 

must be understood by those a ffected , and that standards must r e f le c t  the 

actual eapabilitiea  o f  the orgaxdzatiottal process fo r  which they are 

established.

The individual organisation meiiibers should fee l that he has soae 

voice or infl-uenoe in  the establtshsent o f  his o«n perfonsance goids. 

Participation o f those a ffected  in  the establishaient o f  perforaance obJeo> 

tives helps establish le g it iw c y  o f  these standards*

Standards aust be set in  suoh a way that they oonrey ''freedom to 

fall**. The iadiirldual needs aosurance that he w ill not be un fairly  cen

sured fo r  an oocasional Mistake or fo r  vaxiations in  performance which
Ln

al?e outside his control'*. Consideration o f  the above behavioural requl- 

renents reg»rding ataadards la  lik e ly  to Inks the budget standards Bor« 

acceptable to the aeabers o f  the orgaixlaation*

Aoliieveaent o f  budget targets*

Budgets aey be prepared fo r  the achleveseat o f  targets eabodied la  

then:. The budgetary plaaning pbftae sp ells  out these targets sad aaps 

out the path to be followed in  s i e v i n g  these targeta. The settiag  o f 

targets and their break down in to  various budgets act aa a aotirating 

fa ctor . Theae act as bench aarics at which the aanageMnt dlreets i t s

î6. IWLd, pp. 372-373. 
47. Ib id , p . 373.
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effortB* Th« budgetary control prvdeos aM«seea th« «xtent o f  aahl«T«- 

oent o f  these tarseta by coRparlng the tetual against thase targets.

I f  there ia  a sh ortfa ll in  the aehleveBent o f  targetst the reasons are 

anal^^ed and theaa are broken dovn into oontroUabla and non controllabla 

elomenttt. Managerial re sp o n ^ b ility  fo r  con trollab le  el«M«ttts la  fixed 

So far as the non-controXlable oleaents are eoneerned, these ar« to 

be taken care o f  by anending the plan*

ComeuiriL cation .

^ dgets  nay be prepared to provide a neans o f  eomonudcation throagh- 

out the organlaation. Gowsuiiioation is  essantial fo r  operating an enter# 

prise e ffectiY ely . **Co«munieatioB i s  the assenct o f  organlaad a o tiv ity
J .0

anid i s  the basio proeesa out o f  which o i l  other fttnetlone derive*'• 

Budj^ting in  the planning and control phase i s  l ik e ly  to create upward, 

do^vard, la tera l and diagonal cofflmunioatiott channels* '*T1ie entire 

piHJceeD o f dereloping the budget aon£d.6ta o f  a series  o f  ooniBunioations« 

vrrlttens o r  oral* neaas o f  vlidch higher l e v d s  o f  manageaent convey 

to their subordinatea general polio iefi and instruotlonB« and subordinate 

departaenta prepare detailed proposals for coordination and apprond hy 

their supervisors. 'Hie control prooess consists o f  a fd a ila r eeries o f  

coffiicunioations carried out prin cipa lly  by means o f  budget reports, by 

which a ll  le r e ls  o f  managenent are ke|»t informed o f the progress o f  the 

business and o f  the extent to which the budget progrsa 1 s actually  been 

carried ou t", ^

A Bavelas & S. Barrett, "&n Bxperiaental Approach to Organisational 
Coamunieatlon'* in  Kobert A. Sutcrmcdater, People and ProduetiTity, 
R,T,, McGraw-Hill Book Goapany, 1963,  p.

49. W.D. Knight St E.H. Weinwura, o p .d t ,  p. 269.
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Tht laportaao« o f  ooBmonioatlon i s  alao atrMacd by Slaon 

and Koffltedc^^* Siaon oaffo to the follow iiig ooneluaion regardliig

6taff<-lin« ooBimuilcatlont

**Dlrcot and aetlT« ehannela o f  person-to-pvraon ooBffiuaioatloB 

betwean a ta ff and jUa« ara oore Isiportant fo r  KanBg«Beat*a usa o f  flgursa 

thaB tba aay th« flg ar«s  thaaaal^aa ara preaanted**.^^

Hofateda's atudy eonfirnad Slnon'a raoulta ragardlag th« Importanea 

o f  paraen-to-parseo rd.ationshlps fo r  tha usa o f  flguraa* His atudy alao 

revealed th»t oommuaicatlon betwaan tha aiiparlar and the snberdinata aithin 

the lin e  organlKatioB ia  nore important than ataff**llaa eoaucnalcation for  

the uaa o f  flgurea*^^ He further concludad that the ooBmunleatioB bataean 

a budgataa and hia boaa la  the most oruoial to the fuaetionin*; o f  the

budget ayataa* both for  I ta  ootivtttlon and for  Ita  job aatisfaeU.on out-

Thus budgeting fosters  a good coBmunleatlon aystem within aa 

orgatiiaatlon. A good oo«Buaioation systaa, ia  I ta  turn, helpa ia  the 

QCtooth fttaotioaiag o f  the budgetary ayatam. It  ia  alao an ia ^ rta n t  fa ctor  

in  motlTatiag the eaployeas to achieve the objeetlTea o f the enterprise.

Ilie d irection  o f  flow o f  budgetary control in foraation  «Lthia an
55orjaoiaation aay have far reacliing a ffecta  on ita  e ffic ie n cy . Likert 

Isis ahoan that the direotioQ o f  information flow i s  doanward under autho- 

rltatlTe ayatsaa of ■aaageaent while the aaae i s  upward, downward and with 

peers under p a rtid p a tiv e  ayataa o f  mcmageBent, aad is  accurate*

30« H.A. Siaon, H. Ouetxkow, Q. Kozmetaky and (3. Tyndall, Op.cit*
51* 0*H» Hofstede, o p .c it .

H,A, Siaon e t .a l . ,  o p .c it ,  aa quoted by a.H. flofateda, o p ,d t ,p .2 0 l .  
Q.H. Hofatede, p. 20^.

5^. Ibid, p. 247.
55. Hanaia U kert (1967), o p .d t ,  pp. 225-227.
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M il« s  «nd V «rg ln  havt a ta te d  th a t **]^«rforBaiio« d a ta  lauBt not o n ly  

flo w  tipvard fo r  a n a ly a ls  by h lg h a r e c h slo n e , b u t th a y  muat a la o  b« suama* 

r la e d  and f t d  back to th o se  d i r a c t ly  in v o lT a d  i n  tho budget.'*

I t  haa a ls o  b ««n  ahown by D o ris  K« Cook th a t  **tha d e g r tt  o f  au oeess  

01” f a i lu r e  i n  perforaM noe i s  d lr e e t l y  r e la t e d  to th e freq u en cy  o f  feedback  

o f  p erforaan oe and th a t th e I n t e r e s t  antd a a t la fa e ld o n  ( a t t i t u d e )  o f  the  

p a r t ic ip a n ts  a re  d lr e e t l y  r e la t e d  to  the degree o f  au ecees or f a i lu r e  as  

evidenced by th e  p erfom sin ce r e p o r t* ” ^

Budget r e p o r ts  ahould be i n  language e a s i ly  underatandable by iiion- 

accountant aan agera , B e c k e r ^  th a t th e aecou ntanta should lo o k

to  the coding and r e e e iv in g  p r o o sss  o f  the In d i-r id u a ls  to idiom in fo r a a t lo i i  

i c  tra n e n itte d *  Thla 'rf.e* i s  supported  by Bruns, ^  Dyckaan^*^ and Q lrnberg  

and Nath^^* A l l  o f  then r e f e r  to  th e tendency o f  n on *aceoun tants to  tak e  

aotMMintlag r e p o r ts  a t  fa c e  va lu e  and t h e ir  f a i l u r e  to a p p re c ia te  the  

d if fe r e n c e s  a r is in g  out o f  d lffa i^ la g  aeco u n tln g  tech n iq u as*

56.  l;ay8iond S . M ile s  and Koger C. V erg in , t ^ . c i t ,  p« 373*

5 ?« D eris  M, Gookt The E ffe c t  o f  SVequenoy o f  Feedback on A tt itu d e  
and P erforaan ce In  u iU ia n  J .  Qruno* J r .  and Don T . DeCoater 
(1 4 1  t o r s ) I  o p . d t ,  p . zyht

58,  S .W , B eoker, '*DlBcu3S lo n  o f  th e E f fe c t  o f  J^equency o f  Feedback on 
A tt itu d e s  and P erforaan ce i n  U lllia M  J .B ru n st J r .  and Don T> D eC oster  
( E d i t o r s ) ,  o p .c lt a  p p . M 7»<i20,

59,  W lllia B  J .  Bruna, J r .  "In v e n to r y  V a lu a tio n  ft Manageaent D e d o io n '' 
i n  ^idlliuR J . Bruns, J r . & Don DaOoater ( E d lt o r a ) ,  o p . d t ,
p p . 201—209*

6 0 .  Tboasa R* Dyckaan, "Tlie S f f e e t s  o f  A l t e m a t iv e  A ccou n tiag  Teehnlques  
on C erta in  Menageaent D e d a l  o n " in  W U lla a  J .  Bruns, J r .  and Den T . 
D eCoster ( E d i t o r s ) ,  o p . o i t . ,  pp* 2 1 1 -2 2 0 .

6 1 .  Jacob G. U rn b e rg  and Baghu N ath, " I i i ^ l io a t lo n s  o f  B eh aviora l S d e n c e  
fo r  M anagerial A ccounting” i n  i l l l l ia B  J .  B runs, J r . and Don f*  
D eCoster (K d a .) ,  o p . o i t . , p p . 7 * 2 2 .

56
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MotiTntion.

HotlvKtlon ie  an laportaat elemeat o f  a&BageB«Bt function, "Motiva

tion  Is  getting th« msmbera o f  the tAas to pull th «ir  weight e ffe c t !v e ly , 

to give their loyaXty to the group, to carry out properly the taaks they 

ha VO accepted, and generally to play an e f fe c t lr e  part in  the Job that 

the grmq> haa undertaken} with thia gaaeral **inapiration** goes a process 

o f  EUpervision to that they are in fa c t  playing their part properly"*^

EffeotiTe BaBsgeBent in ^ lv e s  siotiTation o f  individuala and groups 

mrldng together. Motivation oan be effected  through goal congruence i , e . «  

acc^tance o f  th« goals o f  the organisation as individual or group goals* 

KLnemdal incentives go to ootivate individuals, l^ t th is  i s  not the aost 

importeat Motivating factor. Factors lik e  recognition  o f  accosplishaenti 

status, defin ite  assignaent o f  responsitailities, fa irness in  evaluation 

and responsible partiei|mUon in  dededon nakiag prooeas have beea found 

to be ioportant in  Motivating managers and supervisors.^^ Loose organisa

tional set-up, undue pressure, unoOordiaated operations, poor coaaunication 

and paacity o f  inforaation go against pos itive  aotivatlon.^^ Ihere are 

tuony Ways o f  developing positive aotivation and goal-^ngruenoe. Budget

ing can play a s ign ifican t ro le  in  ootivation by ensuring participation  

in  the planning process, improved coamunication and co-ordination , and 

confidence in  the aessureaent and evaluation process. ^

62. E .r.L. Breoh, Kanageaent -  I ts  nstnre and S ignificance, London,
Pitaan Paper Backs* 1969* P* 13*

63* O.A. Velsoh, o p .c i t . ,  p . i 8«
64. Ib id , p. 18«

65. B«H. Sord & Q.A* Welscht o p . c i t . , pp» 37t 5® ^
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Th«r« la  a eontrorarej as to whether bndgat can act as a notlTat-

ing foroe* Shllliaglaw obserTM, "i^at i s  not oOBoonly understood la

that th« tudget i t s e l f  i s  not intended to aot as a Botivating force .

Contrary to th is vie«« Hofstsde states that "a Imdget in  i t s e l f  ean be

Q standard fo r  achievenent for Indgetee and in  this way an iaportant con-

tributiott Co hia BotiTation."^^ Hofstede su u a rises  the charactaristics
ca

in  the tudget system motivating liudgetses poaitiT ely  and negatively.
69iStedry  ̂ aads an extenslTe exaoination o f  the use o f  budgets as s  tool 

for  tnotivation. Be msaeured the e ffe c ts  o f  various Inidgete on an in d iv i

dual's lev e l o f  aspiration as a metiiod o f  deteraiaing the d ifferences in 

motivation on these budgets.

F!roa the above di seussionst I t  i s  clear that budgets ean be used 

as an ii^ertant motivating element. Motivation through budgeta haa been 

discussed in ohapter • VIII.

Overall economy and e ffle ien oy .

Budgets may be prepared to bring about overa ll economy and e ffic ien cy . 

The ICWA viema, in ter alia* the foUomlag as the main purposea o f budgetary

con trd t

66* Gordon ShillinglaVt **D1 visional Performance Reviavt An Extension 
o f  Budgetary Contro).*' in C.P. Bonlni* e t .a l .*  o p .c it .«  p.

67* a.E. Hofatede« o p .c it .*  p. 6?»
68. Ibid , pp. 7V75.
69. A.C. Stedry, o p .d t .
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"(a ) to 8«our« ths noat eoonomioal usa o f  tha faotors o f production,

(b) to provida a BaaaurQ o f  e ffid eB ey  t«tth which th« a otlv ltla a  o f  
tha organiaation haTe been co«crdlnatad*” ^

ihen a Iwdget la  uaed aa an a ffeotlve  too l o f  Banagaaent, I t  Is  lik e ly  

to bring about eoonoay and affloleaoy*

pyeBBora to o l*

Bttdgata Bay be prepared to put preosure fOr ra ising  production.

£(liice production Inoreaae through oapaeity utlU aatlon  la  atraaaed, budgets

may be uaed aa a praBsure*>deviee fOr raising production. Chrla Argyrla
7 1was the f lr a t  to point out ,that budgets aay be uaed aa *naedlers*. The

use o f  budgets aa preaaure-devloes may resu lt in the creation o f  groups,
72departBent-eentredneaa, preasure on sopervlaora e tc . Theae oonaequMces 

have been aptly suanarlaed by Argyrls as followat

** Flrat, budget preasure twda to unlta the «mployeea agalnat

management, and tenda to place the factory aapervlsor under tension*

Thla tension nay lead to I n e f f ld M c y , aggreaslon and perhapa a coaplete 

breakdown on the part o f  the super^eor. —  Tlie uae o f  budgeta as need- 

lez>s by top aanageaent toade to make the fa ctory  superTlaora see only 

the problea^bf their o«n departaeat. The aupervlaora are not concerned
7 3ulth other people 'a  probleaa* They are not *9laat»centtfred* In outlook.

70. Olie Institute o f  Cost t  utorks Accountanta, London, An Introduction 
to Budgetary Control, Standard Coating, Material Control and Produc- 
t lco  Control, 1969$ p* 79*

71* Chrla Argyrla, The Ispact o f  Itedgeta on People, M.T., The Controller* 
ship Foundation In c., I952t P« 25*

72. Ibid, p. 81*
73. Ibid , p. 25*
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Purpoaec pf prroaring tndgeta by the B.J.M.C. 
and the >nt»n>ri««8 <md>r lt «

After a discussion o f  the purposes o f  preparing budgets from «  

theoretical pklat o f  view «e now proceed to outline the purposes fo r  

which the Bangladesh Jute M ills Corporation (B.J.H .C.) and the eater* 

pxlses under i t  prepare budgets.

(1) CoBpllsnce with oorperation djreetlvws and statutes.

Budgets are prepared to oom^y with corporation dlreotlYes and 

statutes. Snterprises are under the d irect control and supervision o f  

the corporation and are to follow  the guidelines and dlreetlTes issued 

by the oorporation in  oonnectlon with budgets, the preparation o f  budget 

by the enterprises i s  enjoined by such d ir«otlT es  and guidelines*

^ e  preparation o f  budget has also been aade coapulsory fo r  the 

corporation and the enterprises und«r I t  by the Nationalisation Order 

and the B.J.M.C. Rules.^^

( l i )  r a d iita t in g  the foraulatlon o f  corporation budget.

Budgets at the enterpidses Isvel are prepared to f a c i l i t a t e  the 

foinBUlatlon o f  oorporation budget. At the corporation  leT e l»  the enter

p r ise  budgets are welded together fo r  submission to the relem tnt Minis

t r ie s .  On the basis o f  the en terprise  budgets, the oorpom tlon  prepares 

i t s  budget which shows rerenue rece ip ts  and reoe lp ts  on ca p ita l account 

as well as rerenue e^ en d itu re  and ca p ita l expenditure. The enterprise 

budgets aid in  preparation o f  fo re ig n  exchange budget fo r  deTelopaent

Tlf. Bangladesh Industrial Enterprises (Nationaliaatlon) Order, 1972, 
A rttcle-19.
Bangladesh Jute H ills Corporation Ihaes, 1977« Clause-l6 , p.<f.
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and for  non-^«T«lopaeat a c t !T itles  and also for In iis ib la  paynents lik e  

delegation and training abroad, ascpandltnra on aeoount o f  o f f lo «  abro«d, 

e^endittira on intam ational fa ir s , subscription to intam ational orga- 

niaatione ete. Th« fo r««  o f  th«8« budgets are la id  down in  B.J.M.C*

Rtaea, 1977.

( i l l )  Authoriaatlon to spend.

Bodgets are prepared to authorise expenditure. This authorisa

tion function holds good for  oaqpital e3q>Qnditttre budgets o f  the enterprises* 

In the case o f  thia liudgst, saaagars are required to r e s tr ic t  expenditure 

up to the authorised le v e l, So far as the operating budgets are ooneeraed, 

the eiq)enditu>e lerdL oan be varied i f  the business cenditiott so warrants 

qlth intimation to aonal o f f i c e  and corporation ksad o ffic e *  Prior sanc

tion i s  neceseary for exceeding the capital expenditure budget*

(iv )  Planning,

One o f the purposes o f  preparing budgets i s  to fa c i l i ta t e  the plann

ing function at the corporation and enterprise le v e l. The sorporation i s  

to plan the a e tiv it ie s  o f the entarprises at the aacro le v e l .  The corpora

tion  i s  required to plan fo r  production, sa les, capital e]q>enditttre ( Balan

cing, Modernisation and ReplaceMent), derelopnent and research, working 

ca p ita l, e^vertisLag and personnel* these plans are to be prepared keep

ing In viev the external and Internal factors a ffectin g  the industrx*

These are also influenced by national plan drawn up by the plaaniag oovni- 

ssioa  o f  the country. At the enterprise le v e l, the plans are to be p re p a r e d  

fo r  achieving the targets set by the corporation. These plaas are usually 

drawn up vdthin the fraaework o f  the guidelines given by the corporation.
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The preparation o f  annual budget co^[)elo th« manag«i«nt parsonnel at the 

corporation and entarprlse levol to look ahaad and to foraulato plaaa 

for  tho coad&g year kaepiag in  v i« »  the eonotralnta under i^ e h  the 

Industry le  imrklng.

A1 though a beglnlag haa been Made In this direetlont budgetary plann

ing in  a l l  i t s  aanifeatationa has not yet gained ground at the corporation

and enterprlaa le v e l. This la  partly  due to uncertalntiea about Oovern-
7 5ment controlled p o licy  Tarlablea and partly  due to shortage o f  trained 

personnel.

(▼) Control.

^dgeta  are prepared fo r  controlling  the a c t iv lt le a  o f  the corpora

tion  and the enterpxlaea under i t s  jurisdiotiott* In the f i r s t  placet 

the budget i s  prepared to control the a c t iv it ie s  o f  the enterpxisss by 

the corporation* since the enterprises are located  at d lffe r tfit  parts 

of the country, there is  the need for come anount o f control by the cor

poration fo r  their saooth operation and healthy growth. The budget sseas 

to be the mesM fo r  exercising such con tro l. The corporation i s  supposed 

to in te rv ^ e  only In those enterprises whoso resu lts  do not oonfora to 

the budget. Secondly, budgets are lik e ly  to enable the snterpxlse aanage* 

ment to control the operations o f  the enterprises. Budget as an instru

ment o f  control has not been e ffe c t iv e  as the Qovemaent and the corpora

tion have fa iled  to sake proper use o f  i t . ^  Moreover, p o l lo y ^ lx  faced 

by the enterprises has been oonfusins th is has hindered control over 

their goal s tru ctu re .^  **Thtta there has been «aough adoin lstratlve

7$, Befaaan Sobhan and Musaffer Ahaad, op .dL t., p . 331*
76. Ibid, p . 313.
77. Ib id , p . 313.
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control but not Miotieh so icatlfL c m ntrol to aiiftnr* bott«r pcrfo iw n os 

In the onterprle#*’ ,^®

Control U n its  are lik e ly  to fa c il i ta te  budgetary eontro),. But no 

such lindtB hare been Instituted in  the budgeting systen o f  the corpora

tion  and the enterprlaea.

( n )  Co-CTdlnation.

Co«ordlsatlon o f  the a o tlT itle s  o f the corporation and those o f  the 

entor|>rl8«8 la  brouf^ht about throu^ taudgets* It  Is  o f  prlve litportaAce 

as the B.J.M.G. operates In a o o i^ e tit lv e  International Barket. Co-ordl- 

aatlOR o f  the a c t !T it le s  o f  the enterprises i s  required to achieve the 

prodQctioc and other targets set by the corporation* The corporation, 

in  turn, i s  required to co-ordiaate i t s  a c t !T itle s  fo r  i t s  Mooth functiOB- 

Ing , Go-ordinatlon at the corporation le v e l beooaes a ll  the more necessary 

as directlTefit often con flletln gt co nLng from d ifferen t H lniatries are to 

be eccoiSQodated id thin the plan. NoreoTer« the d ictates o f  the fore ign  

market are alao to be heeded and constraint l ik e  finance la  to be taken 

core o f  fo r  the purpose o f  propttr oo-«rdinatlott. Within each enterpzise, 

the budget i s  lik e ly  to devetail I t s  various a ctlT ltie s  keeping in Tlev 

the laacro-leTel requirMteata. Thia analiLes the enterprise Banagaaent to 

run i t s  a ffa irs  aaoothly aad ayeteaat i c ally* Since budgetary planning 

not been taken aerloualy, co-ordination through budgets has not been e f fe e -  

tive* situation has been aptly described by Sehaan Scbhan and HuEaffar

Ahmad as followst

78. Ib id , p . 329.
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" I t  m y «und surprising but i t  la  not unusual fo r  the production 

targat, foreign axohange budget and the antarprlse'a eujront and «ap itol 

budgets to be at v aria n ce".^

Tima, oo-ordination through budgets haa bean in e ffeo tlT a .

(v l i )  Sraluation o f  Perforwanoe#

In tha eaaa o f  the oorporation and the antarpriaas, budgeta ara 

rarely  Med for eubordinate appraie&l. Their perfoxaiancea are appraised 

on the baaia o f  Annual Confidential Reporta (a .C .B .) prepared by their 

superior nanagera.

Budget repferta prepared by tha eaterpriaas are uaad fo r  the apprai

sal o f  their a o tlH tia a . This i s  done through periodLo revlav o f  budget 

reports at the aonal le v e l and the eorporation le v e l .  But the process o f  

reviev has not been e ffe c t iv e , as |a:>oper variance analyses are not aade 

and investigated Into, Where such analyses are done, they are net fb l lo v -  

ed by necessary corrective action* The corrective action takes tlae  and 

thus becones in e ffe c t iv e * ^  Thus, appraisal o f a c t iv it ie s  o f  the ent4cr« 

prises on the basie o f  budget perforaance i s  yet to be Bade e ffeo tiv e .

( v i i i )  Managerial to o l*

Budgets Bay be prepared to aid lauiagaBent in discharging ■asagertal 

fUnctlona o f  planning, con trol, coordination, coamunicationt Botlvation 

and perforsance evaltuitlon. Ib is  potential purpose o f  budgets has not yet 

been fu lly  achieved as the top utac^geaent at the M inisterial lev e l and the 

corporation as well as enterprise aanagemnt have fa ile d  to u t i l is e  th is

79* Ibid , p. 332. 
80. Ib id , p. 326.
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too l in a l l  i t s  raalfleations* Zt B«eaa that th« t«ohnloal aatpvct «a  well 

ofl tli« behavioural asp«ot o f  budget haa not been taken proper oare o f ,

(ijt) Coat control and coet redaction.

Badgeta are prepared for  coat control and ooat reduction at the 

corporation le re l and at the enterprise le re l*  These ere eaaentlal fo r  

e ffic ien cy  and eoonony. In case o f  enterprises under B.J.M.O.t cost control

and ooat reduction are very nuch esaential to increase the p r o f ita b ility  o f
■ ii

the onterpriaea and to increase the cospetitiTe strength o f  the jute gooda.

Sereral studiea hare reported a vasteltel say o f  adainistration o f

the industrial enterprises in  Ban^adesh suggesting a scope fo r  aubstan-
8it i o l  coat redaction through e ffe c t iv e  u tllia a tion  o f  reaourcea* Another 

Qtudy^^ revealed the poaa ib ility  o f  coat reduction* The general aanagsrs 

and sales naaagers reported that cost could be reduced to the extent o f 

10p$ on an averajfe, the personnel and maintenance nanagera reported CCist 

reduction by 119i( and the production oanagero reported the saais to the
O V

extent o f  Ŝ3î  'nus, there i s  a scope fo r  coat reduction in  Jute and 

other industries o f  Bangladesh. Ono o f  the says o f  reducing cost nay be 

to re>*exaiiine the existing budget standards.

Bealising the iaportance o f cost control and cost reduction, the

corporation has advised the enterprises to form cost control and cost

reducticm coanittses at the enterprise lev e l to find out ways and seane

8l« M. Rabibullah, Santi N. Shoah, Helaluszanan and K.A* Quddtta« 
aovemaent Subsidy to Jute Industry, A Study conducted b^ the 
Planning Coaiicis8ion« Ban^adesh, 1973 (xupublished).
« ,  Habibullah, Cost Struotare in  Jute Industry, Bureau o f  Economic 
Research, University o f  Daoca, 1978*
M. Hablbullah, Industrial E ffld en cy  and P ro fita b ility  in  Bangladssh, 
Bureau o f  Sconooic Research, University o f  Dacca, 197^.

82. M. Habibullah, Santi N. Ghosh ft M.A. Quddua, Maaageaent Motivation 
through Result-Based Resftrd Systea. Daoca, Ban^adesh Hanageaent

- lOfti-  A-z Tv>-t ^
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for th« saasa Unless e ffe ct iv e  control Is  exercised on many material 

and a icM ne, e ffo r ts  at cost control are not lik e ly  to yield the desired 

results* Cost control also ca lls  for sefparatlon o f  controllable costs 

from non-controllable coats and fix in g  o f  resp on sib ility  for  the former. 

Since responslM lity  accounting la  not practised at the corporation and 

enterprise lev e lf cost control has not been effeetlT e* Cost reduction 

can be brought about by a highly motiyated and achleTeSent oriented aana- 

gemeat. At present there is  a dearth o f  such management.

(x) Achieyement o f  production target*

Budgets are prepared with a view to achieving the targeted volume 

of production. The corporation sets production target for  each enterprise 

under i t s  Jurisdiction keeping in view the number o f  looms* e ffic ien cy  per 

loom per hourt number o f  working days and number o f  sh ifts  to be operated* 

The setting o f  production target i s  also influenced by the macro target 

set fo r  the industry by the Planning Commission. Budgets are thus based 

on fixed forecaats o f production. The la tte r  ultim ately a ffe cts  the other 

budgets o f  the enterprises. The production budget plays a pivotal ro le  

in  the budgeting system o f  the enterprises. Since top p r io r ity  i s  attached 

to the achievement o f  production targets by the Jute Ministry, the corpora<> 

tion and the enterl>rlse management, the production budget naturally becomes 

the focus o f  attention o f a ll  the parties*

The production budget laya down the modus operand! o f  achieving the 

production target. The production budget involves the establishment o f
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2>oliei«s rs la tlv*  to Inrentory leT als, the d«t«rminatlon o f  total qa«n- 

t lt7  o f  «aoh prodiiot that la  to b« annufaetiirad during the budget period 

and the prorating o f  theae production to in ter in  p e r io d s .^  The prodao- 

tion tudget involTea the setting o f  the aaterlal budget, tiie labour budget 

and the manufaoturing expense budget. In addition to the aboTe budgets, 

production budgeting entails oondderation o f  the ■anufaeturing f a c i l i 

t ie s , the a^railabilit7 o f  internal and external services and working 

capital*

The preparation o f  naterial budget involTes the oongideration o f

the follow ing factorst

( i )  (Quantity required. This fa c i l i ta te s  the proper planning and 
controlling  o f  aatexliiL purchases,

( i i )  i^ a llty  required,

( i i l )  Price trend,

( I t) ATailaU-lity and sources o f  supply,

(v) IVequeney and s lse  o f de liver ies ,

(v i)  A vailability  o f  sto««ge and the working capital fo r  additional 
purchase o f  B aterials.

In preparation o f  the laboujp budget the fo|jLowing fa ctors  need to 

be considered I

( i )  type and a va ila b ility  o f  labour,

( i i )  the sLse o f  the labour foroe at particu lar periods haviag regard 
to Bachine sta ffin g  ra t io s  osd loading schedules,

( i l l )  the cost o f  labour, hours o f  work, need fo r  sh ift  work and overtime.

O.A. Welach, o p .c i t . ,  p. 110«
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K«xt ooa«s th« aaaufaotardLnc ei^enae budget. This budget oontalne 

on e a ti««t«  o f  in d irect «ateria la» in d irect labour and oisooUaBeous 

factory •xpense it e m  such as taxes* ineuronee, power, sapj^ies, depreoia* 

tLon, repairs ete.

The preparation o f  production and other related budgets e learly  

charts out the path to the aehieveflKnt o f  produotlon eoal*

(x i)  Aohieveaent o f  p ro fit  target*

Budgets are prepared to adileva targeted profit*  The enterprises 

have targets o f  p ro fits  la id  down in  their reTenue budgets. Though earn

ing o f  p ro fit  i s  not the sole  obJootiTe o f th« enterprises* i t  is  neeessary 

for  their sustained growth. Thore i s  soke contjroversy as to irtiether the

enterprises under the public sector should aim at earning p r o ^ t .  S.S«

Kherra,^^ V.V.Rasanadhaa^ and Nurul IsLaa^^ advocate the earning o f  p r o f it  

for  the growth o f  the industry i t a d f  and the generation o f  surplus fo r  the 

industrisl dsTelopaent o f the oountry* The f i r s t  FI to Tear Plm and the 

Second flTe Te»r P lan^ o f  Ban^adash stress the generation o f  surplus by 

the tfiterprises in  the publio sector*

8 *̂ s .s .  Kherra, QoTerniBent In BuEdnesSt I>ondoa» Asia Publishing Bouse«
1963, pp. 235-239.

86. V.V. Raaanadhaa, The Struoture o f  PuU-ie S iterprlses in India,
Bonbay, Asia Publishing House, 1961, pp. 89-97*

87* Nurul Iid.aa, DaTelopaent planning in  B ^^adesh , A study in  P o l it i 
cal Soonomy, Oacca UnlTerslty Press L td ., 1979* p« 233*

88* The F irst U to Year Flan, naAniBg Comiciaslon, OoTsmfflent o f  the 
People 's Bepublio o f  Ban^^adesh* pp. 261- 262.

89* The Seoond f ir e  Tear Flan, Planning Gomedssion, ak>TemKsnt o f  the 
People's Befublio o f  BaniO-adoabf P* x l l l -2 5 .
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In ««ttin g  p ro fit  targets, th« •stim ted oost o f  produotlon and 

eeXllBg prlo«B ar« t«k«n into conedd«ratloii. Th« rerenue badgvt thus 

laye down th« nod* o f  operation to b« followad la  achieving the p ro fit  

target.

(»11) Proottrgwent o f  fand from Gk>yeraaitnt»

One o f  the purpoaea o f preparing iMdgets i s  to obtain fuoda froa 

the OtoTernacnt* The Qovernaent oXlooateo funda uaier the Aimual DeTelop«> 

meat Plan on the basis o f  develepnent and for«Lgn exchange budgets aubmi- 

tted by the corpiiration. The corporation prepares these budgets on the 

b a d s  o f  capital expenditure budget prepared by the enterprises* This 

budget stipulates the reqiilreaant o f  foreign  exchange fo r  saeh expendi

ture. Thus, the preparation o f  the above budgets by the oorperatlon and 

the enterpfises enables the OoTermnent to a lloca te  funds for  dsTelopaent 

o f the industry.

( x l i i )  Standards o f  perforaance.

Budgets are prepared to set deaired atandards o f  perfornance. The 

setting o f  standards fa c il i ta te  control and in forns the enterprise Baaage- 

sent about the expectation o f th.B top sanageaent. The top aanageaent* 

in  i t s  turn, can evaluate the perforaaace o f the enterpxlse aanageaent 

on the ba^a o f  these standards*

Standdrda are set by the corporation hsad o f f i c e  and are subsequent- 

).y enbodied in  the enterprise budgeta. In setting theae standards the 

« iterp rise  aanageaent la  not consulted by the corporation. Thus the 

behavioural requlreaent i s  not met* Hie budget discussion and f in a lls a -  

tlon aeeting h^ d  at zonal level between the Budget Goaalttee const!tuted
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by th« oorporation and th« •ntarprlse nanagMsnt does not in « 3ly «  th« 

oonsld«ration o f  tha atondarda* Tbeee a r a  traatad as 'glTana*. Tha 

ontorpriaa iMdgata contain standards ragarding prodiotloni wastage pereen- 

tage* oonsaaption o f  ju te  and other ntaterlaXa per ton o f  flniahad goods, 

la b o u r  per aaohinet nuaber o f  sh ifts  fo r  d ifferen t products, e fflo len ey
I

por loon per hour fo r  d ifferen t products, rate o f  oonsuaptlon o f  packing 

Djaterials, over tine fo r  factory  aorkors and o f f i c e  a ta ff , nuabar o f  aorking 

days and working houra* batch price  per maund o f  juta« batch ooapoaitioa 

fo r  prodacta, aalea pi*lces o f  flsish od  goods and pro fit*  Ihese are ooamu- 

nioated to the enterprise aattagaaaat in  the form o f  budget guidelinea.

T h e se  stgAdftrda are r ig id  and can be changed only aith  tha prior peradLaai<m 

froQ the aonal and the corporation manages^t. In f le x ib i l ity  o f  budget 

standorda affacta  the acceptanoe and u s e  o f budgets by the tfiterpriae 

m aaaeaan n ta

( x i v )  CoBBunicatlott.

Budgets are prepared fo r  fa c ilita t in g  comiunioatlon between the cor

poration and the enterpriaes and a la o  a«<ng the various dapartaeata o f the 

enterprises* The proceaa o f  budgeting opens up aeries o f  connunlcation 

c l io n n e ls  between the corpora tlon  and the enterprlaea> CoBpnini cation a tarts 

^ t h  the issue o f  budget guidelines from the corporation. A t  the enter- 

p r i s o  le v e l, the preparation o f  budget i s  l ik e ly  to involve a good deal 

o f  coizm unlcation aMong the various departaents o f  the anterprlaea* The 

s u b s e q u e n t  review and cq;>proval p r o c e s s e s  aXao resu lt in  coamunlcation 

b e tw e e n  the corporation and the enterprises* Budget report* prepared by 

t h e  onterpriaea and subaitted to the asonaJ- and corporation head o f f i c e  

a r e  a  good aeana o f  co ap n in ication* B u t t h e  feedback froa  the corporation
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and th« zonal o f f i c e  i s  not regular. At the onterprlae lo v e l ,  in te r -  

d«partmeBtal conomnicatlon regarding budget 1« not e ffect!T e« This i s  

because Ahe departmental Banagers do not seen to accept and use budgete 

in  tho proper perapectiye*

(xv) Motel vatton«

One o f  the purposes o f  preparing budgets i s  to activate the eoployeea 

to VDork «lioleheartedly to achieve the goals eabodied in  the Imdgets* Since 

manaeers at the enterprise leve l do not have adequate budget training and 

do not participate in the budget process in  an e ffe c t iv e  Banner, they do 

not seea to be laotivated by budget«« The absence o f  goal-congm esce and 

extrlndlc rewards stands in the «ay o f  p os itive  BK>tivation. Insu fficien t 

foodback also a ffe c ts  motivation o f  the iBaaagers at the enterprise le v e l . 

Absence o f  perforaaace appraisal on the basis o f  budget perforaance and 

absenoe o f  account a b ility  fo r  non-fulfilawdat o f  budget targets hinder e ffe c 

tive  estiva tion . Since aanagers* budget activation i s  at a lo »  le v e l, they 

are not lik e ly  to accept budgets vliolehsartedly and use thea In an e ffe c t iv e  

mazmer in discharglag their aanagariol fuactioas*

(xv l) Fressure to o l,

^ d g ets  are prepared for putting pressure on the enterprise aanago- 

isont to ra ise production. Production increase has becoae the fo c s l point 

o f attention, the achieveaent o f  prodaotion targets set in  the budget is  

atressed by a ll  parties* The corporation in  order to coaply s lth  the aacro 

levo l production targets, set production targets fo r  the enterprises. The 

ent^jrprise aanageaent f e d  the pressure as they are not consulted in  settin g  

Gueh targets and the probleas involved in achieHng such targets are not
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p»}perly  ettendad to by the corporation top-asnagcaent. Tho pressure 

fo r  boosting prodbction thus i s  keenly f e l t  .by the enterprise ■ansgeaenti

Hanagera sere asked about this purpose to aaeertsin whether the 

btiUget ia  being aetually used as a pressure deviee. Hanager*s agreenent 

or disagreesent aith th is purpose i s  as under*

Table lio. 7.1

Th« use o f budget as a prea«iire device as peroeived 
by the managers*

Budget as a
Pressure device

Type o f 
QuzK̂ gers

Agreenent

Snterprise Head 

Production Head 

Soles Head

(7h)

16 m )

13 ( 68)

5 (26) 
3 ( 16) 

6 (32)

19 ( 100) 

19 ( 100) 

19 ( 100)

Ibtal I %3 (75) 1^ (25) 57 ( 100)

(Figures in  braokets are Tow-percentages)

From the above table i t  i s  d o a r  that 75^ o f  the oanagars in ter

viewed agreed that the purpoae o f  budget i s  to put pressure for  raising 

production while did not view i t  as suoh. 7^  o f  the enterprise 

headsf 84^ o f the production heads and 689̂  o f  the sa les lisads agreed with 

the use o f  budget as a pressure devloe. The produotioa heads f e l t  the 

presstire Dost« because there aeens to bo a constant pressure for  raising 

production* I t  can be said that the use o f  budget as a pressure device
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1 b  prevalent In the enterpriaes a n d e r m pheaoamioti noted by

Argyrlo,^®

(icvU) O T era ll economy and e fflo le a o y ,

Badgeta are pr«p«red for  overall eeoaoay and offio ien cy* In tho e»ae 

o f  the corporation and the enterprises under i t t  there la  a great need for  

QCoaDBy and e ffic ien cy  fo r  the survival o f  the induatry. In viee o f  huge 

lofsaes aaffered by the Indnetry from 1971-1972 to 1978-1979 and tough oo»- 

p etit lon  in  the international narkott th« naed for  economy and e ffio ien ey  

I c  boing keenly f e l t .  Budgets may bring about eoonony and e ffic ien cy  by 

es.':;urlng econoatlo and e ffic ie n t  use o f  the fa ctors  o f  production.

The above purposes o f  preparing Iwdgets eere aaoertalned fron a 

perucol o f  relevant statutesi ru les, corporation d irectlvest intervleva 

idth oorporatlon o f f i c ia ls  and front p i lo t  study conducted p rior to framing

of questiottnedre* Managers were asiced to record their extent o f  agreement
i|

or disagreement eith  the above purposes o f  preparing budgets. Managers* 

idio agfaed « ith  the purposes ware decoied to have knowledge regarding the 

purposes* While annagers «ho disagreed with the purposes ware deemad to 

have no knowledge regarding them* In the next section , the relationship 

between managers' knowledgeabillty and their acceptance and use o f budgets 

Is  e:q)lored.

7*2 Hiinagera* knowledge regarding the purposes o f  budgets 
and their acceptance and use o f  bu^eta* n

^lanagers* were asked to record their extent o f  agraeaent or disagree'*

ment ^ t h  the probable purposes o f  preparing the budgets on a ^ p o in t  scale*

90* C. Argj*lB ( 1952) ,  o p .d t*
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Managers who agreed with the piirpos«s ver« d«eaed to have knowledge while 

t-hore disagreeing «lth  the purposes were deMed to have no knovledge.^^

It  hae been assuoied that the sanagers* knowledge regarding the purposes 

la  lik e ly  to a ffe c t  the aoeeptanoo and use o f  Indgeta by them. In other 

mrdst oanagers having kaoidedge are lik e ly  to aecept and use hadgets more 

than those who have no knowledge In this respect.

On the basis o f  aeasar«aent dtsouaoed in  2»2« mnagers* ngreevent or

diaogreenent with the purposes o f  preparing the budgets are shown below*92

r Table No* 7.2

The agreMient or diaagreeaient o f  the nanagers 
regarding the purposes o f  preparing the budgets*

T

r-

Agro«Bent or 
Qlsagreeaent with 

the purposes o f  
■V. preparing the 

^ '- - „ b u d g e t s

Type o f  
managers

11
I1t
t11
• Agreeaent
i
!

i

1

Disagrseaent

11

f11
I
I•
t
t

; % ta l 
1 1 1
1

l:taterpriBe Head 19 ( 100) 0 ( 0) 19 ( 100)

Production Head 15 (79) '» ( 21) 19 ( 100)

Sales Hsad 1*» m ) 5 (26) 19 ( 100)

T b ta lt W (84) 9 ( 16) 57 ( 100)

(Figures in  braokets are rov-peroentages)

91* One nay have knowledge regarding the purposes o f  preparing badgeta 
and s t i l l  May disagree* For the purpose o f  th is  study, we oonsl* 
dered suoh knowledge as in e ffective*

92* Managers* agreeaent or disagreement with the jmrpoaes o f  preparing 
budgets was Measured without attaching any weight to thca* 
Attachaent o f  weight KLght give better results*
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Froa th« tabl* i t  la  clear that a isajorlty ( 8̂ )  o f  th« Baaagors 

agreed with the purposss o f  proparlng th« budgota « b l l «  6̂̂  ̂ o f  than d is

agreed idth tha purposaa. All the enterpriaa haada. 799$ o f  tha production 

hoade and 7 ^  o f  tha aalaa haada agread aith tha purpoaaa* Roaa o f  tha 

entorpriaa haada dlaagraod with the purpoaaa but 219£ o f  tha production 

heads and 2^  o f tha aalaa haads disagraed aith the pttrpoaaa*

Tha follow ing tabla shows th« aeosptaaoo o f  hudgats by managers 

v ls -a -t is  thair knowledge regarding the purpoaaa o f  budgets.

■aittla No, 7,3

A oovparlson o f  aoceptanca o f  faudgata and knoidedga 
regarding tha pnrpoaas o f  budgets.

loiowladga 
regarding tha 

purposes o f  
preparing 

budgeta

Accoptano* 
o f  budgets

• Knoalsdge 
; (AgraeMant)

Lav^ o f 
o lgn lf loanee

High

Low

10 ( 100) 

30 (77)

0 (0)

9 (23)

l8 (100) 

39 ( 100)

Total t 9 ( 16) 57 ( 100)

U sh er 's  tiiniet 
Probability 
P « .023

I

(figu res In brackets are ro«-p«roontagea)

Froa the aboTe table i t  can be seen that a ll  the nanngers having 

hig^ acoeptanee had knowledge regarding the purposes o f  preparini; Imdgets. 

While 77^ o f  the naaagers reporting low acceptance had knowledge regarding 

the purposes o f  preparing tha badgoto and o f  thea had no knowledge

Dhaka University Institutional Repository



201

regarding th« purpo««B. No aanager haTlng no kaD«l«dg« regarding; th« 

pttrpoa«« was a high aoo«iptor o f  budgets,

HanagerB having high accflptanee lad knowledge regeunling the purpoaes 

o f hjdgets, while aanagero laaviag lo v  acoeptance f e l l  in  both oategoriea -  

'knowledge* and *no knowledge*. The difference between h i;^  aeoqptora 

and lour aoveptors were sign ifican t at P « «023 (U sh er 'a  libcaot Probability, 

P » .023i Table 7*3).

The fbllowing table shows the uae o f  budgets by i&nagers v is -a -v is  

their Icnowledge regarding the purposes o f  preparing budgets*

Table No. 7*^

A eoaqparison o f  use o f  budgets and knowledge 
regarding the purposes o f  budgets*

Knowledge 
regarding the 

pttrposes o f 
preparing the 
^ d g e ts

Use o f  
budgets

 ̂ Knowledge 
; (Agreeaent)

Ro knowledge 
(DisagresMent)

I
Tbtal

Level o f 
significiAOe

High

Low

19 ( 100) 

29 (76)

0 ( 0)

9 ( 2k)

19 ( 100) 

38 ( 100)

U sh er 's  Eixaot 
Probability 
P • ,018

Tbtal1 k8 m ) 9 ( 16) 57 ( 100)

(figu res in  brackets ore row-j^eroentages)

Froa the above table i t  i s  evident that a ll  the high use nanagers 

had knowledge regarding the purposes o f  preparing the budgets. Whils 7 ^
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o f the low ua« aanagera bad knowledge regartULni; the purposes o f  budgets 

and 2^  o f thea had no knowledge regarding the saae. Managers having no 

knowledge regarding the purposes were not high users o f  budgets.

Hlgh-use Managers had knowledge regarding the purposes o f  budgets 

vLlle low^use aanagers f e l l  in  both groups -  'knowledge* and 'no knowledge'* 

The difference between the two groups were found s ign ifica n t at P « «0l8 

(U sh e r 's  Exact ProbablUty* Table 7 .^ )-

This chapter dealt with the purposes o f  preparing budgets froa a 

thooretLcal point o f  view and the purpoBes fo r  triiich the corporation and 

the enterprises under i t  prepare budgets* Data reTealed a elgn ifican t 

rdatloB shlp  between zaanagers* knowledge regarding the purposes o f  prepar

ing budgets and their acoeptance and use o f  budgets.

^ e  next chapter discusses aanagers' budget aotivatlon and I t s  

influcdiee on their acceptance and use o f  budgets*
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BDOaET MOTIVATION AND ACCEPTANCE 
AND USE OP BODaST

Budget BotiTatlon.

Thltt ch«pt«r dtaoiis0«8 soae o f  the iaotivatlo& theories and in  the 

Ilf^ht o f theae theories eyaluates the budget sotiTatiott o f  the nuuiikgere 

and I te  influence on their aoe<ptanoe and «se o f  budgets*

Budgets nay be used to aotlTate managers to perform* They oay be 

t;aod to act ae ineentlTes fo r  peep).e to do a Job e ffic ie n tly *  The psyoho- 

logy o f  budgeting i s  related to the f ie ld  o f  Job aotii^ tlon  irtiich again 

belongs to perfoz«ancs Motivation and aotiviition in  general* *HotiTation* 

1g a 'tern  eqtloyed generally fo r  the phenoaena in¥olTed in  the operation 

o f iAcentlTes or drlTes**'*

According to Vrooit perforsance i s  a function o f  a b il ity  and moti

vation. Vrooa*s abOTe idea say be expressed as fo llo v s i

Perfomanoe ■ f  (A b ility  *  Motivation)^

In this fozwtla* a b ility  and laotivation are assuaed to be Butually 

independent and the term 'a b ility *  embraoee aXl ohsraetexlsties relevant 

to task perfoTwnoe exoept Motivational conditions*^ These eharaoterls* 

t i c G  have to do with the nanager's knowledge and s k i l l  re latin g  to the 

taaik assigned to Mm. These are influoneed by h is eduoatlonal a tta in -

1. J , Drever, A Dictionary o f  Psychology, London, Penguin Reference 
Book, 1952, p. 178,

2. V,H, VrooB, Work fr Motivation, R ,Y ., London, John m isy  & Sons, 1964, 
p. 203.

3.  Ibid , p. 200.
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mont, esg^rlM os, aptitude and peraonallty,^ Motivation on the other 

hand la  a function o f  his na«ds, geaeraX •oonoale condition o f  tha country 

and ijocial condition o f  the busln«GO enterpriae* The la t te r  Incltidea 

managerial s ty le , peer group loy a lty , bosa-subordlnate relationship at 

various lev e ls  o f  organisation and the orgi^ilsational structure*^

la  the folloeiiiK  paragraphs «e discuss b r ie f ly  the notlTation theo- 

riea  put forward by Maalov, HoOregor, Hersberg, McClelland, Patton, Vrooa 

and Porter and Ifawler. All these theories have a oonoon basis and a ll  

re ly  to a s ign iflean t degree on the loork o f  Ha^ow. Bat they indieate 

the d iversity  o f  ppproaohes posaibLe* The motivation process i s  so coa- 

plox that no single theory i s  adequate to explain the whole process.

The d iversity  o f  people and organisations render the «ftergence o f  a single 

theory an unlikely phenomenon*^

At f ir s t )  we discuss Maslov's Merarchy o f  basic needs.

Haslow*s Rlerarehy o f  Basic Needs.

basic ne«»ds o f  a budgeted manager w ill not be d ifferen t fron 

the t^sile needs o f  other people* Of a l l  need c la s s ifica t io n s , we w ill 

choose the hierarohy o f  basic nseds as developed by Haslow. This d a a s l -

km Bobbrt A> Sutem sister, People and Productivity, N . T . ,  MoQraw-RLll 
Book Goapany, In c ., 19^3, p . 8*
M. Hablbttllah, Motivation Mix, Bureau o f  Seonomic Besearoh,
University o f  Dacca, Dacca, 197^, p« 1*

6,  N. Dcipnoh, J ,0 . Birnberg and J . Deoskl, Coat Accounting, Accounting 
l^ta for  ManageMttt' - Decisions, N.T., Harcourt Brace Jovanovich, Inc. 
197%, p. 302.

7. A*H. Maslow, Motivation and Peroonality, Ibrper t  Bow, 195%.
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ficatLon o f  n«eda la  w^X adapted to the busi&ees aitnation .

The baaio needs in  Maalo«*a model are phyalologloal« aafety« lore  

and belongittgueaa, eateen and aelf-^ otu a llsa tion . An indlvldttal tr lea  

to Getiafy the moat baolo ne«da and striT es to noTe upward through the 

liierarohy towarda aelf-aetuallsatlon* Haslow obaerrea that '*oan i s  a 

vantine aalaal and rarely  reaehes a etate o f  eoaplete satiafaotion  except 

fo r  a short tine* Aa one deaire i s  satiaCLed, gmother pops up to take

i t s  plaoe* When th is i s  aatiafied* s t i l l  another oomea into the fo re -
fi

ground, etc.**

Phyaiolo^cal needa lik e  the deaire fo r  food* eater, elo thing, shel

ter, wamth and other requireaenta fo r  physical eonfort are at the foo t 

o f the pyraaid. I f  theae needs are not reasonably a a tia fied , they block 

a ll other needa. Next co»ea the safety needa ehioh re la te  to eaployment, 

fa ir  treataent, eoBfortable routine and protection froa  unexpected eventa 

e .g . ,  threat, deprivation and danger. AboTe the safety  needa are placed 

the belongingneas and lo re  needa alaP knoen aa aoeial or a f f i l ia t io n  

needs* Theae needs are concerned idth acceptance by one*a fe llow  aen, 

giving and receiving love and friendeM p. Social deprivations aay cauae 

temporary aental diaturbancea.^ Ssteem naeda are placed on the next le v e l. 

SatoeiB needs, alao teraed aa egoia tic  noeda« are divided into aelf-eateea 

and eeteea froa othera. Self-esteea noeds include the detdre fo r  achieve

ment, coapetence, autonoay and atrengtb e tc . Eateea froa othera eaibracea 

otatUB, recognition and reapect from one*a fellovaan* Hofatede is  o f  the

8.  Ibid , p . 69.
9,  £« Berne, Qaaea People riay : The Peychology o f  Huaan Relationahipa, 

London, Andre Deutach, 1966.
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opinion th*t "the deelr« for  power probably also belongs to the esteen 

group” ,

At the top o f  the hierarchy ie  placed the se lf-a ctu a liza tion  o# s e l f

fulfilm ent needs l«e*  *'the desire to become more and more th«t one iS|
i ito become ererything that one is  capable o f  beoiuaing” ,

Kaslo«*s hierarchy o f  baelc needs vas also used by Mo^ r̂egor*

McGregor suggested a means by which the organisation could meet the needs 

of the individual as stated by Haslow and achieve i t s  own goals too*

In conclusion i t  can be said that a sa tis fied  need ceases to moti

vate and when the lower leve l needs are sa tis fied  to a reasonable extent, 

higher lev e l needs then become active in motivation. The budgetary system 

can be designed to sa t is fy  the higher leve l needs o f  the managers*

Next, we take up Herzberg's motlvation-hygiene theory or two factor 

theory,

Herzberg*s Two-factor theory,

Herzberg's^^ concept i s  eap lr lca lly  based euid i s  b u ilt  on the hedo

n is t ic  princip le  that people are motivated towards that makes them fe e l 

good, and motivated away from what bakes them fe e l  bad. Hie research 

purports to find a two-faotor explanation o f motivation. He id en tified  

the factors o f  achievement, recognition , challenging work, respon sib ility

10, G,H. Hofstede, o p ,o it ,  p, 32*
11* A.H. Maslov, o p .c i t . ,  p. 92*
12. F. Herzberg, B, Mausner & B.B. Snyderman, The Motivation to work, 

N.T., John Wiley and Sons, 1959*
F. Herzbergy Work and the nature of man, London, Grt>sby Lockwood 
Staples, 197^*
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and ad^vancMient as areusliig good feolinga  la  the «ork sltaation . Tbesfl 

relate  to th« context o f  the Job and are the real aotlTators.

On the other hand, he suggeste that the factors o f  ooapany p o licy  

and adminiatratlon, dupervlalon, aalary* laterperaonal rd a tlon a  and work* 

ins oondltlous ean produce bad fee lia ee  in  the work situation , Hersberg 

ca lls  these "hygiene fa ctors” * These belong to the context o f  the Job*

The absence o f  the 'hygiene factors* oauses d lssa tls faction  aaong employ

ees but their presence does not motlTate th «« . These fa ctors  are also teraed 

as 'loaintenance fa cto rs ' as they help to Maintain a reasonable leT sl o f  satis- 

faoilott in  eaployees.

An liQ)ortant resu lt o f  Hernberg's research i s  that the aotlTators 

and hygiene factors  are quite separate and d istin ct froa  saoh other and 

are not to be considered as opposite ends o f  the sane soalo* Hersber^ 

stalbosi '^‘huSf the opposite o f  Job oatisfaotion  eould not be job d issa tis - 

faotioni but rathw  no Job sati sfa ction j s io i la r ly , the opposite o f  Job 

d issa tls faction  i s  no Job d issa tis fa ction , not sa tis fa ction  vith one 's 

Job",^^ The in p llca tiea s  o f  H erii^rg 's ffiotlTati^ftal theory i s  that the 

e ffe ct iv e  say to notlTate esployses i s  to give them challenging i«rk  in  

which they ean assuae responsibility* All tadks aay not land theaselTes 

to th is approach, but Tarlous aethods o f  **job eDrlcbnent” aay be ad^ted  

to create aore challenging Jobs*

In oonclusion i t  can be sold that aanagenent alas at influMWing 

orcanisationally desirable behaviour* Bat, such behaviour does not Just 

take place -  i t  i s  aotivated by ths needs o f  the people in  the organisation*

17* F. Reraberg, op*cit.y  p* 76*
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Maslov S.dentlfi«8 thes« ncAds and their in ta ct on behaviour and Herxberg 

ahowB the applioattoa« o f  the aa«e in  the orgauisatiom l setting* In 

devising a bndget syaten these theories nust be borne in  mind to obtsin 

the desired reouXts. But studies oondaeted by Ewent^  ̂ JViedlander,

M y e r s , S a l e h , S o h v a r t s i  Jsnnsaitia and Stark^® and io lf^^  corroborate
j|

the findings o f  Hersberg. While Wernimont,^® Brayfield,^^ Vroon and 

Mai or, ̂  and Kahn^  ̂ disagreed sith  ^ th er  the Hersberg e t .a l* «  aethodology 

oi* their thesis that sa t is fie rs  and d is sa t is fie rs  are two d ifferent pheno

l s ,  K.B.Keen, "Sose Determinants o f  Job S stis fa etioa , A Study o f  the 
0 « ie ra lity  o f  Herzberg's Theory", Journal o f  Applied Psyohology,
1964, k8, pp. 161- 163.

1^, 15. Friedlander, "Job Charaeterietles as SatiaH ers and D issa tis fie rs",
Journal o f  Applied Psychology. 1964, 48, pp. 358-592*

16. M.S. Hyers, "Who are your motivated soricere?" Harvard BusinesB 
Reviee, January-Febfaary, 19^4, 42, 73*88*

17. S.D. Saleh, "A Study o f Attitude Change in  the Pre*retireBent period", 
Journal o f  Applied Psychology. 1964, 48, pp. 310- 312.

18. M.N. Sehwarts, £• Jennsaitis and R. Stark, **Kotivational Factors 
among supervisors in  the u t i l i t y  industry", Peraonnti. Psychology*
1963, pp. 45- 53.

19. M.G. Uiolf, "The relatiLonship o f  Content and Context Factors on 
Attitude towards cospany and Job", Personnel Psychology. 1967, 20(2), 
pp. 121- 132.

20. S.F. WemLnont, "In trin sic  and i^xtrinsio Faetors in  Job S atisfaction ", 
Journal o f  Applied Psychology, 19^6, 50, pp. 41-JO.

21. A.H. B rsyfisld , "Review o f  F. Hersberg, B. Hsusner and B. Snydsrann, 
The Kotivation to work", Pereoanel Psychology. 1960, 12, pp. 101-102.

22. V.H. Vroon and N.R.P. Maier, "IndustridL School o f  Psychology",
Annual Review o f  Peyohology. 19^1, 12, pp* 313-446.

23* R.L. Kahn, "Review o f  F. Hersberg, B. Hausn«r and B. Snyderaan,
The Motivation to eork", Contettporary Psychology* 1961, 6, pp.9-10.
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mena, and gpmm have <SLsagr««d uLth both. HeOorsiek and U ffln ^^  alao 

onumerat«d studies supporting and non-anpporting th« motlTation hygien* 

tboorj*

W« now oonaid«r the eontribatlon o f  D.C. Hed^lland to laotlYatioa 

theory,

McClelland’ s n—da theory o f  aotlvatioP*
25McClelland dlsouases three types o f  needs*

1 ) the need for  aohleTeei^tt

1 1 ) the nsed for po«or» and

i l l )  the n«ed for  a ffiU a tlo n .

Ke(^clland i s  o f the opiodoc that a person with h lf^  need for

ochleveaent possesses certain ch aracterlsties which enable hla to work

better in  eose situations than in  others. These charaetexdstles o f  an
26achieTer are as foliowst '

1) Re prefers tasks in  which he oan take personal respon sib ility

for  th« outcoaes.

2} He sets bo derate goaXs and taken **calaulated r isk s ".

3} He wants precise feedback concerning h is sucoesoea or failure*

’ He prefers co-workers who aars coaqpetent despite his personal

fee lin gs about them*

2*». Ernest J . McCorslck and Joseph U f f in ,  Industrial Psyclwlogyi 
6th ed», London* George Allen fc Unwin Ltd*t I975f pp* 506-310*

25, D.C, HcCL^and, The Achieilng Society, H.T., The Free Press, 1967.
26.  D.C* HcClelland, J*W. Atkinson* R.A, Clark and K.L. Lowell, The 

Achlevonent HotiTe, Appleton-Century-Crofts, 1953«
D.C. HcClelland, "Business Drive and NaUoniA Achieveaent", Harvard 
Bu^nees Review, Vol.W), IJo**f, July-Aug. 1962, pp. 99-112.
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He also found that th* drive fo r  achleidng vttria* in  Indiiiduala  according 

to their peraonallty and oulturaX background. He e la s a if lc s  Managers as 

*hi{^ achievers* and *Io« achievors* and suggesta that *bigh achievera* 

are niire auoaeasfUl nanagera than *lo« aohievera*. I t  la  Important to 

id en tify  the personal oharaoteristioa o f  the high achiever and the low 

achiever in  the context o f  both the budget and general nanageMent* i f  the 

bost i s  to be obtained out o f  people*

We now consider HcOregor's views on aotlvation*

McGregor's idews on wetivatien*

According to McGregort^ traditional •rganlsatlon with the centra-*

liGtid deelelon aaldng, superlorosabordlnate pyraMd and external oontrsl

o f  work i s  the outooae o f  sotte aaiSUoqitlonB about nature and human

lEOtivatlon* These assumptions arc aldn to the view o f  man defined by
28 29Mayo in  the Babble Hypothesis* Theory X  ̂ assumes that most pe<^e 

prefer to be directed, are not interested in  assuming respon sib ility  and 

oant safety above a l l .  This pMIooophy i s  accoapanied by the b ^ le f  that 

people are motivated by moneyi fringe benefits and throat o f  punishment.

Hanagsrs who accept theory X acusamptlons have a toidency to structure 

control, and c lo se ly  supervise their employees* These managers think that 

external control i s  c learly  agpproprlate for dealing with unreliable.

27* Dou^as KcQregor, The Human Side o f  E^ter^^riset Tokyo, McOraw-Rlll 
Kogakusha L td ., 1960*

28, Elton Hayo, The Human Problems o f  an Industrial d v i l is a t lo n ,  
W.T., The Hcmillan Company, 1933*

39, D. HcGregor, o p .c it* , pp# 5>3^*
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I r r o ^ n s lb le ,  and iKmnture pe<>plg, Drawlne heavily on Maslow*» falerar- 

ohy o f  needa, Mearegor concluded that thaory X aaaumptlonB about th« 

natuTfl o f  nan ar« generally inaocurate and the nanagen^nt praotleoa that 

develop fron these ascuiq>tions n i l l  often  fa i l  to Motivate indlvldJials 

to work toward organisatiottal 09als. ManageBfiBt by d irection  and oontrol 

may not aueoeed aa i t  i s  «  questionable «ay o f  ootivatdLng p e i^ e  whose 

physlolog;loal and safety  needs are reasonably sa t is fie d  and whose Bocial, 

osteem and aelf-aotu a lisatioa  needs are becosiag prsdoadnant*

In view o f  the drawbafdce o f  Theory X, HcOregor developed on a lter* 

native thaory o f  hnsan behaviour called  Theory The theory assnnee

that people sre not, by nature, lasy and anreliahle* I t  further asaumee 

that man can be b a sica lly  self^direotad and oreatlYe at wor^ i f  properly 

laotlvated. There for e* the ess«itickl task o f  nanag^Bsnt i s  to release this 

potentliJ. in  man. The properly m tivated  person oan achieve h is own goals 

best by direeting h is own e ffo r ts  towards asconplisbiiig or^^idsatlonal 

goals.

Nan&gera who accept Theory 7 ascAunptions about nature o f  aan do not 

atteKpt to structure, control or c lo se ly  supervise the enployoes. Instead 

these BaBagers hd.p their ean>loywas natnro by subjecting thes to progress

iv e ly  less  external control and mllowLng then to assun« more and aore se lf-  

oontrOl* a^ployees *«rivw the sa tis fa ction  o f  aoeia!* esteew and s e l f -  

gotualisatioa nseds vithin th is  kind o f  environaent*

Tbua Theory T a iss  at tho eo ta b U ^ w iit  o f  an enviroaiient in  which 

^3ployees can beat achieve their personal goals by oon d ttia g  theMselvee

30. Ibid, pp.
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to the objaotivas the organlaatLon* In the prooeaS| employees are 

expected to exeroiee a large degree o f  Internal notivation*

I t  aa7 seeB that the theorlefi o f  Maslov, HcQregor and B^sberg view 

motiTatlon from d ifferen t perepeotlTes. But basLoally they eatphaalae 

e ia ila r  sets o f  r e la t io n ^ p s *  Maelow atreaseo the rarely  sa tis fied  

higher leve l needs as the notivating force . Hersberg vie vs "sa tia flera "

OS motivators a fter the hy^eno fa ctors  have done away with d lssa tls fa o - 

uion* KoQregor*s Theory vhich I s  based on assni^tions eoncerning the 

cjotlvea o f  individuals views ootivatLon froffl another angle*

Next we present Patton 's views on managerial motivation,

Patton*s views on sansgerial Motivation*

Areh Patton^^ stated that cballenglnff work, status, leadership, com

p etit ion , fear and money are the iii^ rta n t motivfttors fo r  the exeeutlveo* 

Theae baslo motivators do not d i f fe r  substantlsU y from these put forward 

by other researchers*

We than discuss Vr«om*s valence-esq)ectancy theory.

Vroom*s Yalence-expeotftttcy Thoory,

Following K. Lewln^ and others, Vrooa^^ uses the follow ing model 

chowlng the eon^nents o f  motivationt

31. Arch Patton, Men, Konoy and tfotlvationt 8.Y ., HcQraw-Rill Book 
Company, 19^1* Chapter 2.

52* K* Lewln, The conceptual representation and the Qeasur«ent o f  
paychological forces* Contributions to psychologLcaX theoryt 
Durham, H.C.: Duke Uni varsity  Frees, 1958, 1* No,

55. V,H. Vroom, o p .d t .
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Motivation ■ f  (VaXence X libipeotancy)

Th« t«ras tts«d h«r« arc defined as foILowat 

MotlTatlonx The foro* to perform a ocrta ln  act*

Valanoat Th« perfomanoe o f  «  parson to attain a eartaln outeoae 

o f  hia aet rathtr than not attain lag it *

Kiqpeetaneyt The axtant to which a person believes a certain outoome

o f  his aot to be probable* AeeordlBg to Gofer and AppXejr '̂ ,̂ Talenoes

represent the affeotlTef e:q[>eotan«les the oognltlTe element la  

Botlwtlon*

The abOTe mentioned model i s  a si^il^^«<3 form as i t  considers only 

one poasible outcome o f  the aot* But in  most o f  the cases* many outcomes 

« l l l  take place* In such a casei the model may be espresssd as foUowst

KotlTation * t  C  (Valence X Ej^eetancy) J

i*e* one has to sum up the valonces o f  a l l  possib le  outcomes* m ultiplied

by the expectancies o f  these outcoaes*

In the budget situation , Hofstede^^ adapts the Vroom modal as 

follows t

"Budget motlYation ■ f  ^ y a lca ca  o f  mttalnlng budget X paroslTed 

influence on reaults ¥ { Valences o f  other e ffe c ts  o f  actions X 

I'^ectanciea o f  these other e ffe cts ) J

3h, C.M. Gofer and M.H. Appley, Hotlvationt Theory aad Beaearoh, H ,Y./ 
London, John Wllsy t  Sons, 19^3« P« 77^«

33* V»B* V̂ room, op *cit« , p*
36. a.H. RofatedSi o p .c it .
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Tarious oonoapta indlcata the follo«Lngt

Budgst M tiTatlont the force  to taHe necessary aotlona to att«d.a 

the budgflt*

Valenoa o f  attaiaiiig budget! the preference o f  attaining the budget 

above not attaining i t ,

Pereeived in llu a n e«on  resultst expeetanoy o f  the e ffe c t  o f  on e 's  

actions on budget resnlts*

Valenoes o f  other e ffe c ts  o f  actions: the p referw ces fo r  those 

other e ffe c ts .

li^eetancies o f  othsr e ffe ctst  tiie degree to vhioh the budgstee 

believes these othsr e ffe c ts  to be probable*'*^

Ronen and Litingstone'^ dsveloped an ei^ectaacy theory approach 

to the notivational impacts o f  budgets based on the nodel advanced by 

House^ iriiich in  turn i s  derived from the Path<moal hjrpotheses advanced
Lq

by Oeor0opoiilos« Mahoney and Joaes end froa  pretdovs research support- 

ing the class o f  eiqpectancy aodels o f  Isotivation.

37. Ibid , p. kS.
3B. J , Ronen and J .L . U.viag8tonG« **An Eiq>ectattcy Theory Approach to

the Motivational Inpacts o f  Budgets", The Accounting; Re^eiib 
Vol. 90, October, 1975, pp. 671-685.
R.J. House, **Sone PreliidBary Findinj^ Concerning a Tkst o f  the 
Path Ooal Theory o f  Leader8hlp"« (Unpublished Banuscript, Univer
s ity  o f  Ibronto, ^ r i l «  1972).

. Notes on Questiottnaires frequently Ussd by or Deve-
loped iiy iR.J. House, Fncolty o f  ManageKeat Studies, University
o f  Toronto, July, 1972.

40, B.S. QeorgDpoulos, Q.M. Mahoney, and N.W. Jones, *’A Path Ooal
Approach to Productivity'*, Journal o f  Applied Psyohblogy (1957) ,  

pp. 3'»5-53.
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ikoIn addltioii to Vrooa , rea«aroh«s oondaet«d by AtldLnaon ,

Galbraith and Guulnga^^, Oraea^, Laider^^ and Porter and Lawlar^ 

also support tha aicpaetaney aodol o f  not!ration .
Ln

Porter and Lawler stated that an eaployee's notlTatloa to perform 

la  deterolned by two Tariables* The f i r s t  o f  these Tariables i s  contained 

in  the concept o f  an effort-raward probaULlity* This #ffort*reward proba- 

b lU tyt in  turn, i s  detendned by two subjective subsidiary p roba b ilitlest 

the probability  that the perfonaanoe w ill resiilt in  the reward, Vrsoa 

views the f i r s t  o f  these sttbjeetive p reb ab llitia s  as an *e^eetaney* and 

the second as an * in stn »en ta lity* . The second relevant variable i s  the 

concept o f  reward value or valence* This in d ieates the in d iild u a l's

^1. V.H. Vroos« o p .e it .
U2» J.W. Atkinson, «*Toward8 Experiaental AnalyelB o f  Huaali Motivation in  

ferns o f  Motivesi £:q>eotatlans and Incwntives", in  J«ff« Atkinson, ed«, 
Motives in  Fantasy, Action and Soelety, Van Hostrand, 193&*

^3* J* Qalbraith and L.X. CunBlnga, **An Eqpirloal lavestlgation o f  the 
Motivational Deterainants o f  Fast Perforsancei Interactive E ffects 
Between InstruBentality, ValGOee, Motivation and A bility*” ^ g a * 
nlsation^T Baiiyid.our and Hunan Perfoirsanse (1967), 20, pp* 25T-57*

Mf« G* Graen, "Instrusental Theory o f  Work Motivation} Soae ^ i r i c a l  
Results and Suggested ModificationB", Journal o f  Applied Psyohology 
( 1969) ,  35, (Ho, 2, Part 2 ), pp. 1-25*

^5. E.K* Lawler, »A CoxrAmUou  Causal Analysis o f  the Belatioaship 
between E3q)ectanoy Attitudes and Job PMrfonwuioe**, Journal o f  
Applied Psychplomr (1968), 52, pp. <f62-8,
E.S* Lawler, Pay and Organisational Sffeetiveaesst A Psychologloal 
P e r fe c t iv e , Wiley, 1971*

» and J.K, Suttle, "E^qpeetancy Theory and Job Behavior",
(!)r«MHtaational Behavior and Hutmn Peapfsr«aace (1973), 9* pp«W2-503*

it6, L .i* Porter and B.E. LaidLer, Managerial Attitudes and Perforsance, 
Hosewood, ILL,, Bichard 0. Irwin, Inc*, 1968.

47, L.W. Porter and E.E. Lawler, o p .d t*
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pere«ptlos o f  the vaXu« o f  the reward or ontcoa« that might be obtained 

by perforalng e ffe e t lv e ly . The reward value o f  outeoaes orlgiiiatea from 

th€dr perceived a b ility  to a a tio fy  one or more neede as ^ e d f i e d  by Madow,

Although the V alence-lastnnentality  expectancy theories have beooffle
46popular* Miner and Dachler pointed out eoHe nagging questlona about then 

ani Qraen^ prepbsed the addition o f  a con e^ t o f  'boundary oonditlons*.

Fro» the above aoti««tlon a l ^proaohes put forward by d ifferen t 

experta. I t  can be eald that they have a ooaoon oore and enphaaise the 

biorarchy o f  basdLo needs developed hy Maslow* Xn budget Motivation, I t  

Is  necessary to stress the higher needs o f  esteeio and self-aetuallsation* 

Rersberg*s findings i^ply  that there i s  a nsed to emphasise the motivating 

factors in  the budget systea and on adeqwits lev e l o f  hyglsno factors*

KoGregor pointed out the ways by trhich an or|[anisatlon can meet the needs 

as proposed by Maiaov and at the eane time aohiave I t s  own goids. McClelland*! 

G^proaoh suggesta that a Manager dbould seek challenge from the setting  o f  

budget standfcrds. Bofstede opined that a manager's motivation through 

budgets has two dlaendonst the relevance o f  budget standards to the bud- 

getee 's  tasks and his attitude towards the tndget system .^

For the purpose o f  th is study, we w ill consider the hierarchy o f  

basic needs developed by Miislow. The levd . o f  needs varies from person 

to person as well as from country to country* This variation I s  pointed 

cut by Bofstede la  the foUoidJig lantfiagei

i»8* J.B . Miner and H.P. Dachler, Personnel attitude* and motivation. 
Annual Review » f  Psychology* 1973t 24, pp* 379-402*

<«9* G. Qraen, ^ * c l t *
50,  Q.H. Hofateds, op *d t* t  p . 49*
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"In the » «8t«rn oountries pbycdologival no«<la are alaost nalTersally 

sa tis fie d , safety Meds to a great extentj on the other hand, the staixdard 

fo r  aatiafactlon o f , fo r  example* aohieTeMnt neods w ill be ouch highor 

in  the caa« o f  eoae ooeupational grottpsf for exaiipl* se iea tia ts , than fo r  

others, for exaaple assembly l ia e  vorkers."^^

la  the oaae o f  aaaagers o f  th« enterprises under B.J.K.C., i t  i s
V

necessary to ascertain the le v ^  o f  their needs sa tis fa o tion . In the ease 

o f  hie budgeted sanagers Hofstede Ibund that budget notiTation through the 

satisfaotion  o f their lover leveGl needs s i l l  have a negatitre e ffe c t  or no 

e ffe c t  at «Xl« PositiYe budget ootiTatlon can be bcd lt by tr jin g  te 

f u l f i l l  their higher leTel needs lik e  esteem from othere, self*^steeB 

and sone anount o f  se lf-a e tu a lisa tio tt*^  There are certain  characteris

t ic s  in  the budget eysten which say poaLtiVely and negatively Motivate 

the budgetees. These charaotezlatios w ill be pinpointed in  the next sec

tion and the Manager*s budget motivation v is»a -v ia  their bftsic needs sa t is 

faotion  s i l l  also be disoussed*

8.2 Budget «o tiva ti»n  and hierarchy o f  baaio needs,

( a) Budget motivation and phyoioloidoal needs«

Phyaiologicaa needs o f  the nnaagers are sa tis fied  by financial 

rewards in  the fora o f  salary« fringe benefits etc* These enable the 

managers not only to neet theii* phyelologlcsl needs but also to sa t is fy  

the higher level needs lik e  soc ia l and ego needs* Sone aanagers say 

derive a sense o f  seourlty and status froa such rewards. "Like the psycho-

losLsts* inkblot, noney is  an easen tia llt neutral ob ject ihich each nun

51* Q.H* Hofstede, o p .c i t . ,  p«
52, Ibid, pp, 5*t-55«

Dhaka University Institutional Repository



218

in terprets in  terae o f  h is own habitual way« o f  thinking about the eorld 

and his re lation  to it ."^ ^  In the bttdget context, the individual Interpre

tation by each budgetee i s  lik e ly  to influence the e ffe c t  o f  financial 

rewards and penalties. The la t te r  nay hare positive  os well as negative 

e ffe c ts  depending on the nature o f  indivlduBl'a  reaction  towards then,

Jn the Herzbergt e]q;)eriaent8t salary «as concerned « lth  both positiTe and 

nogative stoxdes* *'In faott i t  «as the most anbigueua o f  a l l  factors found 

but s t i l l  the negative eleaent «ae predominant.” ^

AchieTanent o f  budget targets oay enable the managers to earn hi^ier 

remuneration fbr meeting th «ir  p h yd olog ica l needs. So, the mensgers were 

oakedi

what extent the achieveiBent o f  budget target enables you to earn 

higher remuneration fo r  meeting physiological needs e .g . food, clothing* 

shelter etc.**

A ll the respondents reported that there i s  l i t t l e  chance o f  their 

earning higher remuneration through the aohioTement o f  budget targets, 

n i l  1977- 1978, the corporation had no iacentlTe scheme. Realimiag i t s  

iES>ortance, the corporation Introduced an inoentlTe scheme from the la a t 

quarter o f  that year. Under the scheme, performance o f  the m ills 

serutiniaed at the end o f  each taonth fo r  determination o f  the "Best M ill 

o f  the month** and for  payment o f  cash award to the m ills  so adjudged. The 

production, cost and wastage performances o f  the mUls ware considered fo r  

this purpose. Such cash award equivalent to salary/wages fbr a cprtain 

number o f  days were shared by \aorkers, eoq^loyees and managers including 

the head o f  the m ill. The corporation o f f i c ia l s  Interviewed reported that

53. S.W. OelleraaB, Motivation ond Produotivity, Hew York, Americsn 
Management Association, 1963« P* 1^*
a.R. Hofatede. o p .c i t . ,  p* 5^.
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the echene had b«eu k«pt in  abeytmc© alnce Heuroh, 198O due to large scale 

fabrication  o f  performance reports* So the scheme was in  operation for  a 

short peiiod  o f  ti|&9. During the period under study, the enterprises 

surveyed could not qualify for such award. As such the managers did not 

fedL the aohievenent o f  budjfet as a means o f  earning higher remuneration 

for  meeting their physiologloal needs*

The managers were a^edt

"Td what extent yonr present pay and other fringe benefits provide 

incvntive to work fo r  the aehiev^ent o f  budget targets.”

This query was m^de to ascertain the extent o f  their satLsfaCtion

id.th thfllr present pay so that the same can notiv«te thea to work for  the

achievement o f  budget targets* Seventy eight per cent o f  the respondents

replied that their pay provided no Incentive to work fo r  the aohieveaont

o f budget* The rest (229 )̂ f e l t  that their pay provided some incentive to

work for the achieveaent o f  budget targets. Other studies also found a

Qimllar kind o f  d issa tis faction  ainong managers about their pay because o f
55rifidng price le r e l o f  essential goods and s e r v i c e s * T h e  pay scales o f 

the managers are dependent on thedr rank* Hanagers having a higher rank 

enjoy a higher pay scale than other managers in  the saMe category with a 

lower rank* The pay scales o f  the managers are shown in  Appendix-11*

Status increases and proiaotions are lik e ly  to f u l f i l  the higher 

needs, lik e  esteem needs* Hanagers were asked: what extent the achie*

vement o f  budget targets gives you chances o f accelerated promotion and 

unearned increment.” All the respondents f e l t  that there was no chance

55* M* Habibullah, et*a l. (198 l), o p .d t * ,  p* 35*
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o f  th d r  getting an unearned Inorofflent through the aohlereaent o f  budget 

target. There 1 b  provision for  granting unearned inereaent fo r  extra

ordinary perforaanee, but the same i s  rarely  granted*' So, the aanagera
I

have auch an attitude toemrda unearned inorclient*

Aa to proaotionB o f the toanagera f e l t  that there was no ohance 

o f  their getting an accelerated proooUon on the baels o f  their budget 

perforaanee. While 20f̂  o f  them f e l t  that there vas ohanee o f  their getting 

such pronotion on the baais o f  their budget perforaanee. Intervienn « ith  

the meabers o f  the promotion oom dttee revealed that there i s  proTlaion fo r  

accelerated proax>tion for  sanagers demonstrating outatandiag perforaanooi 

but that i s  granted only in  exoeptional cireuastanoea. £hterprise aanagers 

interviewed i ld  not amticm a single case o f  accelerated pronotion during 

the period under study.

Managers are promoted on the basis o f  Annual Confidential Beports 

(ACB) written by their senior ( Appendiz-10). Ths ACR fora i s  f i l l e d  up 

at the «nd o f  every year and contains a number o f  it s a s  on the basis o f  

which a aanager'a perforaanee i s  to be aeasured on a scale o f  3 points*

The itea s  are as followet

Part -  B

1. Intelligence and mental eaertness.

2. JudgMwnt and sense o f  propoiPtion.

3. In it ia t iv e  and drive. 

k. Fewer o f  eacpresaion.

5. A b ility  to plan* organise and supervise work.

6. Uttality and quantity o f  work*

7.  Peraeverance and devotion to duty.
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8. Capacity to guide and train aubordinatas.

9« Cooparatloa and tact.

10* Integrityt (a) In tall«otaal« and (b) moraX.

11. £ena« o f  Beaponsibilltjt (a) General and (b) In flnanoliJ. tarsa.

12* Fttraonalitj.

The ACB writer la  to assess the pron otab ility  o f  nanagers in  the 

foU oeing oaanert

1. Deaerrea reooamwdation fo r  aacelerated proDotion.

2.  Froootlon,

3* Recently pronoted, i t  i s  too early to be reooamtfided for  aeoond 
proootioa.

k. Hot yet mature for  being prooiotedt but oay be preaoted in oourse 
o f  tia e .

%  Unsuitable for further prociotiont The incumbent haa reaohed ceillXLe 
o f  adTanoement*

6. Detailed remaxlca.^

The Items on ACD make I t  quite d e a r  that there I s  a great scope 

for  subjeotiTe Judgement and fo r  moUae, b ias, prejudice and irra tion a l 

bohaviour*^^ Except it«m number 6 o f  Part>B, none ia  r^ a te d  to budget*

From the form o f  ACR i t  ia  quite obvious that no streae i s  giv«B to 

budget performance in  deciding caaes o f  pronotion.

Hofetede'a^^ remark that ’*the main risk  in  both a«]atry and atatufi/ 

prosiotional incentlTas i s  that they >111 ro in force  la ten t feelin gs o f  

intjmmtice about the budget** saeos not to apply to the maaagera under B.J.M.C.

56* H. Babibnllah, e t .a l* (1 9 8 l), o p . d t . ,  pp.29-30«

O p .clt.y  p» 3^*
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Froa tha above discussion I t  oan be oonolttd«d that there semis to 

bo l i t t l e  Inoantive in  the formal reward s^sten to p os iti.v^ y  notlTate the 

i2€ixiagerB to work for  the achleveaont o f  budget targsts*

(B) Badfft motivation md safety gssde#

Safety &s«ds are placed above the phyaislogical needs in  the need 

hierarchy deyeloped by Kaslov. Data co llected  by K* Hablbttlloh revealed 

that "a ll categories o f  the respondents, naaaly* lower leve l Managers, 

Qiddlt leve l managers and upper lev e l nanagers attach highest anount o f
eg

iajj^rtemce to job  secu rity” ,*'^

In the budget context, beaT7 stress on salary, proBotlon and status 

rewards and penalties, nanagenent by fear and eBq;>hasis on aecountabiUty 

may frustrate the safety  needs o f  the budge tee. A{>art froa  the rewards 

and penalties systen, the budget can frustrate the safety needs o f  the 

budgetee i f  he i s  not prepared fo r  the change which a dynaalc budget seeks 

to bring about*^^ In such a oace the ludgetee may look  upon the budget as 

a threat to his comfortable routine*

Managers were askeds obat extent the non-achievement o f  budget 

tfurget threatens your security  o f  employsent''* Hie rep lies  o f  the reeq^n^ 

dents are shown belowt

59* K. Kabibullah (197^), o p . d t . ,  p , 57. 

60» a.R. Hofstede, o p .c l t . ,  p . 57

61, iW d, p . 57.
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Table No. 8,1

Th« extent o f  frustration o f  need fo r  security o f
the managers.

.^Need for  Security

Type
o f  managers

1
I
t

I Threatened 
t

\

: ! 
1 Not threatened { 
1 1 
1 i

Total

Enterprise Head '\k (74) 5 ( 26) 19 ( 100)

Production Head 12 (63) 7 (37) 19 ( 100)

Sales Head 10 (53) 9 ( W 19 ( 100)

Tbtal J 36 (63) 21 (37) 57 ( 100)

(Figures in  brackets are row-peroentages)

From the above table* i t  i s  evident that o f  the managers perceiTed 

that the non-achieTeaent o f  budget threatened their security o f  employment 

while 37  ̂ o f  them fe lt  that the non-’achieyeaent o f  budget did not threaten 

their security o f employment at all* Of the managers who perceiTed non- 

achieTement o f  budget target as threatening their security  o f  employmentf 

39̂  belonged to the group o f  entexprise heads, 33̂  to the group o f  produc

tion head and the rest that i s  28̂  belonged to the category o f  sales heads. 

Of the enterprise heads* 7 ^  perceived non-aehlevement as threatening and 

the rest ( 26ŝ ) did not perceive i t  afi threatening their security o f  t i^ lo y - 

ment. Of the production heads, 6y 6 f e l t  that their security  o f  employment 

mas threatened by non-achievement o f  budget while the rest (37̂ 9̂  fd lt  other

wise. F ifty  three per cent o f  the sales heads had the fee lin g  that the non- 

achievement o f  budget threatened their security o f  employment idiile the rest  

had no such fee lin g .
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Q it«rpri8« hvada fe « l the frustration o f  the need for  seourlty o f  

eoployaent moat* followed by the production heads and the sa l«s  heads. I t  

i s  beoanse the enterprise heads are the ones to be asked f i r s t  for  non- 

aohieTeaent o f  budget targets set fo r  their enterprises* Qnte(rprise budgets 

are drawn up on the basis o f  production targets. H «oe  the production heads 

also fe e l the threatening aspect. The sales heftds* fu lfila e a t  or a ^ e v e -  

Dcnt o f  target is  dependent on the achieTeaeat o f  production targets by 

the production heads and the condition o f  OTerseas u r k e t  iMLoh i s  rery 

ouch beyond their control. So, ^ e y  do not perceire the nott^achieTeaent 

o f  budget so much threatening their security  o f  eaployneat. £ven then a 

majority o f  them tend to perceive the threateniag a ^ e o t  o f  the non-achiev^ 

ment o f  budget. This say be the resu lt o f  budget being used as a pressure 

d e^ ce  to ra ise  production (Ch. VXI, TaUIc No. 7*1) and th« fear o f  penal 

transfer.

Though a majority o f  the laanagers (630f) percelTed that their need 

fo r  security was threatened by the budget, there was not a ^ n ^ e  case o f  

disBlssal or demotion for  non-aohievaaOAt o f  budget targets during the 

period under study. In case o f  very bad perforManee, some enterprises 

received warning le t te r s  from the corporation, ftit no respon sib ility  was 

fixed  for  such performance*

(C) Budget motivation and a f f i l ia t io n  o f  socia l needs.

In Maslow's model, the a f f i l ia t io a  or eod a l needs oowiqpy the third 

position . These needs are placed above the sa fety  o r  security  needs. In 

the budget context, the fu lfila e n t  o f  a f f i l ia t io n  needs i s  lik e ly  to resu lt 

in  positive  attitude while i t s  ftnistratikn may r e M lt  in  negative attitude.
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Th« budg«t«d aaaagAr i «  an integral part o f  the soc ia l netvork o f  the 

orgf^ satlon* He la  lik e ly  to have eoelal relationefalp with h is euperiors, 

fjabordlnatesf peer Baaagera aAd accounts people*

l^eqttent ooaBninication between the badgetee and hie superior i s  

lik e ly  to sa tis fy  th ^ r  need fo r  e f f l l ia t io a *  I f  the auperlor i s  aoti*  

vated by the budgety ha can induce the aaae fee lia g  in  the olttda o f  hie 

subordinates, within the entezprice, i t  seeas, there i s  a good la te r - 

personal relationship between the superior Manager and his sabordinate8« 

that i s ,  between the enterprise head and other aanagers. But the coamoni* 

cation elth  the superiore at the corporation le v e l la  not frequent. More

over, i t  i e  aarked by power relationships* As one enterprise head aaidt 

**The people at the corporation d«om theaaelvea to be auperlora and want 

to iaipose their opinion on us.'*

One o f  the assumptions about hunan behaviour in  the accounting 

theory o f  budgetiagt as reported by Rbfstede, i s  ihat people react on 

control systeas as individuals*^^ Contrary to thia b e lie f , thet« May be 

group reactione and foraation o f  peer groups with a group aora against 

the budget or with a group norm rein forcin g  budget aotivation* In the 

fozver case, the e f fe c t  on the in d iv idu a l'a  budget aotivation i s  lik e ly  

to be negative, while in  the la t te r  case i t  ie  l ik e ly  to be positive* In 

the case o f  our aanagers, there seeas to be ao strong relationship anoag 

peer iBttaagers, so there i s  a neutx^ condition vith  regard to budget 

motivation.

62m G.H. Hofstede, o p .c lt* , p* 37*
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Th« A tlfilaen t o f  budgftt dapends on th« perforaanee o f  tho Baaag^r 

Qttd liiji sBboraiaat«8 and there i s  l ik e ly  to be * a paychologloal «ork 

c o n t r a c t b a t v a e n  the two. Budget preaaure aay break the psychologLoal 

«ork contract and resu lt in  negative fealinga for lioth o f  thea,^'^ There 

i s  evidence that badj^et ia  used as a preasvre device for ra ising  produc

tion (Chapter V H , Table No. 7*1)* Tfaia ia  l ik e ly  to Jeopardiae the 

stQierior-sabordlnate contract and thia Bay resu lt in  negatlTa fa d in g s  

for  the nanagera and their subordinatea*

The relationship between the managera and the acoounta peraonnel has 

aoffiething to do ndth budget notivatlott. The budget section o f  the org»* 

nlsatlon by exerelaiBg bureaueratic power throu^^ the budget nay open np 

the posalfeili t ie s  for negatlTa budget aotivation . The relationship betwaen 

the nanagera and the Aoconnta perscnmel aeesa to be aatisfaetory* The 

laanagera were aakedi "I>o you tM.nV the accounta departaant o f  the enter* 

pxlse ia  handling the budget progrGMie sa t is fa c to r ily ? ” ^ A ^en dij^ l, 

Part*S« Queation No« 6(a)7» Hinety^oae per cent (91SIS) o f  the nanagers 

interviewed eiq)resaed aatiafaetion about the handling o f  the budget progr- 

awae by the accounts departaent* Thoae «ho e^reaaed disaatiafaotion , 

emphaalaed the need fo r  traiad.no o f  account a peraonnel and for  netting a 

separate budget c e l l  to adndnister the budget* The accounta people, Uiay 

opined, reni|ined buay ia  accounts work and in  preparing d ifferen t types 

o f  ruports for zonal o f f i c e  and oorporatlon head o ffice *  Hence« they 

devote l i t t l e  tine to th« preparation o f  internal budget reports fo r  the 

various departaents e f  the enterpilae*

63* Chris Argyris, "Orgaaiaatlonal E ffe o t iT ^ a a  Under Stress**,
Harvard Buslneaa Review, 19^0,3jpp*

6k» G«H« HofatedSt p* 60.
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Maiiag«ra ««r« aak«4 the fb llov in g  qn«stiotta to det«rfilB« th« extent 

o f  their a fflU a tlo n  or ooolal needa eatisfaotloiit "Tb tibat extent your 

eocial needs are fu l f i l le d  iddle working under the budget s ja ten ."  Th« 

re|)liea o f  the nanagera to the above query were as undert

Table Ro» 8*2

The extm t o f  s o d a l needs a a tls fa c^ on  o f  
the matfigere*

Froduotlon Head 8 ikz)

Sales Head 7 (57)

11 (58)

12 (63)

19 ( 100) 

19 ( 100)

Tbtal I 27 ( W 30 (53) 57 ( 100)

(Figures In hraoketa are roi»-]>eroentages)

FroB the above table I t  la  clear that 7̂̂  o f  the managers fe l t  their 

aoQlal needs sa tls faotlon  to be high eh lle  f e l t  the sa^e to be low.

Sixty three per cent o f  the enterprise heads, ^2̂  o f  the production heads 

and y?^ot the sa les heads e^ressed  their s o d a l  needs satisfaetio ii to be 

high, while 379̂  o t  the enterprise heads, 5^  o f  the produetten heads and 

6̂  o f  the sales heada f e l t  the need sa tis fa ction  to be lov* Of the nanagera 

tsdio expressed their need satia factlon  to be high, beXoaged to the o a t^  

gory o f  enterprise heads, 30  ̂ to the oategory o f  produoUon heads and 26^
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to th« cateflsry o f  salaa heads* Of thm Banasers «1m f « l t  the aatlafaetioii 

o f  khair naada fa r  a f f i l ia t io n  to be low, 23Pf belonged to the oategary o f  

entexi>ri8a heada, 7̂% to tha category o f  production heada and to the 

oatogory o f  aalea heada* Thust entarprlaa haada f ^ t  the notd a a tls - 

faotloa  mere than tha other he«dsy beoauaa their poaltlon in  the entarpriaa 

enablea thea to hare oloae eontaot «dth corporation and aonal authorities 

as well aa «Lth aanaBera and QSQ>loyeea tdthin the enterprise*

(D) Budget ■otivation and eateen needs (reoogn ition  by su p erio r).

In the hierarehy o f  basic needs* the nead fo r  aateea ooaea a fter the 

a f fi l ia t io n  need* Theae needs are also terned as e g o is t ic  needa. Accord

ing to Shillinglaw, "budfet nuriancea are uaeftal inputs to at lea st three 

separate but in terrelated  types o f  qppraiaali

(1 ) Self-egppraiaal by lowe r  fflanagesent to id en tify  the need for  action 

programa and to guide the response*

(2) Subordinate q ipralsa l, by hig|iar BanageB^nt to evaluate the perfor

mance o f  subordinate executlTes, and

(3) A ctiv ity  appraisal, by higher Maaageaent to evaluate the perfor

mance o f  varioua con^ny activities'**^^

Self-Rppraisal ie  oonneotcd vdth achieveaent Botivatlon (discussed 

in  the neat sectloa) while subordinate appraisal la  conc«med with the 

reoognition aotlv«tion  o f  the subordinate* The la t te r  belonga to the 

*esteen froa others* need grotqp* Subordinate sppraieal aay be used fo r  

granting financial rewarda and imposing penalties* Beoogaitlon for  budget 

perforaance aay ooae froa  boss as nail as froo  peers or s ta ff*  la  a hierar-

65* Ck>rdon Shillinglaw, o p .c it* , p* 15?*
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cfaical organisatioiit i t  la  the reoognitlon froa th« boss which i s  Talued* 

Sooognitlon nay t«k« th« pooitive  forn o f  prgdLae or the neg«tlT« form o f  

oritlolM i* FairouraUlo budget varianoee may be the basifi for  praise while 

negative or unfavourable vaiiancGO may be the basis for oritlaistt« Vhere 

the princip le  o f  manageaemt l>y excoption i s  emphaslsedt there i s  a teodescy 

to p i i^ i n t  unfavourable variances while favourable ones are ignored* "The 

syeten ia  therefore e tron ^ y  td.aaed towards e r it ic is a  for  in su ffie i«a t  per- 

iOrstanoe, and even unfounded oriticlsiii, rather ^ a n  towards pos itive  reoog- 

notion '*/^

The e f fe c t  o f  reoognition by superior nay not be lastiBg* Heyert 

Kay and French state on the basis o f  a study that although ”e r it ic is a  has

a negative e ffe c t  on achievMient o f  0Sals, praise has l i t t l e  e ffe c t  one «ay
67o t  another.** The sane i s  ooxroborated by Henberg et*al* e3g^eriaents« 

wherein i t  i s  shown that "the g o o d  fee lin gs oaused by p os itive  recognition 

o r e  generally quickly gene and re la tiv e ly  le s s  enduring than gsod feslifigfl 

o a u s e d  by a l l  other factors (the s a a s t  in cid en ta lly , holds true for the 1»ad 

feelin gs beoause o f  lack  o f  recognition)"*^^ Thus« reoognition by superior 

h a s  a short-run positive  ss  v e i l  a s  negative aotivation*

In the case o f  enterprise managers under B.J.M.C. the follow ing qttes- 

tlons were Sidced to aseertoin the estsnt o f  their reoognition need sa tis fa o - 

tiLont

(a ) "'So what extent the achieveneBt o f  budget target i s  reoognised” *

66« G.E. Hofstede, op .c it««  p«
67. H.H. Meyer, E. Kay and J.S.P* ft-ench, J r . ,  S p lit Itoloe in  Perforasnoe

Appraisal, Harwurd Bus^ess Eoview. 19^5* 1* 123*129 quoted by 
Bofstede, , p* ^2.

68.  K. Heraberg e t .a l . ,  1959t P -7 2  quoted by O .H . Hbfstsde, o p . c i t . , p « 6 2 .
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(b) **Tb what vxt^nt the achlevoaent o f  budget target remXta In reooiAen- 

datiOB o f  naaes for  Prosldeatial A««rd and Cartifloataa'**

Xn putting theae quest!ona, we considered the naed fo r  recognition by 

superior only.
• , >

Kanagera* repliaa to the query regarding th* raoogDition for  aehieYa-
*

Dent o f  Imdget target were aa tmd^i

Table Ro. 8.5

The extent o f  reoogaltion seed aatlafaotton  o f
the aianagara*

1
Reoognition } 

by auperlor |
f

Type o f^ -v .^ ^  J 
m am gers

High

--------1-----------------------
1•
•

1 Low
t
•*

^ -----------------------------------------------
*
1

! ib ta l1
1
tt

iiaterpriae Head 9 (*»7) 10 (53) 19 ( 100)

Production Head 5 (26) (7*>) 19 ( 100)

Seilea Head 5 ( 26) 1^ (7*») 19 ( 100)

Ibtal 1 19 (33) 38 (67) 57 ( 100)

(FlCttX'ea in  braeketa ore row-pereentageB)

From ihe abovet i t  i s  evident that 6?^ o f  the aanagera esqpreaaed leve l 

o f  aatiafaotion regarding the naed for  reoognition while 59  ̂ o f  thea 

«ag?reaaed a high degree o f  aatisfaotion* Forty aeran per oeat a f  the 

enterpriae heada, 269̂  aaoh o f  the pxoductloa haada and aalea heada indi

cated their recognition naed sa tis fa ction  to be high* while 39  ̂ o f  the 

enterpriae heada and 7^  «aoh o f  the production and aales heads perceived

Dhaka University Institutional Repository



231

tlie n«ed sa tis fa ction  to be low* Of th« nanagtrs who lndloat«4 high n«ed 

satle faction , ^  beloftg«d to the category o f  enterpriae heada and ^  

each to th« oat«0» r j  o f  prodoetloa heads and sa les heads. Of th« managers 

vho s tre sse d  need sa tis faction  to be lov , a&i belonged to the category o f  

eaterprise heads and 7796 each to the category o f  prodaotlon heads and sa les  

heads* As usual* the enteyprise heads f e l t  the need sa tisfaction  mosty 

followed by the production and sa les heads* I t  seens tli«t reoogaitioa fo r  

budget achieT«Bent i s  not enjoyed by the a a jority  o f  the naaagers*

H«nag«r*s rep lies  to i|uery regardlas recognition in  the form o f  reeo* 

mzQendation o f  naaes for  awards and ce r t if lca te e , are tabulated belowi

Tatae Ho. 8A

The extent o f  r e co f^ t io n  for  adiieTeaent o f  budget in  the 
fortt o f  awards end co rt lfie a te s  as peroelTed by the sanagers.

RecogidtioD in  the 
form o f  awards 

».,^^^and ce r t if ica te s

Type o f  
managers

1 . 1 1
! :
i a t ^  1

! i t
(

1 I 1 1 
: 1 
! Low •r ♦ 
1 ; 

1 •

Tbtal

Knterprise Bead 5 ( 26) 1<̂ ( 7k) 19 ( 100)

Protttction Head 3 <lfi) 16 ( 8i») 19 ( 100)

Sales Head 2 ( 11 ) 17 (09) 19 ( 100)

(Figures in  braclsets are row-pereentages)

Fro* the above table* i t  ±a clear that o f  the nanagers in ter

viewed fe lt  that their names were l ik e ly  to be recooiBeaded for  Presid«iitlal 

Awards and C ertifica tes as a r e o o ^ t io n  o f  their acbieT«Ment o f  budget
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targ«t vhlltt 8^  o f  then f v l t  the p o s a l ld l lt ;  o f  the m b« to be low*

T»enty adx p«r e«nt o f  the entexprlso heads^ o f  the |>rodttetlon heads 

and 11  ̂ o f  the sales heads perceived high poasltA Iit? o f  reoomaeadation 

while 7 ^  o f  the enteiprls* h«ade« 8^  o f  the produetlcHi heads aftd 899$ 

o f  the sales heads perceived the p o o o iU llty  to bs din. rroa the above 

i t  can be said that the poseiUJLlty o f  Eranting rewards in  reoognition o f  

budget perforaaaoe i s  very liiolted*

(E) Budget wetivatton and aelf-ssteem  needs ( aehievqaent).

3ucoeGsAil budget perforKonce I s  lik e ly  to aeet the need for  aohieve- 

ment, o la ss ified  by Haalow as a  for  self-esteem . Heraberg also ahowed

achievMient eituation to be the single aost poweKfttl group o f  motivating 

d tu ation s for the In tarv ievaeo.^  Bedget reports show the aetoal perfor

mance against the standards embodied in the budget* These reporte also 

bring to lia e llg h t  the favourable or imfavonrable v a x la n e e s  in  the opera

t io n ^  area o f  the Manager. Tlds ^ v e s  the bndgetee an opportonity fo r  

appraisal and to derive a faoLing o f  aohieveaent or otherwise* 

Knowledge o f  perforaance, aooojTdIng to Awnone, i s  l ik e ly  to have the 

foU oiin g  oonsequeAoest

'^Knowledge a f perforaaaoe a ffe c ts  rate o f  learning and lev e l 

reached by learning*

Knowledge o f  perfOraanoe a ffeots  t a o t i v a t i o a * The aoat coamon e ffe c ts  o f  

knoidedge o f  perforaanoe i s  to increase Motivation*

69* F. Harsbwrgi e t*a l.»  op*oit* , 1999t P* 72*
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Th« Bore a p to lflo  the knowledge o f  pcrforaanea* the m»r« rapid 

ln^roTMieat and tho higher th« le v e l o f  perforeanoee

The longer the delay in  giving knowledge o f  perforaance, the le s s  

e ffe c t  the given perforaance haa*

When knowledge o f  perfomanoe i s  deereased, perfonuuice dropa.**^^

71Leavitt and Mueller fbund that zero feedback im aecoapanied by 

low confidence and h oa tility  wfallo free feedback i s  aoeoapanied by h t ^  

confidence and aM ty. Thus lade o f  knowledge regarding performance 

resu lts adveraely a ffe cts  not only perfomanoe but a ls» morale*

Managers were askedt "Tb what extent you are sa t is fie d  with the 

knowledge o f  your success in  a ^ e «L n g  budget targets".

A ll the re^>oadents reported that they were sa tis fied  idth the know

ledge o f  their suocess in  achle«ing budget targets* But they pointed out 

that they could have th is sa tie faoticn  oecaaionally in  respect o f  n few 

budget targets. A majority o f  them stated that the budget tar#ets were 

oet at such a le v e l that they f e l t  the same to be unattainable (Table ^•2)< 

The used for  achievement i s  cdso linked up with the level o f  aspira*

tion.

Level o f  aspiration i s  o f  great ioportanoe fo r  aehievement motiva

tion through budgets* Level o f  aspiration has been defined by Frank aist 

**the lev e l o f  future perfomanoe In a fam iliar taidc which an individual 

knowing his le v e l o f  past perfomanoe in  that taidc, e a p lic lt ly  undertakes

70* R.B* Ammons, "E ffects o f  Kno«aedge o f  Perfomance, A Survey and
Tentative Theoretiosl InfonaaUon", Journal o f  Qea^rsl P sych icgy , 
Vol,5*t, I956f PP« 283-290, (£lq?hasls appears in  the o r lg ia a l}.

71* R*J. Lf>avitt and R.A.H. Maeller, Some B ffeots o f  Feedback on 
Commuideation, Homan Relationg. Vol. 1951» PP*
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t o  r«ach**» I t  ««y  b« dsaoribed aa *go«l that wh«a juat baraly aehlered, 

baa aasoelatsd «ltli I t  w b ja ctive  feallnga o f  auoocsat when aot aohltTed, 

□ubJeetiTc fa«lin gs o f  follure"*^^ Tfaas tha l a r ^  o f  aspiration la  a 

subjaotlT* borderline bstweoa perfozvaaee d«aaad pradoodxiantl? duooeasftil 

a n d  parfornaae* d««aM prodosLaantly lutattooaasfal i

**Tha exporlBoatto ahow that th« fea lla g  o f  auceeas and fa ilu ra  dooa

not dopsnd on an abaoluto la v « l o f  achi«Teaeat* What fo r  on* peraon naans

oQocaaa nMUiB fa il* ra  for  anothar p«raon« and avou to the aane peraon the

sane aehierenent w ill lead  asnetlBiaa to the fee lin g  o f  failttre and aone*

tiaoa to the feelin g  o f  aueceas* What counta ia  the le^«3. o f  aohievenent

ralatlTe to certain atandarda, in  pnrtioular to the le r e l  o f  aefira tion

(goal lin e )I  i f  the aohieveaeat U ea on or above the goal l in e , the a«b-

je c t  a i l l  probably have a f e e in g  o f  aueoeaai i f  i t  l i « a  belo« the goal

lin e  he a i l l  probably fe e l failure^ dfpnding on the aiae o f  thia d i f fe r -
7ketiae and the eaae with iriiloh the aehieveaent has been reaohed",'

QoiQ. diaorepanoy i* e « , lev e l o f  aspiration ninBa paat perfom m oe 

and attainment diaerepnney i«e « t  lo v e l o f  aetnal new perfoiaanoe alniis 

leve l o f  aaplration, are tha two in ^ rta n t  ■aaflnres in  the leve l o f  Aspi

ration Thesry*^^ The f o m e r l s  genorally associated with high oetivatloa  

a n d  good perfomanoe iM le  the fco lin g s  o f  euocess and fa ilu re  tend to be 

pod .tlve ly  aaaodated with the la tter*

72* J.D. Prank, »IndlTldttal Dlfferencea ia  Certain Aapects o f  the 
LeviO. o f  Aq;>lration", Anerican Journal o f  Payehologr, Vol, k7f 
1935* p. 119.

73, K. Lewin, T. Deabo, L, Paetlneer and Pauline Sears, "Level o f  
Aspiration J.H. Hunt (ed * ), Personality and the Behavior Dlaer- 
dera, Wol,1, K .T., The Donald Press Coapany, 19H, pp, 333-378.

7k, Ibid , pp. 37V375.
73. a.H. Bofatede, op «e it» , p« 63*

72
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Child and Whiting suanarice th «ir findings regarding aisdratLon 

leve l into £Lra oonolusloiiat

"(a ) Sueoasa f«aaraXly leado to a rai^ng o f  the 1«t«1 o f  aspiration, 

and fa ilu re  to a lowering.

( b )  The stronger the s u e c e s e  the greater i s  the probftbility o f  a 

r ise  in  leTdL o f  a^pirationi the stronger the fa&lnre^ the greater i s  

the probability  o f  a lowering.

(o ) Shifts in  levti. o f  aa^piration are in  part a fUnetien o f  ohanges 

in  the su b ject 's  eonfideaoe in  h ie a td lity  to attain goals.

(d) S ffeets o f  fa ilu re  on le v e l o f  aspiration are oore varied than 

those o f  sttooess.

(e ) 7ailure i s  nore l ik e ly  then suecsss to lead to withdrawal in
nc

the fo m  o f  avoidance o f  settin g  a le v e l o f  aspiration” . '  Lippit and 

Bradford etatcd that people wlio esqperienoe fa ilttres t«nd toi

1.  Loas in terest in  woziCt 

2« Lower their standards o f  aehieveaentt 

3* Loss eonfi denes in  thensilvest 

Gdve up q[uiokly9

5. fear any new tgsk and rettiee  *to try new aethods or accept 
new Jobs',

6. Expect fa ilu re ,

7* Bsoaps froB fa ilu re  by day dreasing,

8. Increase their d i f f ic u lty  in  woz^ng with others.

76.  J .L . Child and J.W.M. Whiting, ’Deterndnants o f  Lev^ o f  Aspiratlonf 
EUdenoe from Everyday l i f e ” in  R. Brand (e d .) ,  The Study o f  Persona
l i t y ,  New York, John Wiley and soasf In c ., 195^* pp. 1*>5-15S.
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9* Develop a %e&d«noy to blone othara, to be o v e r -o r it io ^  o f  
others ' work, to got in to  troiiU e with oth«r ooiiloy***.^

Chrle Argyrls reported that supervisors ej^erienciBg fa llu r*  sho««d the9« 

charaeteri8t ic e ,

The attainBMBt dlacrepancido in  th« previoua ta«k, cultural and 

grottp faetors ae well aa personaXity factors influenee th« le v « l o f  

ac^ratiOB. ‘

79Stedrj  ̂ carried out laboratory expariacnta to test  the o ffa ct  o f  

«aqai.eit budgets on le v e l o f  a^splration. In his eiq>erim«Btt student 

Qubjeets wer« divided into 3 x 4  fa c to r ia l« aIlo«litg  eomblnatlons o f  

the follow ing conditioBst

a) No aspiration lev e l ^ eetiozu

b) A i^ ra tion  Isvel question before budget atatoMSt* 

e) Aspiration leval qusotlon a ft« r  budget statement*
, I

A) Lo« Budget ( attained 69!̂  o f  the tiMo)»

B) MediUB Budget (attainod 595̂  o f  the tine)*

C) High Budget (attained 39^ o f  the tim e).

D) Iiqplioit Budget (goals not stated to subject be fore)•

77. Ronald Lippit and X.. Br«dford, "Employee Suooess in  Work aroupa’*t 
Feraonnel AdwLnistration. Dooeabsr 4, 1945* pp* 6-10.
C. Argyris, "Hunan Probloms fllth Budgef't Harvard Bualnass Review«1953i

78. C, Argyris (1953)# o p .d t .
79* A.C* Stedry, o p .o it .
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I l̂e c39«rlB«nt re « ilt«d  la  the foUowLag d«ter«liiationt

” How0V«rt therv i s  a strong ln t«x«etlon  e f fe c t  between budgets and 

the A i^ ra tion  leve l deterataation grottpiag. nie group o f  high budget 

Bubjeots who received their budgets p rior  to setting  their a s fira ti»n  

lev e ls  perfonied better than any ether group, whereas the *hi^* budget 

group who eet their asplratioaa before reeelving the budget were the lowest 

perforaers o f  Aaj group***®®

From Stedry's reaultSt Hofstede oondluded thati

"(a ) Foraulatiag an e^qtlioit leve l o f  aepiration does influence perfor

mance* I t  appears that foraalisation  o f  the 'le v e l  o f  aopiratioa* procedure 

helps people who otherwLse would not have done i t  for  theaselves to set an 

aspiration lev e l and eonsequently perform b e tt^ «

(b) The Inilttenoe o f  the fonsal budget l e v d  on perforaanee Is  condi

tioned by the way in  which people set their aspiration levels*
8l(o ) Only the high budgets were better than the tmknown budgets***

89Becker fc Qrsea also highlighted the relationship  between aapiration le v e l 

and pe zforaance*

Ilofstede tested the e f fe c t  o f  budget le v e ls  on perfox«anoe* Hie findiage 

revealed that In ease o f  very loose  budget, the budgetee sets h is  aspiration 

le v d  below the budget lev e l and his actual perforaanoe ooin ddee with the 

aeplratlon level* As the budget le v e l i s  tightsned, the budgetee adapts h is

80. Ibid, pp. 89- 90*
81* G.H* Bofstede, o p .d t . ,  p*
82* S.W. Becker and D. Green, J r . ,  o p .c it* , in  WilUan J* Bruas «e lo a  T. 

DeCoster (e d s .) ,  op*oit*, pp« 335-338*
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aspiration keeping in  idev the tight budget* As a resu lt h is aapira*

Hon lev e l i s  pushed up and his psrfonianoe also iiQ>roT«s« As the budget 

i s  further tightened up, b is  aspiration leTel i s  further geared up, but 

Ids perfoniaaoe shows a downward trsnd. When the budget i s  veiy tigh t, 

i t  has • depressing s f fe o t  on both aeopiratlon Isve l and perfomanoe* Vhsn 

the budgetss views the budget as iaQ>o«flible, he ceases to  set aspiration 

le v s l and his perforaance further deteriorates. Thus, the aspii’atlon lev e l 

influences peffom aaee and i s  also influenced by the latter*

Although BD attaapt «as Bade in  this study to meaaure the aopiratlon 

le v ^  o f  aanagers, i t  appears that a a a ^ r ity  o f  the aeaagers lieved budget 

SPals as unattainable (Table Ro« k^2)% Tbis night have aiffectsd their 

aspiration lev e l and perforaanoe*

(F) Budicet Botivatlon and egoietio  needs.

Autoaoay need b^ongs to the category o f  eg o is tic  needs* I t  i s  defined

as "the degree to which a person uithin an organisatloaal syetea i s  able to
84a ffe c t  his own actions and eavironaeat” * Autonoay fo r  aanagerial persons 

i s  defined with reference to the followlngt

a) authority connect^ idth their aasageosnt p os ition ,

b) opportunity fo r  independent thought and aetion in  their aaaageaent 

pos ition s ,

c> opportunity for  participation  in  setting goals for  their naaageaent 

position s, and

83. G*H* Hofstede* o p . d t . ,  pp« 14 8 .1 ^ .
ib id . ,  p. 13.
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d) opportunity for  taOEiag part in  th« dotom iiiatlon « f  n th od s and 

proeeduroB ttffeetlag th« work ooimooted «tth  thalr aaitag«i«at poaltlozu^^

Tho abov ĉ olMients o f  oporatloaaa emioflony aro based on aouai prln -

cip loa  o f  Banageeant* Tha f i r s t  olcmaat rd.atlAg to autliorlty la  baaed

on tha managaaant dlctva that authority and rai3fponalU.llty mtat b« so- 
86extanaiva* The aaaagar nho la  oada raaponalbla for  budget parfomanoat 

sliould poaaaas adequata authority to  aaforea tha budget* Tha aaoond ala- 

ment o f  opamtionail autonoay reilataa to tha opportunity that a aanagar 

has to act in  hie own aay idthout too auoh intarfaranea and doidnatioa*

This viaa la  appoaita to th« oonvantiottal b a lla f that subordlnataa* baha- 

vlour, Ilka a aeehattioiO. da«lee« can ba wholly pregr«iB«d and pradatandnad 

by aoaaona alaa* Tfaia asohanlBtle baU af haa Ita  root in  tha oaaagailal 

pfaLloaophy axpoundad by r.w. Taylor. Thia vlaw o f  aanagaaant has baaa 

deEignated by McGragor as *thaory l ^ e  phUoaophy baa baooae ebao-

lata  bad a naa phlleaephy o f  Raaageneat ksoaa as *Tliaory haa coaa to

replaea it*

Tha third and fourth alEaants o f  oparatioaal autoooay, tha opportu

n ity  for participation  la  goal*sotting and tha opportunity fo r  datandaa- 

tion o f  aathoda and prooaduraa oonnaoted «dth thair aaaagasant poaLtlon, 

are alao tha fand«»aatal alaaants o f  partieipative aaaagtaaat* la  tha 

budget oontaict, tha re la  o f  participation  and i t s  i^ a e t  on aaaagara* 

accaptanoa and uaa o f  budgets have baen diaouased I d Chaiptar-VI.

85,  L.w, Portar, ’’iJob Attitudee in  Hanagaaaat, I . ParoalTad D aficiaa-
eiea ia  Kaad ft» lflla «n t as a FlmcUon o f  Job Laval", Journal, o f  
Appliad PayeholoCT» V o l.^ t  No«6, DaotfBbary 1967, p* 376. ^

86. 9.H, Newaan* Tha Admialstrativa Action, London, Sir Zaaao Pitaan 
fc Soaa L td ., 1965* P* 171«

8? , Douglaa McOragort o p .o lt* , 3>33«
88, Ib id , pp.
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K an « g« ra* f » r  autonoay o a n  be sa tla iled  by providing then

adequate authority to enforoe the budget and by glvlaig them opportunity 

fo r  independent thought and notloQ vhlle  eorhing fo r  the achieywent o f  

budget targets*

In this connection aanagers o f  enterpriaee under B.J.M.C* were 

asked the foU oidng queettonat

(a) **Tb what extent you enjoy the authority to enforce the budget*"

(b) **To what extent you can act independently while woridng for  the 

aohieveaent o f  budget targets, **

Replies o f  the nanagers to the query regarding the extent o f  autho

r ity  to in force  the budget were aa underi

Table No. 8 .5  

The extent o f  antbority enjoyed by the nanageM.

P^duotioin Read 6 (32)

Sales Head 5 ( 2̂ )

15 (68) 

i7h)

19 ( 100) 

19 ( 100)

Ibtel t 20 (35) 37 (65) 57 (100)

(Fl|$«res in  brackets are re»-percentagea)
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Thirty fiv e  par cent o f  the managers Interviewed fe l t  that they enjoy

ed & high leve l o f  authority to enforce the budget while 6^  o f them f e l t  

that they had a lew lexe l o f  authority to enforce the ludget« Forty seven 

per cent o f  the enterprise heads, 3^  o f the production heads and 26Si$ o f  

the sa les heads f e l t  that they had a high leve l o f  authority while 53iS o f 

the enterprise heads, o f  the production heads and o f the sales heads 

f e l t  that they enjoyed a lew leve l o f  authority^

H o lie s  o f  the managers to the question re latin g  to independence 

o f  action were bib follows*

Table No. 8,6 

The extent o f  independence enjoyed by the managers.

Production Head 6 (32)

Sales Head 5 ( 26)

13 ( 68) 

i?'*)

19 ( 100) 

19 ( 100)

Total : 19 (33) 38 (67) 57 (100)

(]Pi|pires in  brackets are row-percentages)

Thirty three per cent o f  the managers interviewed f e l t  that they 

enjoyed a high degree o f  independence while worktng for  the aohieveaent 

o f  budget targets, while 67% o f  them f e l t  that they enjoyed a low degree 

o f independence. Forty two per cent o f the enterprise heads, 32  ̂ o f  the
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production hsada and 26̂  o f  the aolcs heads fe l t  that they enjoyed a high 

degree o f  independence while 5̂ 96 o f  the enterprise heads, 68^ o f  the produo- 

tlon heads and 7 ^  o f  the sales heade f e l t  that they had a low degree o f  

independence while working for the achieyemcnt o f  budget targets.

From the abore two tables, I t  may be said that the manaser*' auto

nomy need sa tisfaction  waa at a low le re l*  Enterprise heais enjoyed the 

autonomy need sa tis faction  Bost« followed by the production and sales heads.

(G) Budicet uotivatton and se lf-a ctu a liea tion  need.

S elf-actualisation  need stands at the top o f  the need hierarchy in  the 

Hasltiv's model. S e lf actualisatLon need re fers  to the need for  s e l f » f u l f i l -  

nsent. This need eabraces the opportunity for  rea lis in g  one 's own potentia l

it y , for  continued self<HleTelopnient and fo r  b<?ing crea tire . Managers' a o lf -  

actualisation need can also be sa t is fie d  through the budget.

Managers' extent o f  s e l f  actualisation nsed sa tis fa ction  were sought 

to be meaBured by asking them the follow ing questions:

(a) "To what extent the achievement o f budget targets glvBa you an oppor

tunity to deaonstrate your technical competence, operational e ff id e n o y  and 

organisational loyalty*'.

(b) **To what extent you can be craative while iprking fo r  the achiere- 

ment o f  budget targets".

Kanagers* rep lies  to query regarding s ^ f- fu lfi lm e n t  were as follo\?si
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Table Ko. 8,7

The extent o f  a e lf - fo l f l la e n t  as enjoyed by the managers.

Extent o f  B e lf-fiilfilB en t 
that la  the opportunity 

to deiBonatrate technical 
coBpetenoe, operational 
e ffic ien cy  and orga
nisational loya lty High

Type o f  
mtmagers

Low Total

:::nterprl8e Head 

Production Head 

Sales Head

7 (37) 

5 ( 26) 

4 ( 21)

12 (63) 

1if (7^) 

15 (79)

19 ( 100) 

19 ( 100) 

19 ( 100)

Ttotal I 16 ( 28) 41 (?a) 57 ( 100)

(Figures in  brackets ore roT»-pfroentag*«)

Twenty eight per cant o f  the managers interviewed f e l t  that they had 

a M.ch degree o f opportunity to detsonstrate their technical 00Bpetence« 

operational e ffic ien cy  and organisational loy a lty  that i s  se lf- fU lflla e n t  

through the achievement o f  budget targets while 72?fi o f  them f e l t  that 

they enjoyed a low leve l o f  opportunity. Thirty seren per o«nt o f  the 

enterprise headsf 26ĵ  o f  the prodiction heads and 2196 o f  the sales heads 

f e l t  a high degree o f  se lf-fu lfilm en t while 6y6 o f  the entexprise headsi 

7̂  o f  the production heads and 795̂  o f  the sales heads f e l t  a low degree 

o f  se lf-fu lfilm en t.

Managers' rep lies  to the question regarding opportunity to be creativn 

were as follows :
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Table No. 8.8

The «xtent o f  opportunity to be creative while working for 
the aehleTenent o f  budget targets as enjoyed by the managers.

zkk

1
Opportunity to |

^ ^ e  creative |
1• High Low

ff11
1I Total

Type o f  1 
managers !

«11
a

Enterprise Head 7 (37) 12 (63) 19 ( 100)

rroductlon Head 7 (37) 12 (63) 19 ( 100)

i^ales Head 5 ( 26) 1*f (74) 19 ( 100)

Itotal 1 19 (33) 30 (67) 57 ( 100)

(Figures in  brackets are row-percentages)

From the abOTe table i t  i s  clear that 33>> o f the nanagera interrieved 

f e l t  that they had a high degree o f  opportunity to be creatlTe while 

working for  the aehieTement o f  budget targets but 67% o f  them fe l t  that 

they enjoyed a low l e v d  o f  opportunity to be creative. Thirty seyen 

per ca it each o f  the enterprise and production heads and o f  the sales 

headG reported a high level o f  opporttujlty to be craative ^ l e  6yC each 

o f  the entexTp*^** heads and production heads and 7 ^  o t the sales heads 

fo l t  that they enjoyed a low level o f  opportunity to be creative.

From the above tables, i t  can be concluded that the dsgree o f  s e l f  

actualisation need sa tis fa ction  I s  at a low level* A majority o f  the 

monagerB fe lt  a low level o f  self-aotuallB aU on need sa tis fa ction .
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The budget process and I t s  product -  the budget can oontxlbute to 

the OiotiTatlon o f  the aanagers* Budgets can be used to sa tis fy  the basic 

needs o f  th« managers and thereby con raotlTate them, A frustration o f  

basic needs can block the forces o f  isotivation «ith in  the managers*

Although a majority o f  the managers reported a low l e r ^  o f  motiTation« 

a substantial number C9) o f  taterprise heads reported high lootiration, 

ii^terprise he^ds* l e r d  o f  motiration seem to be inflnenceA by the le r e l 

o f  authority, status and recognition enjoyed by them.

8*3 Budget Hotiration and Acceptanoe and Use o f  BudRsts*

Budget motiration i s  l ik e ly  to influence the acceptance and use o f  

budgets by managers. Managers idio are highly notirated afe lik e ly  to accept 

and uoe the budgets more than those whose le r e l  o f  ootira tion  i s  lover.

The fo llo idng  table shows the re lation  between budget motiration and accep

tance o f  budgetsi

Table No. 8.10

The relationship between budget motiration cuid the 
acceptance o f  budgets by laanagers.

Low

Total I 20

32

37

39

57

I sign ifican t at 
; .001 le r e l .
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Cn the basis o f  th« extent o f  basic needs sa tis fa ction  o f  the 

managers interviewed, they were c la ss ifie d  as highly motlTated aanagdre 

and poorly motiTated managers* QL^ily motlTated managers were those who 

perceived high leve l o f  basic needs sa tis fa ction  while poorly motirat«d 

managers were those »ho peroeiTed a low l«T e l o f  basic needs aatisfaction* 

Tha position o f  the managers accordins to this d a s s if ic a t io n  can be 

shown as under:

Table No. 8,9 

The extent o f  budget motiration o f  the managars.

Budget 1 
"^ \ ^ tiv a tion  |

1
Type o f  ! 
managers

High

- ■ \ ...................... 1
1•
• Low t 
( t
1

1----------------------------- ■"

Total

liiiterprise Head 9 C'*?) 10 ( 53) 19 (100)

Production Head 6 (J2) 13 ( 68) 19 (100)

Sales Head 5 ( 26) (7^) 19 (100)

Total I 20 ( 35) 37 ( 65) 57 (100)

(Fig\ires in brackets are row-percentages)

Thirty fiv e  per cent o f  the managers interviewed peroeiT«d a h i^  

budget motivation while 655̂  o f  them perceiYed a low budget motivations 

Forty seren per cent o f  the enterijrise heads, 325̂  o f  khe production headc 

and 263̂  o f  the sales heads percalved high motiration while o t  the 

entorprise heads, o f  the production heads and 7 ^  o f  the sales heads 

reported low motivation.
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The budget process and I to  product -  the budget can oontilbute to

the nsotlTatlon o f  the nanagera. Budgets can be used to eatlafy  the basic
I

needs o f  the nanagara and thereby con notlTate them, A fm fttratlon o f  

basic ne«da can block the forces o f  ootlvation «ith in  the managers*

Although a majority o f  the managers reported a low lev e l o f  motivation, 

a substantial number Cf) o f  Enterprise heads reported high tnotivation. 

i&torprise heads' leve l o f  motivation seem to be influenced by the lev e l 

o f  aMthority, status snd recognition enjoyed by them*

8.5 Budget Motivation and Acceptance and Pae o f  Budgets.

Budget motivation ia  lik e ly  to influence the acceptance and use o f  

budgets by managers* Hanagera «^o ore highly motivated a f«  lik e ly  to accept 

and uoe the budgets more than those whose le v e l o f  motivation i s  lover*

?he A llow ing table shows the re lation  between budget motivation and accep

tance o f  budgets:

Table No* 8.10

The r^ationoh ip  between budget motivation and the 
acceptance o f  budgets by managers*

~  - - - - - - - - - - - - - - r  -  ,
Budget 1 

“̂ ^ lo t iv a tio n  '
'  High

A 0 c cp t ai^e'"'--~^I 
o f  budgets

r  -  "“1

Low

r  -  i  

Total

1

o f  eigniflcanc-^

High 13 5 18 1 
Low 7 32 39

I Chi-square «  15
Signi^cant at 
*001 le v e l.

Total J 20 37 57
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Of the 57 unAgcre in t«rv le«*d , 13 manag«ps (23EIS) p«roeiv«(J high b«dg*t 

motivation and high aeoopt«ne«, while 32 nanagera ( 56?6) p«pceiy*d low 

budget BotiTation and low aooeptaaoe. But saven managers Cl2a£) paroeivad 

high budget notiTatiou but they reported low aocaptanca o f  budgeta and 

fiv e  managars ( 9̂ ) F«port«d low budget Botiv«tion but high aocoptanca o f  

budgets,

A sign ifican t relationship was found to exist between budget notlTa- 

tion o f  managers and their aecofptance o f  budgets (Chi-squaT'e « 15i S ig n ifi

cant at ,001 le T e l).

Budget motlTation o f  aanagers is  also l ik s ly  to a ffoo t  the use o f  

budgets by managers. Highly motivated managers are lik e ly  to use budgets 

more then the mftnagars who peroeive low budget notiTatlon. In other wordst 

there i s  lik e ly  to be a olose r^ ation sh ip  between budget motivation and 

budget Use* The follow ing table shows the r e la t io n ^ p  between budget moti

vation and budgat nset

Table No, 8 ,11

The rfllatiottship between budget motivation and budget
use o f  managers.

Budget ! 
‘^^Jotivation  ;

; Htgli
Budget :
Use

1 !
f • » Low t

1 i
Tbtal Level o f  sign ificanoe

High 14 5 19 Chi-square -  18.3

Low 6 52 38 Significant at .001 
le v e l.

Totaiii 20 37 57 1
[
■— - ------ —.............. .............
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Of th« 57 nanagers interviewed, mawgera (25lS) pero«d.Ted high 

budget BOtlTatlon and reported b i ^  use o f  budgets while 32 managers (^6^) 

perceiTod low budget motlTation and their use o f  budget was also low. Six 

managers ( 11^) perceived high budget motivation but their use o f  budget 

was low while fiv e  omnAgers (d^) reported low budget motivation but high 

budget use.

There was a sign ifican t relationeblp between the budget motlvatioa 

and use o f  budgets by the managers (Chi-square «  18«3, S ignifioant at .001

le v e l) .

The disouasionsin th is chapter suggest that managers oan be motivated 

p os itive ly  ar negatively by budgets aecordinglj as they sa tis fy  or frustrate 

thexr basic needs. These basic needs include physiologica l needs, security 

needs, socia l needs, ego needs and s e lf  actualisation needs. The budget 

syctens as practised by B.J.M.C. and the enterprises under i t  provide l i t t l e  

scope for  the satis faction  o f  these needs. As a resu lt , 39^ o f  the managers 

interviewed perceived high budget motivation while 6%  o f  them perceived 

low budget motivation.

The data also suggest that managers who perceived high budget motiva

tion were high acceptors and high users o f  budgets while those perceiving 

low budget motivation were lAv^acveptora and low users o f  badgets.

In the next chapter, we take up acme personal charaoteristics o f the 

managers and examine their .influence on acceptance and use o f  budgets.
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CHAPT13R -  K

PERSONAL CHARACrmSTICS OF MaNAQERS

9.1 PeraoPal eh araotw istlcs .

Paraonol «haraot«riatiest namely, ag0, « 3qperi«Bo*, •duoational back- 

{p̂ ou&d and budgat tralnlns o f  the managare and their Influanoa on tha 

aeceptanee and ua* o f  budgata are diseuaeed in thla chapter,

Paraonal oharaoterlatloa aueh aa age, axparlanoe, aduoationail back

ground and budget training nay in fluence tha acceptance and uaa o f  budgata# 

Hofsteda^ and, Stedry and fCund that a budgetae'a reaction to a budget

fsystem ia  detamined by hi a age. Stedry and Kay  ̂ alao found that older 

men vere nore lik e ly  to aea d i f f ic u lt  goal a aa iiqpoaaibla. km a reault 

llofsteda found that the older people in  the planta atudled tended to 

report more preaaure*

£]q>erience i . e .  length o f  service may be an important fa ctor  in 

the acceptance and uae o f  budgeta. Hanagera having lea s  experience are 

lik e ly  to accept and uae budgeta more than the experienced onea* The la t te r

i o  lik e ly  to «se  their paat experiettce aa a {^ide to their actiona.

Kdncational atatna o f  managers ia  lik e ly  to have an influence on the 

acceptance and uae o f  budgeta* A*H«A« Rahim  ̂ found educational atatna

1 . Q.H. Hofatede, o p .c l t . ,  p« 2?^.
2, A,C. Stedry and B, Kay, The Effecta o f  Goal D ifficu lty  on Performance,

Publication BRS-19 by Behavioral Beaeafch Service, Qeneral E lectric 
Company, Crotonvile, N .I ., 196^,

and • The E ffects o f  Ck>al D ifficu lty  on Perfornance,
A F id d  Experiment, publication o f  Sloan School o f  Meoiagement, MIT, 
Cambridge, Naaa, 196^«

3* IW d,
a.R. Hcfstede, o p .c it* , p« 275*
A«K«A* Rahim, op «o it» , p« 39^*
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o f  th« managers as one o f  th« factors eo&tritMting to the use o f  budgetary 

in foroatlon , Hofateda^ also found that aduoatiettia and hiararehloal l«v e l 

o f  budgataaa i s  eorralatad to budgat raXevanoe and to budget attltuda*
7

Frank Colllna reported that Increaaed age, tenure and atatua o f  

or;;ani8atlon nenbera did not oorrelate vith increased budgetary req>on- 

siveneaa* Tfans evidenoea both for  sad against these iraTiables are found* 

relationahlp o f  these variables « lth  the aeeeptaace and use o f  budgets 

by nanagera o f  enterprises under B.J.M.C.ls ejtplored in  the next section .

9*2 jj£e.

Managers can be grouped according to their age as underi

Table No, 9*1

The distribution  o f  ■anagers according to thair age*

-----------------------r
Age Groups I 

»
Qsterprise

Head

"T------------------- r
1 Production {
; Head ;• t Sales Head

»1
*t Totia

31 -  ^5 (Tear) 11 <58) 16 m ) 17 (89) hk ( 77)

i|6 -  60 8 (%2) 3 ( 16) 2 ( 11 ) 13 (23)

Total t 19 ( 100) 19 ( 100) 19 ( 100) ?7 (100)

(Figures in  brackets are colunin pereentages)

The abore table allows that 77^ o f  the ■anagers in t e n d ewed f e l l  in
A

the age group between 31 sbA yeara while Z% o f  thea belonged to the

a g o  group o f  ^  years and above* F ifty  d gh t per cent o f  the « it«rp r iss

6* Q*B* Hofstsdst op*cit*t p* 276*
7* Frank Collinst op*cit* , p« 330*
8* Qroiqping «lth  break a^ ags « o s  dons so th«t reqtdslte  nuaber o f

Bcflq>les fa l l  in each c e l l  for  ohi-square test*
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heads, 8^̂  o f  the production heads and ®93t o f  the sales Heads f d l  In 

the age groiip o f  31 -  45 years while o f  the enterprise heads, ifiSifi o f  

the production heads and 11^ o f  the sales heads were in  the age group o f  

^  years and abore*

The relationship between age groups o f  managers and their acceptance 

o f  budgets la  as under:

Table No* 9 ,2

The relationship between the age groups o f  managers 
and their acceptance o f  budgets.

Age Groups (

Budget 
acceptance'

31 -  I ^  years 
years { and above j Total Level o f  Eriignificance

High 13 ( 30) 5 ( 38) 18 ( 32)

Low 31 ( 70) 8 ( 62) 39 ( 68)
Chi-square = *36
Not sign ifican t at 
.05  le v e l.

Total : H  ( 100) 13 ( 100) 57 ( 100)

(Figtires in  brackets are ooltann percentages)

From the above table i t  i s  clear that 30  ̂ o f  the managers b^ongii^g 

to the age group 31 -  ^5 were high acceptors o f  budgets while the rest 

( 7056) belonging to the same age group were low acceptors. Thirty eight 

por cent o f  the managers belonging to the age group k6 and above were high 

acceptors while the rest ( 63f) belonging to the same age group were low 

acceptors*

There was no sign ifican t relationship between the age groups o f  

managers and their acceptance o f budgets (Chi-square = ,36 , not sign ifican t 

at ,05 le v e l) .
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follow ing taU.« shows the rttLationelilp botwMn the ag« gronpa 

o f  amagwm and thalr us* o f  budgetet

TmhLt No* 9*3

The relationship botweffii the age groupe o f  
and their use o f  budgets.

\ A g t  Qreups

Bu«get\. 
use -

31 -  ^5 
years

"1----------------•

J W years 
1 and above
1

1 ■
1If
1 Total 
1

I>ev<A o f  SigBifloanoe

High (32) 5 ( 38) 19 (33) Chi-sq|iiare « *20
Low 30 ( 68) 8 ( 62) 38 (67) Not s ign ifica n t at *05 

level*
1b ta ll H  ( 100) 13 ( 100) 57 ( 100)

(Ilgarea in brackets are coIuoq percentages)

The above table shows that JKSS o f  the aanagers belonging to the age 

0roiq;>8 31 -  5̂ years were high nsera i ^ l e  the rest (6d9i£) were lev  users* 

Thirty eight per o«nt o f  the aanasers fa llin g  in  the age group o f  k6 years 

and above were high users while 62̂  belonging to the saae age gr«ttp were

loQ ucers*

miere was no sign ifican t rd.ationefaip between the aga gronpa o f  

fflantigers and their use o f  budgets (ChL-square -  *20, not s ign lfloan t at 

, 0  ̂ l e v e l )•
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9* 5 £ g ? c r ln c « .

Managers' experl«&o« that i s  length o f  aerviee ia  the industry wms

m  und«ri

Table No* 9»k 

The expeDienoe o f  the maaagerst

H^orience
(years)

• • 
1 Q iterprise | 
• Head «■ I

-----------------------r -
Productioa I 

Bead ;a
Sales
Bead itotal

1 - 1 0 2 ( 11) 1 (5) 7 (37) 10 ( i 8)

1 1 - 2 0 8 (42) 13 (69) 9 (^7) 30 (53)

2 1 - 3 0 9 (47) 5 (26) 3 ( 16) 17 (29)

Ibtal 1 19 ( 100) 19 ( 100) 19 ( 100) 57 ( 100)

( n ^ e s  in  brsekets are coliiam percentages)

The above table shova that o f  the managers interviewed had a 

length o f  service rangiag between 1 to 10 yearsi had a length o f  

oervloe ranging between 11 to 20 i^ars and f « U  in  the group o f  21 

to y> yearsa

On an average, aaSagers had a l^ igth  o f  serv ice  o f  l6*73 yasTs.

The average length o f  aerviee o f  «itexi)rlae heads* production heads aAd 

aaleiJ heads w%s 19* l 8 17«61 years and 13*J9 years re^ eotiv e ly *

Qiterprise heads were acre eaparlsnced than the protkiction and sales heade» 

Borring four enterprise heads* d l l  sere promoted to thed-r present p o r t io n s  

a fter the nationalination o f  the Industry in  1972. Although they had a 

conaideraU.a length o f  aervicet thdir length o f  serv ice  in  the present 

poaition was 6*21 ysArs on an avf>rago. ]j2nterpriae, production and sa les
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boads* av«rag« length o f  « « r v io 0 In  th e ir  pr«sent p os it ion  m b 7.1^ 7«A rs, 

6*26 y a r »  and 5*25 jw m  r#op*otlvely* I t  l o  •<*idant that Baaagaro had 

moved up through promo tlona from ju n ior p oa ltlon e  In the Induatry.

Bj^erlenoa that is  the laa;^th o f  eertice  may h*v« an Influence on 

the aco^tanee and uae o f  budlieta by managera* The follei& ng taULe Bho«« 

the r«lationahlp between the ei^erlence o f  Bsaagera and their aocegptonee 

o f  budgeta I

TaW.e No, 9 ,5

The relatlonahlp between the eii^erienee o f  Managers 
a&d their aeoeptance o f  budgeta*

i:^erienoe

Budget 
aoceptanee'

1 - 1 0 1 1 - 2 0

Mgh

Low
5 ( 30) 7 ( 23) 6 (3 5 )  18 (32) chi-.quare -  2.63

5 ( 50) 23 (77) 11 ( 65) 39 ( 68); Wot d g n ifica n t
__________________________________________ ! at .05  le v e l.

Ttotal I 10 ( 100) 30 <100) 17 (100) 57 (1OO0I- ■ ----------  - - ......... ..................................e
(Figures in  braokets are oolunn pereentages)

The above table shows that 5QPf o f  the nanagers having expezlenoe 

between 1 to 10 years were high soceptors while the rest (50^) o f  the saae 

esperience group were low aoooptors* While 23^ o f  the BaBagers having 

estperience between 11 to 20 years m ro  high aeceptors and Uie rest ( 77^) 

o f  the saae experience group were low aoe^tors* And 35^ o f  the Managers 

having experience ranging between 21 to 30 yaars were high aoceptors and 

6^  o f  the sane group were lew acceptors*
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Ther* was no slgu iflca iit relationship batvcen th« S39«ri«iee o f  

niaitfigerB and their aeeeptMO* o f  bud^ta (CM-equare ■ 2*63, not e lg tilfl ' 

cent ttt .05 lev e l) •

The folioidttg table ehowa the relationship between the escperlenoe 

o f  laanagers and their use o f  budgetei

VabLe Ho, 9,6

The rolatloajBhip between the eiq>erl«iQe o f  oaaagere 
and the use o f  budget.

B]^erlenoe 
fyeare)

Budget 
u se

I
-  50 i ‘Sotal I LeT<a o f  S ig id fi-

\ canoe 
fft 
I

--------------------------------------------

Mgh 5 ( 50) 8 (27) 6 (35) 19 (53) | ctaL-e<iuare -  1.89

Low 5 ( 50) 22 (73) 11 ( 65) 38 (67) ; Hot sign ifican t
* at .05  leT e l,

3tetal» 10 (100) 30 (100) 17 ( l O O )  57 ( 1OO)

(Ilgitrea In bracketa are colusis pereentagea)

The above table ahowa that 50^ o f  the madtagera having experiMoe 

ranging letween 1 to 10 years wero high users and the rest  (509$) having 

the some experience were low users* While ^  o f  the managers having 

oxpcrienee ranging between 11 to 20 Toars were high users and the rest 

belonglAg to the sane expezienoe ^oap  were low users* And 351̂  ^he 

sonagers having eiq>erienoe between 21 to 30 years were high users and the 

rest ( 63 )̂ having the same experieace were low users*
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Th«r« waa no eiga ifican t rolationBhlp b«tve«& th« eiqpvrlwiG* o f  

managers and tk «ir  uaa o f  budgets (Chi^sqttare • 1. 89, not a ignlfleant at 

.03  le v e l ) .

From the above tables i t  la  also clear that managers idio are less  

o^erienoed a c c ^ t  and use budgets more than the eiqperienoed ones* The 

nonagers «ho i s  to taokle ^ e «  job  i s  l ik e ly  to use the oontrol too ls  

o ffc fa d  to him. The manage i^o baa been In the Job fo r  twenty years or  

laore I s  lik e ly  to fee l that the figures cannot t e l l  him ouch beyond vhat 

he already knows*

9*^ Educational qu a lifica tion *

Educational qualifica tion  o f  managers «aa as undert

Table No, 9.7  

The educational qoa lifioa tion  o f  khe managers.

li^cational leve l t ^ terpx iae
i Head 
t .

t
; Production 
; Read

{ S&lea
! Head

ft
J •Sotti

M atriculatioV
Secondary 2 ( 11 ) 2 ( 11) 3 (16) 7 (12)

Intenaediatt^ 
lUgher Secondary 6 (31) 9 ( W 8 (42) 25 ('fO)

Gradiate 9 i^ 7) 7 (37) 7 (37) 23 (*»0)

l̂ £i£3ters 2 ( 11) 1 (5) 1 (5 ) ( 8)

!lbtal t 19 ( 100) 19 ( 100) 19 ( 100) 57 ( 100)

(Figures in  brackets are column percentages)
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Of th« managers intervi«w«dt 19  ̂ vera Batrioulatea or seoondary 

o o rt illca ta  holdera, ^  read upto int«rmediato or higher saeondary la v e l, 

^0̂  were graduates oMd oaly  89> were nttsters degree holdera*

Cf the enter]in«e heada« 11  ̂ read upto matrlotilfttion or soeottdary 

le v e l, 519̂  were inteniedlate or higher aeoondary le v e l e e rt ifie a te  boldars, 

kZi were graduates and iljg war a oaetor degree holdars*

Of the produotioa heads, 11  ̂ read upto natxloulation or aeoondary 

le v e l, were in tem ediate or higher aeoondary o e r t if le a te  holdars,

37  ̂ were graduates and only obtednod aastere degree.

Cf the salaa haada, l6fi ware m atrlculatioa or aeoondary a ertifiea te  

holders, k23̂  read upto Inteniediata or higber aeoondary le v e l, y7% wera 

graduates and only %  obtadned Basters degree*

Fbr fa c ilita t in g  analytfLa, we oan o lasa ify  the vanagsrs as under:

Table tto* 9*8 

The eduoatioaal lev e l o f  the Banagera*

--------------------------------- ------------------------- -̂-------------------------------------

Educational leve l ( ^ terp ria e
1 Head

1 Production 
{ Head

: Salaa 
j Head

1

} Total

Uudergraduatea 8 < k2) 11 (58) 11 (58) 50 (55)

Qraduatea and above 11 ($ 8) 8 a z ) 8 (kz) 27 ( W

Total 1 19 ( 100) 19 ( 100) 19 ( 100) 57 ( 100)

(Fignrea in  braokats are oolunn percentages)
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The above table aho«a that 55  ̂ o f  th« oaaagara in tervl««ad  vers 

undergraduates vAiile o f  then were graduates and aiaoter degrea holdsrs* 

Forty t«o per eeat o f  the entarprlee heads and 589̂  each o f  the production 

hoads and aales heads w«re imdergraduates* f i f t y  sight per oent o f  the 

cntcrpriss hsads and kS9i saoh o f  the prothictlon hsada and sales hsads 

were cither graduates or aastsr dsgree holders.

Of ths entsrprise hsads, 12 {6^6) had Dlploaa in  Jute Technology 

i^iile 10 ( 53^) production heads kXaa had the diploaa*

Edueatioaal qu a lifica tion  o f  oanagers Hay a ffs c t  the acceptance o f  

budgets. Ths follow ing table shorn ths relationship betTAsn the education

al qu a lifica tion  o f  aanagers and th e ir  acceptanos o f  budgetat

Table No. 9.9

The extent o f  relationdiip  betvesn the eduea^oaal qu a lifica - 
tion  o f  aanagers and tiislr aocoptaaos o f  ludgeta.

Qdueational 
.Q oalifi cation

Budget 
acceptance

Under-
gradiutte draduats ! Total • Level o f  s ig n if i -

cancs

High

Lov

7 (23) 11 (41) 18 (32) I chl-aquare -  1.98

23 (77) 16 (59) 39 ( 68) i Hot s ign ifican t at
__________________________________ ; *05 le v e l.

Tbtsl I 3 0 ( 100) 2 7 ( 100) 57 ( 100) j

(Figures in  brackets are column percentages)
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Froa the abovs tabl« I t  i s  eyldeat that aoceptano* l« v « l  o t  lMdg«t 

o f  23P̂  o f  the undergradnate luwagere «a« high vfalla the r «s t  o f  the* (773() 

ohowed a low le r e l o f  budget aoe«ptanee» Of the graduato nanagorsy kigi 

iiere high aeoeptora while the rest (59^) vore low aeoeptors o f  budget.

Tbere wa« b o  aignifloant relationship b«twe«n the e4noation^ 

q oa liflca tion  o f  Baaagera and their aooeptanoe o f  budgets (Chi-square « 

1. 98, not sign ifioan t at .05 1 «t«1 ) .

Bdueational ^ a l i f io a t io n s  o f  managers itay also influsnoe their 

uae o f  budgets* The following table ^ w s  the relationship bstwesn the 

odttoational q[aalifioations o f  Banagere and their use o f  budgetst

Tamo No. 9.10

The relatieneM p between the educational (lUAlifleation 
o f  Managers and th e ir  use o f  budgets.

lidiioatioBal 
'^ a lif io a t io n

Budget
uoe

} Under-
i graduates
t

1

; Graduates 
•
1
I

t

! Tbtal 
1
1

Lerel o f  S ig n ifi-  
eanoe

High 7 ( 23) 12 ikk) 19 (33) Chi-square «  2.84
23 ( 77) 15 ( 56) 38 (67) Not edgsLlioant 

at .05 le v e l.
V ottli 30 ( 100) 27 ( 100) 57 ( 100)

1
(figu res in  braokets are ooltnn percentagas)

Dhaka University Institutional Repository



260

FtcM th« aboTe tabla I t  oan b«> sees that 23̂  o f  th« uadargraduataa 

were high uatra o f  budgata «fall« the r*at ( 77^) ««re low uaara. Whlla 

o f  tha graduate managara ware high usera and 569̂  o f  thaa ware low 

users,

Thera was no aignlflcaiit relationship between the educational quali

fica t io n  o f  oanagera and their use o f  budgets (Chi-square > 2. 8^( not 

s ign ifican t at .05 lev e l)*

FroB the above dlacuasion, i t  can be said that aanagers* age, experi

ence and adueational background do not a ffe ct  their acceptance and use o f 

budgets. Tbis may be due to organioational type and the environmental 

circumstances in  which they oparato. 1!he resu lt i s  in  lin e  with the find

ings o f  frank Collins.^

9*5 Training in budget.

Hanagera* except one enterprise head, were generalists as such they 

srere not well conversant with the techniques and bamefits o f  budgeting. 

Managers who have training in  budget are likely, to be awnre o f  the tech

niques and benefits o f  budgeting and are lik e ly  to a c c ^ t  and use budgets 

nx)re than thoae who have no such training.

Eighteen nanagers ( 33 )̂ nanoly, ten anterpriae heads, fiv e  produc

tion heads and three sales heads reported that they had training in  budget. 

The rest o f  the nanagers had no training in  budget.

Managers* training in  budget io  l ik e ly  to in fluence their acc«ptanee 

o f  budgets. Table 9.11 shows a s ign ifica n t relationship between Managers*

9. Frank Collina, o p .c i t . , p. 330*
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troliilng In budget and their aoeeptanee o f  bndgets (Chl-aquara «  20.27, 

slgn ifioant at .001 In other words, nanfigare who had traialaff

in  budget accepted budgets nore than those idio had no training in  badget*
»

Tabla R6« 9*11

The relationship betwoon managers* training in  badget 
and their aeoeptal&ee o f  budgets*

Training in  
budget

Bud(;0t 
acceptanoe

Managers 
having 
training 
in  budget

1 -----------------

• Managers 
I having no 
I traiidng 
j in  budget

LsTel o f  sign lflcanoe

High

Low

Total 1

13

5

18

5

3k

18

39

39 37

Chi-square • 20*27
Signlfioaat « t  .001 
le r e l .

S in ilarly , there was a elgnifiotm t relationship between the Banagera* 

training in  badget and their use o f  budgets* Table No* 9*12 shows a sign i

fican t relatiottahlp between aanagers* training In budget and their use o f  

budgets (Chl-sqnere ■ 17*89, sign ifiean t at *001 le r e l)*  In other words, 

managers having training in  budget were aostly  high users while those 

without traiidng were mostly low users*
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Table No. 9*12

The rslationehlp b«t«««n naaagers* tredning in  budget 
and th « ir  use o f  budgete.

---------------------------1; Managers j
’ having no ^
' tradaing i
• in  budget {

TradLalng in  
budget Managers 

having 
training 
in  budget

J .

lV>taX , Lerel o f  algalficanoe

t

Total I

13

5

18

6

33

19

38
Cbi-square > 17*89
Significant at *001 
level*

39 57

CVom the above diaousslons, i t  can be conolttded that managers* trainiag 

in  budget does have a sign ifioant influence on their aoeeptauee and use 

o f  budgets*

Froa the discusslotts in  this chapter and on the bssla o f  the 

analysis o f  the data i t  can be said that the Managers* aoeeptance and 

use o f  budgets were not influenoed by such personal eh«r act e r is t ic s  as age* 

experience and educational background. But the personal eharaeteristict 

naffleXy* training in  budget influenoed their aoceptaace and use o f budgets 

a L f^ fica n tly , This supports the finding o f  Rahlo*^^

In the concluding chapter «• present the summary and conclusions 

o f  this research*

10, A.M.A. Rahim, ep .c it*«  p* 392*
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CHAPTER .  X 

SVKHABY and OQNCLUSIORS

10* 1 SMUDary.

Badgat 0W9B i t s  orig in  to OovanuBflut in it ia t lT e , I ts  origiaal vP€ 

vftfi to »0rr»  as a plan o f  reo«lptB and payBants o f  a gOTornlrant fo r  a 

particu lar pariod, UBually a year. Subsaquantly i t  tum«d out to b« an 

infltruMtfit o f  eooaoBle planning* llie usa o f  budgets in  businoas antar- 

prisas i s  a tvantiath century phenomenon. Budgets noe occupy a key 

position  in the planning and oontrol sjrstea o f  the enterprises* Private 

firtts took the in lt ia t lT e  in  the use o f  budgets as an aid to aanageaent. 

Public seetor undertakings are increasingly adopting the technique as an 

edd to e ff id e n o y  in  their operations. Budgets now play a v ita l ro le  in  

the BanegeBflDt o f  public aeotor and private sector undertakings* There 

has been extensive w it in g s  on the subject in  the context o f  private 

Doctor undertakings* But there has so far been l i t t l e  atudy o f  the d i f f o -  

rent aspects o f  budgeting in  public sector onterprises outside the Uni ted 

States o f  Aaerica and the Onited KlngdoB*

Budgets are the inportant managoBent tools* They aid aanageaent not 

on ly  in  planning but alao in  o o n tr d t  coordLnationt cOBmunication, evalu»- 

tlon  o f  perforBance and notivatlon* Gonteaporary l i t e r a ta r e  deals e ith  

these aspects o f  budgets* Budgets are inoniauite things and are brought 

to l i f e  through Banagerial aoo^ tanoe and use. The e f f « c t iv e  eidstence 

o f  budgets as a too l o f  Banagement i s  dependent on sanagers and other 

organisation  participants* Budgets a f fe c t  and are e ffe c te d  by hu*an 

behaviour* Managers' budget acceptance and use may be viewed as the 

tw> dlBonfiions o f  such behaviour* The problea o f  Imdget acceptance and 

uce i s  rendered d i f f i c u l t  by such behavioural im p lica tion s .

3
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The OoTeraBant o f  th« Pettplo'a Sepubllo o f  Bangladei^ nationalised 

the najor industriea and foraed a aufflber o f  oorporatione to control and 

nonage then. The induatrles are beset with nagging protlttBa o f  oapaoity 

underutiliaatlon, lo «  productivity, high coat o f  production, waatage 

and liq u id ity . These have led  to poor perfomanoe o f  the nationaliaed 

induatrles* Budget as a tool o f  man»gen«nt has caught the attention o f  

manageaent practition ers, aoadeiolc scholara and researchers. The govern- 

Qent also realised the ii^iortanoe o f  budget and introduced the sa«e through 

statutory provisions. I t  c4>pears that the value o f  faudgat as a tool o f  

DanagMient has not been properly understood by the aanagers o f  the nationa* 

U sed industries. They seen to have l i t t l e  psychological eoninitBent to 

budgets and as such do not accept then as their o«n. Lack o f  acceptance 

has as a natural corolla ry  a ffected  the managerial use o f  budgets*

The study investigated the ffianagers' aeceptanoe and use o f  budgets 

as a tool o f  manag<iiient and attoa^ted to id en tify  the patterns o f  aanager-* 

ia l  acceptance and use o f  budgets* I t  sou ^ t to explore the relationship 

between the acceptance and use o f  budgets on the one hand and the relatlon*- 

fMp between these and the variables lik e  budget ch aracteristics , p a r t ic i

pation, budget activation , ka»4Ledge regarding the purposes o f  preparing 

the budget and personal charaAtaristics l ik e  age, experience, educational 

background and budget training o f  the aaaagers on the other.

Budget charaotetlsties included in  the study were f le x ib i l i t y ,  a tta l-  

n ob ility , tinelin ess and follow-up* F le x ib ility  re fe rs  to the extent to 

which the budgets are saenable to changes in  business conditions as reported 

by the nanagera. F le x ib ility  inoraaaes the effectlveneBs o f  budgets as a
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tool o f  aaaagMient. Flcxtblo badgeta oan Beet th« r«qvlr«Beat« o f  

dynaalc buaincaa oonditlona. fixed  twdgots, on the other hand aot aa 

str«lt ja ck «ta .

A ttainability danetaa th« extant to which th» badgat goala ara 

attalnabla aa parcel vad by the managera. Budget goal a nay range froffl 

very looae and aaaily attainable to Tary tight and unattainable. EaeLly 

attainable goals preaent no challenge to nanagera and thereforet have no 

Qotlvatiottal e f fe c t . Very tigh t and unattainable goeO.B, on the other 

band, reault In negative feelings* **Tlght but attaixiable" goals aeen to 

repreaent the ideal poaltion .

TLnelineas i s  ooncemed «11^  the obaarTasoe o f  a tine aohedule 

regardiag the preparation and Issue Of budget guidelinest preparation o f  

budgetSf budget discuasion and fln allaation , approval# preparation o f  

budget reporta and revlev o f  perforttance*

FoUoa-up repreaenta the action phase* This i s  concerned aith the 

iinpleaentatlon o f  corrective action on the batfLa o f  budget reports.

Participation aeeka to bring about not only taak*dnvolveBent but also 

ego-ln«olv«aent. leihtfi the ego la  thua in ’volved* the ItolfllBeBt o f  task and 

Qoals May be regarded by the conoemed aanager as being important to hie 

aelf-aateea. Participation  in  budget re fers  to the extent o f  iniPolveBent 

o f  managers in  preparation a f  budget and setting  o f  tndget ip s ls . P arti- 

cipation in  the budget preceae i s  lik e ly  to resu lt in  better budget stan

dards and better coBOunication. I t  i s  also l ik e ly  to reduce the probabi

l i t y  o f  dysfunctional behaviour vhich the aanagera reaort to in  case » f  

no&*^artiolpative budgets and to motivate them to eork fo r  the fu lftla en t 

o f  budget standards. The views o f  Andrew Stedry to the e ffe c t  that wthe
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ausuBptlOB that participation  l o  universally good, although unsupportad 

by hard avldaaca, haa baooaa a cult**^, !•  aharad by a idiiority* Aocord- 

ing to a a jorlty  opinion thare are oYar rid ing  paychologioal oonaidera* 

tiona in  favour o f  budget participation*

Budget notiration  re fers  to the strength o f  baole needs sa tis fa ction  

aB reported by a aanager m rktas under the budget syettfi* I t  indicates 

the foroe within a nanager to take actions necessary for  the attainaent 

o f  budget standards. Budgets nay notiTate Mattagera pesitiT ely  or nega- 

t iv e ly , by d.ther sa tis fy in g  or  frustrating their basic naeds*^ The basic 

needs o f  a budgetee are not d i f f o r « i t  from those o f  other people* In 

evaluating the basic neoda o f  the badgeteea« Naslo«*s hiararohy o f  basic 

needs has been taken into oonslderation, lAareia physiolsglcal* socia l 

and paychologioal or ego neods oome in  ascending order*

Budgets may be prepared for  a nuaber o f  purposes* In the context 

o f  the corporation and enterprisss under i t ,  a l i s t  o f  posaible pujepsses 

fo r  idiich the budgets are prepared has been fraved on the basis o f  re le 

vant statutes, ru les, corporation d irectives and interviews with oorpora<> 

tlon o f f i c ia ls  and p ilo t  study oonducted at the entarpxlse level p rior  to 

the framing o f  the questionnQireQ* Maoagers* extent o f  agreesent or d is -  

Qgreesent dLth the purposes revealed their knowledge a b ility  or otherwise 

regarding the purposes*

Persanal characterlsties lik e  ags, experience, educational back

ground and budget training o f  nacogers were also taken up and th «lr  re la 

tionship with acc^tanoe and use o f  budgets explored*

1* Personal cowsuni cation to Robert N. Anthony* Quoted by R»N* Anthony 
in  Planning and Control Systen, Division o f  Kesearch, Graduate School 
o f  BuiAnese Adainistration, Harvard nniversity , Boston, 1965, p**»9*

2* Q*R* Hofstede, op*oit*, p* 73*
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The atttdy was eondactad la  nliMt««n conpoaite jn t«  B ills  undar the 

Bangladash Jut« HUls Corporation* Thase B il ls  had narrow loons produdag 

heeslsB and saokiiig, and broad looms producing oarpst baokiag eloth . 

the** B illa  are located in d ifferen t parts o f  the country and are under 

the administrative Jurisdiction o f  d ifferen t sonal o ffic e s*  We oolleoted  

the necessary data through personal intertiew s o f  the sao^le Managers 

using qtteetionnalre&« Two sets o f questionnaire were framed -  one set 

\sae tfsed fo r  IntarTlewl&g the enterprise heads, production heads and sa les 

hesdst And the other was used to interview the accounts heads. The neaanre- 

QGOt o f  the TarlaU.es was done on the basis o f  previous research  studies 

and current litera tu re  « The parts relating to participation  and budget 

motivation were used and validated in  the previous research studies. Rbo" 

ponses o f  managers were recorded on a five -p o in t Likert Scale*

The enterprises are to wox4c within the d irectives  issued by the 

M inistries and the corporation* The entexprises are the productive units 

and are responsilBle fo r  the production o f  fin ished goods according to the 

target set by the corporation* They follow  integrated accounting system 

(I .A .S .)  which integrate financial accounting and oost accounting. They 

practise n«dther process costing nor standard costing*

The enterprises InLUate the preparation o f  budgets on the re «« ip t 

o f  budget guidelines from the corporation. Budget guidelines contain 

particu lars regarding production volume* budgeted loomsy iwmber o f  working 

days and sh ifts  to be operated, e ffic ien cy  per loom per hour, batch compo- 

o ltlon  for d ifferen t types o f  products, sale p rice  o f  fln isbed goods, con

sumption rate o f  raw Jute and other matexials, overtime, festiv a l expenses 

and wastage percentage. Snterprlaes are not con ^ lted  in  preparing budget

Dhaka University Institutional Repository



268

gttldellM s. The aoeouats departments o f  the enteifprlBea prepare budgets 

on the ba«ls o f  budget guidelines, past cost reoorda and in foination  

stqi>lJ:ied to thea by the heads o f  th« departventa*

Th« budgets thus prepared at the enterprise le r e l  are discussed 

and fin a lised  at a me«tiag o f  the Bnditet Committee constituted by the 

oorporation* The Committee i s  usually headsd by a Director o f  the corpo- 

ration and senior o f f i c ia l s  o f  the corporation aot as members* The 

a ^ o r  Deputy Chief Aecountaat/Dqputy Chief Accountant (Caat sad Budget) 

acts as member-aecretary. Senior o f f i c ia l s  o f the zonal o f f i c e s  are also 

included in  the oommittee* Discussion and fin a lisa tion  meetings are held 

at d ifferen t aones accordiag to a p re -d rou la ted  time schedule* i!nter- 

prises are represented by the enterprise heads snd the accounts heads at 

such meetings. The committee does not have enough time to go through the 

d eta ils  and concentrates on the salient aspects o f  the ludgets* The 

opinions o f  the enterprise management are not given due lBQ)ortanee at 

such meetings* After discussion and fin a lisa tio n , the budgets are placed 

before the Board o f  D irectors o f  the eorporfttlon for  fin a l approval* Tha 

^proved budgets lure then sent to the enterprises fo r  i^pleaentatlon*

The process o f  approval takes time and egpproved Ixidgets reach the «a ter- 

prises three or four months a fter  the eonmeacement o f  the teidget period*

The absence o f  adequate involvement o f  enterprise maamgement in  the 

budget process seem to hinder the a ffe c t iv e  use o f  budgets* The absence 

o f  reaard for the achievMtent o f  budget targets or punishment fo r  non- 

nohievement thereof also a ffe c ts  the motivation o f  manag«rs* The absence 

o f  a budget manual specifying the Uffle-table and procedure to be followed 

in  the budget prooeas hinders e ffeo tiv e  budgeting. Budget reports prepa

red fo r  corporation and aonal o f f ic e s  do not analyse vmriances* Budget
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reporta for IntcraaX ue« ar« rarely  prepared. Thus th« budget procedure 

seems to be at fattlt.

The f lr e t  hypotheiAa la  thlo study was that the aooeptanee aad use 

o f bndgets by managers o f  the enterprises are at a low le v e l. The d«t« 

collected  supported th is hypothosts. Of the 57 mai»gers interviewed, only 

18 otanagers reported high aoceptonoe and 19 managers reported high use o f  

btidgete, the reisainder reported lov  acceptiuiee aad low use o f  budgets* 

Acceptance and use patterns did not vary d g n lflo a n t ly  from one category 

o f  sana|r«rs to another. This ie  due to the prevalence o f  an unfavourftble 

orgGjiisatioiial climate and low dependence on budget as a nanageaent tool* 

This Can also be explained in  terms o f  organisational soc ia lisa tion  prooesd 

vMch requires the organisation aembers to abide by the values« norms and

oiqpeoted behaviour prevalent sLthin the organiaation.

Hie second hypothemis that managers* a ttitudes towards budget oharac- 

t e r is t ic s  o f  f le x ib i l i t y i  a tta la ab illty t tim eliness and follow-up in fluence 

the acceptance and use o f  budgets waa supported by the data* The finding 

supports the resu lts o f  study conducted by Simon et sl*^ As to the in d i

vidual eharaoterlstio*, the findings o f  the study were as follow s!

(a) Managers who perceived the budgets as fLexible accepted and used 

thaa more than those who viewed them os in flex ilA e* This i s  in  lin e  with 

the current thought in  managMient oontrel*

(b) Managers who f e l t  that tiaeU ness i e  ebswrved in  the tedget process 

were high aeoeptors and bigh users* Managers who f e l t  that timeli&ess i s

3r. Simon et a l, e p .c i t .t  p. 2 *̂
4. B. Koonts, Management Control -  A Suggested Formulation o f  Princlp los 

in  Robert J . Mookler (e d .) ,  Headings in  Management Control, New Tork, 
Appleton-Century-Crofts, 1970« P*
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not obe«rred in  th« budget proceB£< on the other hand vere low aoccptors 

and low users*

(c )  Managers ifro perosiTed foUon-tq} to be regular belonged to the 

group o f  high aeoeptors and h i ^  users* while the Kanagers who perceived 

the fo}Iow-up to be irregtdar nere low aoeeptore and low users* This 

supports the findings o f  fiahlB*^

(d) Managers who viewed the budget gosls as attslnable accepted and 

used budgets nore than those viewed thea as unattainable* This finding 

corroborates the ea rlier  findings o f  Dunbar*^ RofstedSt^ and Kenis*^

The third hypothesis that managers' per cel Ted budget participation  

iniluenoe their acoeptanoe and use o f  budgets was supported by the data*
Q 10Tills vindicateB the findings Of Ken Milaidt Hofstsdsi Ssarfoa* and 

Honcxka*^^ Isnetin Kenis^^ and I^anlc C o l l i n s * T h e  fin d in cs also suppor

ted the Tiew that Banagers who perceivs high participation  In the budget 

process are high aeoeptors and high users and those who perceive low 

pGrticii>ation arc low aoeeptore and low users* It  was also found that 

managers with senior ranks peroeivod high participation*

The fourth hypothesis in  th is  study wast "managers* knowledge retar

ding the purposes o f  preparing the budgets tsnds to a f fe c t  the acceptance 

and use o f  budgets.” The data aupported the hypo thesis that managers' 

knowledge regarding the purposes o f  preparing budgets a ffe c t  the acceptance

5* A.M.&* Rahim, op*oit*
6* K.I.*M. DunbaTt op*cit*
7* Q.R* Hofstede* op*elt.
8* Izsetin  Kenls, op*cit*
9* Ken Hilanl, op .o it*
10, 0*H* Hofste4e« o p .d t*
1-U D.G* Searfoss and S.M* Moncska* ep*cit* 
12* Issetin  Keais, op*cit*
13* FTsnk C ollins, op .cit*
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emd use o f  budgets* In other wordst managers who had kxtovledg* r«gardlAg 

the purpoava o f  preparing the budgets were high acceptor* and high uaers* 

Wfall* the Banagera ha'd&g no kQOVled^e ragardl&g the purpoaas ware lew 

aeceptora and low uaera.

nie f i f t h  hjrpothaalB wast **notivatlon la  the budgat systea tanda to 

Influe&oe the aecaptanoe and uee o f  hudgata* Managera vriio are highly 

cx>tlTated are lik e ly  to rank hlgb In reapact o f  aecaptanoe and uaa o f  

budgets^ Managera idiose lewel o f  motivation la  low tend to be lew accep* 

tova and low uaera o f  tadget*** ^ a  data aupported the hypothaals. Hana* 

gere aho had high budgat matlTation gave preof o f  h l ^  aoccptanee and 

high uaa o f  bodgeta, while nanagers who had low budgat notlvatlon wara 

lov  aeceptora and low uaera a f  budgets*

The la a t hypothaalB In this study waa that ■anagera* peraonal eharac- 

to r i s t ie s  lik e  age« asqperlence* educational background and budget training 

o f f  act the acceptance and uaa o f  budgets* Tlta data abo«ad no slgn lfloan t 

rdationah ip  between the peraonal characterlatios lik e  age, expezianca 

and educational backgraund o f  Banagara and their acceptance atnd use e f  

budgata* In other werdat aaoaptanoa and uaa o f  budgeta were net affaeted 

by aga, e3q>erienee and eduoatlonaL qualifieationa e f  naAagera* I t  «aa 

becanaa adharenee to budgets w ill not ineraaae wlto Inereaaed aga, a^qt^rl- 

enca and educational baekgreimd, as moat peepla tend aLthar to accede to 

organlaatlonal noras, values and axpactad behaviour during in it ia l  enooito> 

ters er leave the organlaation*^^ Our asnpla aanagera sees to have adjust

ed theBsalvea with the prevalUng organiaational conditions as s c ^ a  o f  

their leaving the organlaatlon I s  U n i ted* But budget tra ilin g  waa found

Frank ColUas, ep*clt* , p* 327*
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to ln flu«no« the aeeaptanos and uae o f  badgtta by Banasers. Moat o f  th« 

nanagera war* non-ooaBarca graduataa, aa aucii thay vara not la ltia ta d  

in to budgeting -  i t a  purpoaa and signlfieanoa and tharafora* did not rea lisa  

i t a  iqportanoa* Ihia affaotad thalr aeoaptanca and uaa o f  budgata* On tha 

othar handf nanagara «)io undarvant training in  budgat raaliaad it a  ia p or- 

taneo and wara high aoc«ptors and high uaara o f  budgata* Thia aupporta 

tha flndinga o f  Rahia.'*^

With thia b r ia f racapittilation o f  tha findiaga la t  ua now proeaad 

to diaeuaa aona iop lieation a  and dlraetiona fo r  futura raaaaroh in  tha 

ooncluding aaotion o f  thia thesis*

10.2 lirolioatiooa.

Tha findings o f  th is atady auggast that tha aoceptanoa and naa o f  

budgeta by nanagera are not the resu lt o f  any one fa o tor  or  tvo faetorst 

but the ooobined product o f  the in teraction  o f  many fa ctors . All these 

faotora ahould be attended to fo r  inorassing the acoeptanee and uae o f  

budgeta by nanagara.

KLgh aeo^tanoe and hig^ use o f  budgets can be induead by ensuring 

lAidget f le z ib il it y «  attainaM .lity, tLnelineaSf foU o«-«P i budget p a r t ic i

pation, budget BotiTation and by providing knowledge regardLag the purpaaas 

o f  budgeta throu^ foraal and in foraal budget train ing. Low acoeptanoe and 

low use takea place in  the absence o f  these Tatlables* By id en tify in g  the 

reasons behind high acoegptanae and high uae o f  ted^ets, the study f a d l i t a -  

tes the design o f  tha budget syoteo*

15. A.M.A. Bahin, o ji.o it*
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Budgets should be nsde f le x ib le  b j the adoption o f  vsriahle budgetSf 

ouppleaeatal bodgets. snppleaentol foreoaats and through review and 

revisioa* f le x ib le  budgets rather than fixed budgets pronote better 

acceptance and use o f  budgets. They woric « e l l  in  the dynaaic business 

oonditioas o f  the enterprises.

tedget goals should be made att«inable« As already mentioned, 

easily  attainable goals hare no QotlTatioaal effeota* TTnattaittable goslst 

on the other h«nd, resu lt in  segatlTe fee lin gs . So, the budgst goals 

should be tight but attainable kseplng in  view the aspiration leT el and 

past perforaanoe s f  Managers. Managers* involrettsnt in  aetting budget 

goals id.ll increase their id sa tiflca tio n  with the«. In order to be a tta i

nable, the budget goals should be se t  in  the l i ^ t  o f  appr«priata aarket 

0urvey, arailable production fa d l i t ie B , Machinery oonditioas, sorkers* 

e ffic ien cy  and aTailaULlity o f  workiag cap ita l. A tta inability  o f  budget 

goals contribute to the acceptance and use o f  tedgets by aaaagers.

The obaervance o f  t ia e lln e ss  in  the budget process a ffe o ts  the 

acci(ptaAce and uae o f  budgets* Tiaellness should be obaerred in  the 

preparation and Issue o f  budget Exddollnest preparation o f  budgeti budget 

c3>proTsl, budget reg ies , and in  p r^ aratlon  o f  budget reports. Delay la  

budget epproTsl adreraely a ffe o ts  the e ffe ct lT e se ss  o f  the liidget systesi* 

The preparation o f  a budget aaauol i s  l ik e ly  to be o f  great help in  this 

respect.

Follov-t^ i s  one o f  the Inportaat Tarlables i ^ c h  a f fe c t s  the a e c ^  

tance and uae o f  budgets. Nanngora have a tendency to concentrate on the 

Operation they are U k ely  to be follow ed-up. Follow-up n ecessita tes the 

preparation o f  budget reports  at frequent Intervals throughout the whole
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year* Every 1« t«1 o f  aaziAgMent should r«o«lT « a r ^ o r t  o f  i t s  own p «r -  

formano* and stuiiBftrias « f  the reports o f  th« Isv e l immediately below i t .

Thus adequate meohaolsms are to be provided to ensure budget f le x i*  

b lllty «  atta inald lltyt timeliness and f6 llo««u p . This oa lls  fo r  top mana

gement's invDlTMient and tota l support fo r  th« budget programme. In a 

contralised management sjmtem i t  becomes a l l  the more important, beeause 

i t  i s  the top managemsnt who has the autlnrity  to ensure a l l  thsse budget 

charaoteris t ic s .

An important in ^ lioation  o f  the study i s  that imposed budgets do 

not reoeiTe the whole hearted acc^tanoe o f  managers and are not oonss* 

quently used fo r  discharging managerial fanotions. P articipative budgets, 

on the other hand, are well-aocepted and used by managmsent. This further 

iiqplies that participation  contributes to the motivation to use budgets.

The findings o f  the b«havlOttral sc ien tis ts  regarding the benefits o f  p a rti

cipative budgets hold good in  Bangladeshi cultural and organisational s e tt 

ings. Budget procedures are to be amended to ensure adequate involvement 

o f  managers.

The budget process has motivatlonsl impact on managsrs. The budget 

process can p os itive ly  or negatively motivate managers by either sa tis fy 

ing or fsustrating th e ir  basic needs. Budgets can be used to motivate 

the managers to accept and use them. Apart from extrinsic rewards, the 

budget procees should provide for In trin sic  reward by satisfy in g  the 

h i^ e r  le v d  needs o f  msnagers* This w ill motivate them to comi^t them

selves to the achievement o f  budget goals.

The fa ct that knowledge regarding the purposes a ffe c ts  the aocep- 

tance and use o f  budgets oa lls  fo r  budget training. Hie nsed fo r  budget
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training i s  «nd«rsoored by I te  e ffe c t  aJ-so on aeoeptaiiee aad use o f  

budgate, which are l i t t l e  Influenced bjr other personal oharaoterlsties 

lik e  age« experience and educational baek]prouad«

Maaagara who enjoy greater authority by virtue o f  th eir being senior 

in  rank have high acceptance and high use o f  budgets* This ca lls  for  

decentralisation o f  authority to enterprise «anage«ent*

Further directions fo r  future resaaroh*

There i s  a need fo r  conducting research at other nanageaent leT els 

o f  the enterprises to find out the acceptance and use o f  tedgets by then*

A rep lication  o f  the study in  the context o f  the naaagers o f  the 

onterprises under other oorporattoas keeping in  wiew their technology and 

market-ozlentation i s  lik e ly  to tlurow m re lig )it  on the acceptance and 

use pattern o f  budgete in  these corporations*

I t  i s  necessary to find out the e ffe c t  o f  personality t ra its  and to 

explore the iapact o f  organisation structure and leadership behaviour on 

the acceptance and use o f  budgets*

There i s  also a nsed to rep lica te  the study in  private sector entex^ 

prises to find out the Bauagers* aeceptance and use patterns o f  taidget in  

these enterprises. But i t  i s  very d i f f ic u lt  to obtsin  data froa the 

p rim te  sector enterprises*
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Appendix -  1

ACCiS’TANCE ARD USti OF BODGET BT MANAQSRS OF RATIONALISED 
INDUSTRIAL ESITrJlPBISBS IN BAHQLADESH.

Dear S ir ,

V« hav« the pl«ii8Ur« to introdnce to you Mr. Md« Abdul Hjr*, 
Asfdstant Prof«esor o f  Accounting, UnLveralty o f  Chittagong (now on 
study leava) who i s  conducting rsaeareh in  the above f ie ld  under 
our supefviaion on a seholarahip from Bangladesh UnlTeraity Grants 
Conoission. This i s  an aoadeado reaearoh leading to hi^^er degree* 
Apart from aoadeaic Talue, the simdy i s  l ik e ly  to have far reaching 
iop lica tion s  for the nanag«i*nt o f  nationalised industidal enterprises.

We are approashing you for  your valued opinion. Heoesea^y 
perriaslon has been obtained froa your Corporation fo r  th is  purpose.
Wo are n«are that you are a busy mon* Tet we are requesting you to 
qpore one hour o f  your valuable time to the researcher to aake the 
study a success. Ve further request you to give us, to the best o f  
:your a b ility t  your swn opinion and attitudes*

We assure you that the information supplied by you w ill be kept 
s t r ic t ly  secret and used only fo r  the purpose o f  the study. Under no 
cireumstaaees w ill any individual manager or enterprise be id en tified  
in  reporting the resu lts o f  th is  study*

Thanking you fo r  your oo<-«peratlon*

Tours sLneerely«

Dr, H* Hablbvllah 
Professor o f  Acoounting 
University o f  Daeca

and

Dr. Mawdudnr Rahman 
D irector

Institute o f  Buedness Adniaistration 
University o f  Dacca.
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acceptance and uss of budget bt mamagbrs of nationalised
INDUSTBIAL BRTEBPRISKS IN BANGLADESH.

Qu—tlem w ire for  Entwprla# Ma»g>ra

(A) ParoonaX Infom ation

1* Noma o f  the •ntexprise:
2* S ls« o f  th« •at«rpri*«/DepartB6ntt No, o f  ranplojraes
3« Ple«a« Indleatfl tota l aumbar o f  years o f  your aork aspaileaca / ^ J

Plaaaa Indicata mmber o f  years you hare been 
tdth the present Corporation

5* KLeaae indicate avaber o f  years you have been 
in  the preaent position .

6. Your age in  yeara* ^117

7* "Tdueatioiial Attaianentat (Please tide)

S.S.C ./Katrio £ 7
B.S.O./Interaedi ate C7
Degree Paas CD
Degree lionoura CJ
Master Degree ( lo o a l) CJ
Master Degree (Foreign) C7
Ph.D, CJ
Othera (pleaae specify) CJ

8» (a) Hare you any trainlag in  the f ie ld  o f  budgeting 7 Te^No

(b) I f  yes, pleaae state the period o f  train!ng and the naiM 
o f  the Institu te .

Period I lasU tute
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Pl«a«« Indioat* youp area o f  profaselonal qu a lillea tion  (In  addltloB 
to the ganaral adnoatiott)

1 . &igino«ring ry
2. Accounting CJ
3. HamgeBant O
k. Banking flnanoa CJ
5. Othara (p la «««  spaoify) CJ
6, Nona CJ

( B) Pttrpoeas o f  praparlng Anmial Budgat Stat«iant«

1.  Ilease raeord tha dagraa o f  yoor o^etfBent or dlsagraaaant with tha 
fb llov ln g  purposaa o f  preparing aanu$a budget atateaants by putting 
a tick  on tha appropriata points o f  acalaa givaa balovt

(a) Budget ia  prepared to 
eoaply with corporation, 
dLrectivea statutea*

1 Strongly
I Agrse
111

Agrae
1 Neither 
1 Agrae nor 
{ Disagree

Dis-
Agraa

{ Stroa 
Sly 

/ d ia -

i 5 3 Z 1

(b) Budget i s  prepared to 
fa c il ita te  the foraulat^on 
o f  corporation budget*

1I
1I

(o) Budget ia  prepared to 
anthoriae capital and 
rerenae expenditure*

1[1

(d) Budget i s  prepared to plan 
the a c t iv it ie s  o f  the 
enterprise* ............i

1
11
1 ... ...
1

(•) Budget ia  prepared to 
fa c il ita te  control o f  spa- 
rations o f  the entsrpfises 
by the corporation.

1«(1
1
1
1 {

11
1
1
1

(£) Budget ia  prepared to 
enftble the enterpriae to 
control i t s  operations* I •11

1

(
(g) Bttiget i s  prepared to co

ordinate the a c t iv it ie s  o f  
the various enterprises*

______ 1 i

1

i. t 4..—■ —
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(h ) Budget 1b prepared to 
eoordiiMte the a e t iv i-  
t i«a  o f  the enterpriae*

Strongly
Agree Agree

Neither 
Agree nor 
Diaagree

Dla-
agree

Strongly
diaacree

( i )  Budget i s  prepared to aid 
in  evaluating the p erfer- 
maace o f  the enterprlae*

( j )  Budget la  prepared to aid 
in  aelf-ayaXuation and 
evaluation o f  subordinates

(k) Budget i s  prepared fo r  use 
as a oaaagerial to o l.

(1 ) Budget ia  prepared to
reduce tost and k«e|> them | 
under eontrola '

(m) Budget i s  prefared to 
nehieve targeted voluae 
o f  produetion*

(a) Budget i s  prepared to 
achieve target p r o f it .

(o ) Budget i s  prepared to 
obtain fUnda froa the 
Oovemaent (ADP l> Foreign 
iixohaage)

(p) Budget i s  prepared to aet ' 
dealred standards o f  par- 
fomance*

(q) Budget i s  prepared to
provide a neans o f  eosm - 
uieation throughout the 
organisation.

(r )  Budget i s  prepared to 
notivate people to aork 
harder*

( i) Budget i s  prepared to 
bring about overall 
eao»o«3r and efflo ien cT .

( t )  Budget ia  prepared to put 
preasure for raising 
prom otion.
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(C) Budget Charaot9» lB t ic «»

1« Fl«aB« consider th« following eharaot«rlstios r«la tin g  te th« budfet 
o f  your Ent«rpns«/D«i)ftrtn«it eund indicate you^ epinion about thoa 
by putting a tick  on th« e|>propriat« points o f  acaloe giT«n belovt

(a) Tiaelineflat

( i )  Badgot guidttlin«a Very Some-
are issued in  tine often Cften tinea S<^don Never

5 3 2 1

( i i ) Budget i s  prepared 
indteubMitted in  
tisa .

Very
often Often

Son*-
times Seldon Never

5 K 5 2 1

( i i i ) Budget i s  approred 
in  tine.

Very
often Often

So»e-
times Seldon Never

5 k 2 1

(iY> Monthly reporta are 
prepared and subsd- 
tted in  tine.

Very
often Often

Some-
tines Seldom Never

5 4 3 2 1

( t) Perfomaace is  
relieved in  tine

Very
often Often

Sone*
tinea Sel(k>n Never

5 k 3 2 1

(b) Ploaa* giv« roaaOQs for your aaawer.

(e ) Budget i s  f le x ib le . Vojry DMch F lex i- Neither In fle -  Very nwch
fle x ib le  b le  f le x ib le  x ib le  in flesd b le

nor in*
_____________ ---------------------------------5 If 3 2 1

(d) Plea«e ^ v e  reaoona 
fo r  your answert

(•) Budget targets
are attainable.

Very much Attai** Not so 
attainable nable imidti

a tta in - 
__________________ --------------

Unattai- Very ffluch 
nable unattai

nable

( f )  Please give reasons 
for  your anewert
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o f
(g )  F o lio w -«p /b u d g < t»

( i )  Budget i s  fo llo w ed  
-up a t  dopartaant  
la ral.

(1 1 )  Bttdgat i s  fo llo w e d  
-u p  a t  S n ta rp ria e  
l a v a l .

(h ) P laasa  g iv e  raasoae f o r  
your aaawar:

Very
o fte n

T '

V e r y
o ft e n

O ften
— T T -

S o a a -
t i a e s Sflldoo Never

O ften
Son e-
t ia e a Sd.dom Never

(D ) P a r t le ip a t io n

1* Do jDU s t a r t  p re p a rla g  the  
budg«t fo r  your e n t e r p r la « /  
departaan t b e fo re  you a re  i 
oeked to  7

Vory
o fte n O ften

S o a e -
t ia e a CeldoD Never

5 k 5 2 1

2* Do you work w ith your super
i o r  i n  p rep arin g  th e  budgat 
fo r  your e n te r p r ia V ^ ^ p a r t*  
ment 7

!

1

111111

3* Do you work w ith  your subor*  
d ia a te a  i n  prepeui.ng th e  
budget fo r  your e a te r p r is V ' 
d apartaant 7

Do you aork w ith  aooouats  
dapartaent p eo p le  i n  prepa
r in g  the budget fo r  your 
en tarp ria«> /d «p artaen t 7

Are you co n su lted  by the  
co rp ora tio n  i n  d ev e lo p in g  
budget g u id e lin e s  fo r  th e  
a n te r p r is fl/d e ^ a rta e a t  7

6. Ara you conan lted  about 
q p aoia l fa c t o r s  you would 
l i k e  to have in c lu d e d  in  
th e  budget b ein g  prepared?

1
1

1I

1111i
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So««-
? •  Are your suggeationa glTen 

due eonsideration in  th« 
derelopaent o f  budget 7

o ften Often t io e s  jS«ldon |NeTer

5 K 3 2 1

3 *  Do you take preparation fo r  
meetlag queriea In budgot 
approTal a e e tia g  7 1

1

1

1

1 1

1 1 

1 1

1 1 1 1

9 «  Do you person ally  InToBti- 
gate budget rariaao es in  
your « n terp risc/d ^ a rta e at7

10«Do you o f fe r  suggestions fo r 
th« iBproTeaent o f budget 
systea ?

11*Are budget B atters Mentioned 
in  in fo ra a l conversations | 
between boss and suberdi- <

natea 7 i
1
f 1 

1____________________ 1

1

1_________________ 1
1

1

1_____________________1

1

1
1____________________

(X) Bwdget Proo«dttrg»

1* What targets are set la  the budget 7 (Please tick )

a) Production voluae

b) Sales CJ
c) Cash CJ
d) P ro fit CJ
d) Production cost CJ
f)  Others (please specify) a
What type o f  re«srd was given 
the target 7

to one who aohieved ar exceeded 

L w t T««r Tmt Umt

( i )  Accelerated Proaotion CJ CJ
( i i )  Special increaent CJ CJ

( i i i )  Cash reward CJ CJ
( iv )  C ertifica te  o f  honour CJ CJ
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<
( t) Mention in  the Monthly/ 

Yearly BuXletine*

Laat year

CJ
Year before la s t

CJ
(vl) Medal C7 CJ

( ^ i ) Others (please epeoify) O CJ
(vlli) None o f  these CJ CJ

3. Whnt actions were taken for  non->aofai eveaent o f  budget targets 7

lasLzsaR T««r b«for« iM t

(n) Deaotion CJ CJ
(b) Stoppage o f  Increaent CJ CJ

r (c) Id sal seal CJ CJ
(d) Mild earning CJ CJ
(«} Stoppage o f  proaotion CJ CJ
( f ) Others (please ^ e o ify ) CJ a
(«) None o f  these CJ CJ
What probleas do you enconnter in  the InpleBcntlitlon o f  budg«t 
o f  your enttrprisc/dapartaont ?

Pl«a0« stat« the ext«nt o f  the serlouoneM o f  the probloas by 
putting a tick  on th« qppropxlntc points o f  eeales glren below*

(1) Very
meh Much

Hot 80 
Bueh

To soae 
extent

Not at 
a ll

i k 5 2 1

(11) 1
1
11

U l ) 11

(1») (
1
1
f

( t) 11
.........! _____ (1 11
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5« (a) I'br e ffa etlv s  budget p«rtomaaae do you eonsflder th« pr«seat 
bu4g«t prooeduras and pVactlo4 ast

V«ry Not BO V«ry un-
Satia- S atis- satla* Uitsatla- aatisfaOtory
faetory factory factory  factory

3  5  3  2  1

(b ) Please given reaasns fo r  your answeri

6, (a ) Do you tfaLnk the Accounts Oafpartaant o f  tha entaxpzlsa i s  
handling the budgat progranma sa t is fa o to r ily  7

Vary Not so
S a tis - S atis- s a t is -  Uasatis- Vary u&aatis-
faetory factory factory  factory  factory

3 5 5 2 1

(b) Fleaaa raasoBs fo r  your ansvart

7m I f  unaatlsfaetory, ahat inproTflOiants do you suggest in  i t s  working ?

6. (a) Haw would you rata tha iiqportanca o f  budgeting in  use in your
oorporatiaB/antarpriBe in  taras o f  tha contribution to tha aceoa* 
pliahBant o f  the ob jectivas o f  the eorporatioi^antarprisa*

Very lapor- Rot so Uninpor- Vary un-
laportant tant Io|>ortant tant ioportant

-  ^  -  -  -

(b) fleaaa give reasona fo r  your anaweri

9» (flO Do you beliava that the anterpilsa/oorporatipa would ba batter
o f f  i f  i t  disoontinuad the use o f  j^asaat budgetary praoticaa 
and proceduraa 7  ̂ .  y—,

(b) Pleaaa give Reasons fo r  your answart

10. Do you believe that the budget aystea in  use in  your corporatloV  
aaterprlaa aoaetiBes tfieaurag^ people to take actions which they 
parceiTe to be in  their bast in terast but which are not in  the 
bast in ttfea t o f  the eorporatioVantarprlse, fo r  exaiq;>l« -

(a) the tendency to defer repairs in  order to raaain within tha 
budgets* ar (b ) the tendency to sp«nd tha a llocated  anount at
the and of the year 7 __ ___

Tea C J  ^  L J
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(F) Aeo»ptaneg o f  Budget

1* Pleas* coomeiit on the fo llo « la e

2.

(a) 1b lAat extent managers 
In the organisation a o c^ t

Very
muoh |h»o1i

Not so
ouch

To son* 
extent

INot at 
f a l l

Du(Zg9v 09 \u9XT wWll«
5 1 * 3 2 i ^

(b) lb what extent aanagers in  
the organisation aootpt 
budget aa a tool o f  
Ranagenent.

1
1
11

k11
1

i1
(e ) IV) what extent Managers in  

the organisation cosBit 
thenselres to the aohiev- 
went o f  targets set in  
the budget.

1

i111

11
11

>1

Please oofflment on the Ib llov iag i
(a ) To what extent you think 

people here hare InirolTed 
th«BBd.Tes in  Setting 
budget targets. 11

(b) Ito what extent you think 
people her* hare p a rt i-  
dLpation in  preparation 
o f  budgat.

(c )  1b what extent you think 
people here have proper 
recognition fo r  achieTS- 
■ent o f  budget targets.

!
11

1 1
{

(d) To what extent you think 
budget *8t ia a t*8 ar* 
aceurat*. 1

-  - 4
(•) Tb what extent you think 

there are olear-eut lin es  
o f  authority and reapon- 
s ib iU ty .

t 1 
1

1 , 1

1•1

( f )  Tb what extent you think 
you can control e:q>«ndi» 
tttre and use o f  itea s  fo r  
which you have \Mdgetary 
aooountability. '

11
I1

11
1
1
1
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(a ) Bttdift

1* n .«as« eommeat on th« follonLnei
(a) 1b what sxtaat pMpla here 

ttsa hudgat fo r  plwudng 
the aotlTLtiea o f  th« 
•ntorpriae/dcpartam t.

Very
much

(Not ao 
Much 1 touch

1 To aoae 
eatent

Not at 
a l l

5 r*  i ^
2 11

(b) lb ahat extM t pooplo here 
uaa budget fo r  oontroU ias 
the operationa o f  the 
enterprl a«/<̂ «P<̂ r tmeat*

1 1
---------------1------------

1111

__________ i
(o ) !Td lAiat extent people here 

aae budget for  eTnluatinc 
the perforaanoe o f  the 
eat erpri aV^opartaent*

1 I1111

(d ) 1b iriut extent people here 
uae budget fo r  aelf*  
evaluation*

i1 11
(e ) tb «iiat extent people here 

uae budget fo r  eval«atlon 
o f  aubordlnateB*

( f )  l!b idiat extent people here 
uae budget fo r  co-ordlnatton 
o f  the a otlv itla a  o f  the 
enterprla</depattaent*

1

(g) T<o what extent people here 
uae budget for  red idh g  
coat*

1

i
1

1

1

(h) To what exteat people here 
uae budget fo r  eooaoay 
and effloieaey*

i
1
/1
1

(1 ) Tb iriiat extent people here 
uae budget fo r  inoreasing 
the ^rofitaULUty o f  the 
enterpriae*

•1

( j )  Tb what extent people here 
uae budget fo r  aotivating 
the «Hplo7eea to aohioTe 
the budget targeta* | i

(k) Tb what extent people hero j 
uae budget fbr fa o i l i t a t -  < 
ing coaanni cation th rou ^ - i 
out the organiaatioa* I

!
_ J ______ 1
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R«pert»dly the ftollowlng faujtors blndsr the us« o f  budget as an 
• ff«o t iv «  tool in your area o f  operatlont p l««ae Indicata the exteat 
o f  your agreeaent or dlaagreement by putting a t ick  on the appropriate 
polnta o f  scales glTen below*

(a) Budget use in  hindered 
due to laok o f  f le x t -  
b iU ty ,

Strongly j fEndiffe- 
Agree (Agree |rent

Dis- strongly 
agree jOisagTe*

5 1  J  r  ! * I '•
(b ) Budget use i s  hindered 

due to the absence o f  
budget education and 
training.

i i i 1 1 1
; 1 1
1 1 1
1 1 \

i1
111

(c )  Budget use i s  hindered 
due to the absence o f  
regard for aehie'reaent 
o f  budget.

1
11

f11

(d) Budget use i s  hindered 
due to the absence « f  
proper foUa«>iQ>.

111 ] 1 1

(a ) Badget use i s  hindered 
due to the absence o f  
top sanageaent support*

1I

( f )  Budget use i s  htfq[>ered 
due to the absence o f  
proper feedback*

1
1(
1
1

11

(g ) Budget use i s  hindered 
due to the non*^roTislon 
o f  interpretation ser
v ices by the accountant* |1

11«

i

! 1 
1 1

Please state the t7p« badget dependent dedaiottB taken hj jfoui

a)
b)
c)
d)
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you InTcatlgated the budget Taxlaiiees in  your « it e r p r i« i /  
departaent and taken oorreotlve aotlona 7

laTeatigatioai Tee /***7 No ^“ ”7

CosprectlTe Action* Yoa No

What was the degree o f  budget 
varianee in  your department/ 
entei^rlae.

Very Neither Very
big Big M.C nor Siaall aoall

6« To what extent are these
vith ia  the control o f  Very Not so !I<o so0e Not at
the aaiiM*"*Bt i  ouoh Ku^ nuoh extent a ll

?• Please name flTe fa ctors  that contribute to budget Yarianoe 
but are ott%side the control o f  aanagaient*

(a)
(b) 
(e)
(d)
(s )

8,  Please state f ir e  factors that oontxlbute to budget varianee 
but are within the control o f  the aanageMnt.

(a )

(b)

(c )

(d)

(e )
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(H) Budgat M otlvtlon

HL«as« put youT ooamaat oh th« follevlngs

1. To what •zt«nt th« aohi«T«a«nt 
o f  budget target •nabl«a you 
to •ara higher reman«ratlon 
fo r  seating phyalelogloal naods 
•*g. food, cloth ing, ahelter, 
e tc .

Very f | Not ao }Ib aoae 1 Not at 
Dsach I Much | muoh { extent { a ll

r - f - T 1

Ub ahat extant the aehiereBent 
o f  budget target glvca you 
chanota o f  accelerated preno
tion  and unearned ineremeat*

'Bo what extent the aehleVMBeat 
o f  budget target resulta in  
recoanendation o f  nases for 
Preaidential Avard and o e r t i-  
flca tea .

3b what extent the achleTeaent 
o f  budget targeta gives yott an 
opportunity to denonatrate 
your technical ooitpetence« 
operatioaal e ffic ie n cy  and 
organiaational loyalty*

Tb «hat extent your preaent 
pay and other fringe benefits 
provide incentlT* to work for  
the achieTement o f  budget 
targeta.

Tb what extent the noa-aehie’* 
Teaent o f  budget target 
threatens your aecurity o f  
espleyaent*

Tb what extent the achievment | 
o f  budget target l e  recog
nised*

8« 1b what extent you enjoy 
authority to enforce the 
budget*
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9« IVi what txtont you ean aot 
indapondently whil« working 
for the aohleT«B«Bt o f  budg«t 
targ«ts«

Very
much Much

Hot ao 
auoh

To aOBe 
extent

Not at 
a ll

5 4 3 2 1

10* Tb mhat extattt yon are ea tie - 
f l«d  «lth  the knowledge o f  i 
your aueoese in  aehievlng 
budget target*

11

11* Tb what eaitsat you oan be | 
ereatiye while working for  
the achiev«Bent o f  budget 
targeta. 111

12. Tb what extent jfour aosial 
needa are fa l f i l l e d  while 
worklag under the budget 
ayateffl* 1

11
1
1

1
111
i•

\t
\t
1
1j.
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acceptance and USB OF BUDaST BT HAHaOERS 07 NATZONAtlSED
industkial entsxpxzsss in barolaossh.

Q«—tlonnair* fo r  Acoountanta 

Bttdgat Procednree

1. When do you oommsne* pr«p«ration o f tmdg«t for  the •nteri>riae 
(Exact data)

2. ara the paraona raaponalble for praparing and co-ordinating 
tha anterpriaa budgat ?

3m (a) la  thara any budgat Committaa In your antarpriaa 7 Ta%*̂ Na

(b) I f  yaa, plaaaa atata tha composition and functioa of tha 
budgat cowBittaa.

CoBpoaltion runotiona
(Ho. o f Baabars «d.th daaigaation)

1, (a)

2. (b)
3. <o)
k. (d)

kt Who ara th« paraona raaponsibla for onward tranamlaaion af budgat 
to corporation for approval 7

3. Who attandad tha laat budgat atpproval Haetlag hald at the 
corporation laval 7

6. How waa tha laat budget approvad 7

( i )  Approved as i t  waa Plaaaa t ick .

( i i )  Appi*ovad with idaor ohangos /* ] 7

( i i i )  Approved with aajor ehangae ^ 1 7

(iv) Ra>amad for  re-drafting

7« tman waa tha laat budget approved 7

A w n d lx  -  2
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8* Who ar« th« authoritl«8 rcepoasLULe for doing t)i« fo llon la g  
functions In eonnection with the ontorpriae hadgmt 7

Corporation Enterprise
Board o f  ,
Direo-
tora

Dept joept 
1
1

Dept
1
1

Dept { Deptj Budget 
j 1 1 Coanittet

a) Development o f  
{^ d e lin e a

111 1f ,
11
111

1

b) Co-ordiaation

c) Preparation

d} Budget P^aanLng 1
1 1.................

e) XB^ementation 1I iI . ..
f )  Approval

g) Re^ew
1, , ......... 1 1 11

9.PIea8« stata which o f  th« follow ing budget roporta ar« prepared, 
who uaofl th«B and the frequency o f  their preparation.

Bndget Repofte Who uses Freqnenoy o f  praparatioa

a)
b)
o) 
d)
•)
f)
8>

10, PI ease indicate what budget reporte are aent to the corporation 
asd the frequency o f  their preparation.

Budjcet H»porta FreQuency o f  Preparation

a)
b)
c)
d)
e)
f )
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11* H e«s«  H a t the aetioos that fb llo v  from sueh r«(ports)

a)
b) 
o) 
d> 
e)

12# (lO Ar« budget •stlBatas revised ? Yes Ho ^^!I7

(b) I f  yea, at « l « t  position  are they revlaed 7

(c )  Pleaae atate the frequenoy Etuoh rev is ion .

13* >Vhat proULeBs do you encounter in  the ia^l«M ntation o f  budget 
o f  your eaterpriat/departsent 7

Pleaae state the seriouanesa o f  the problens by putting a tiok 
on the appropriate points o f  soales given belowi

(1 ) Very
nuob Mu eh

Not so 
■ueh

 ̂ 1V> some 
•ztent

Not at 
a ll

4 3 2 1

(1 1 )

U i )

(Iv )

(v) (11
111

What targeta are set in  the Imdget 7 (Please tiok)

(flO Production volw e 

(b) Salea

( o) Cash

(d) P rofit 

Co) Production oost

C7
C7
C J

C7
C7
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What o f  reward «aa givaa to cn« vho aehl«Te4 or exo««d«d
the tastE*  ̂ ?

Last year Preidoua ^reors

(1) Accelerated pronotioa £ 7 CJ
( i i ) Special Increaeat £ 7 CJ

(H i ) Caah reward £ 7 CJ
(±v) C ertifica te  o f  honour C7 CJ

(▼) Mention la  the Honthly/
C7Yearly Bulletins CJ

(v i) Media C7 CJ
(y l i ) Others (please specify) O CJ

( v i i i ) Rone C7 CJ
16. What aetiona wefe taken far aon-achieTeBeat o f budget targets 7

Last year Previous yeari

(a) Dttwtioa C7 CJ
(b) Stoppage o f  Increaent CJ CJ
(c ) OlsRissal CJ CJ
(d) Mild warning CD CJ
(e ) Stoppage o f  Promotion CJ CJ
( f ) Othera (pleaae specify) C7 C7
(g) None CJ CJ

17, <o) For e ffe ct iv e  bu4gii<:perfor«ance do you cvnelder the present
budget procedures and praotiee aBt

Very Satia* Not so tJaaatla- Very un-
Satiafaotory factory  satiafactory  factory  satlafaotory

3---------------------K----------------3 2 i

(b) glTa raasona tor your anawart
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18* (a) Do 70U think the Accounts Dmartnent o f  th« •at^rprlB*
± S  handling the budget prograjame sa tia fa e tor lly  7

Very Satia** Rot so Unsatis- Very un
satisfactory  factory  sa tis factory  factory  satisfactory

5 5 3 2 T

(b) Please glTe reasons for  your answsrt

19* I f  unsatisfactory, what iaproveBents do you suggest in  i t s  working 7

20* (a) Bow would you rate the inportanoe o f  budgeting in  use in  your 
corporation/enterprise in  teras o f the oontributioK to the 
accoapliahaent o f  the ob jectives  o f  the corporatiOQ/snterpriae*

Very Rot so Uniopor- Very un-
iflQ>ortant laportant iatportant taat if^ortant

5 5 3 2 1

(b) Please give reasone fo r  your ansveri

21. (a) Do you believe that the entsrpxlsi/ss^poi^ation would be better
o f f  i f  i t  diacontinued the u se  o f  present bndgstary practices 
and procedures.

Tee £ y  lis C 7

(b ) Please give reasons fo r  your onsvert

22. Do you believe that the budget oyotem in  use in  your oorporatioV  
sntetprise aometiaes encourage people to take actions which they 
perceive to be in  th e ir  best in terest but which are not in  the 
best in terest o f  the oorporatloVsntsrprise* to r  exaaple«

(a) the tendepcy to defer repairs in  order to remain id.thin the 
budget( or (b> the tendency to egpead the a llocated  aaount at the 
end o f  the ysar 7

Yes /**7  No

thank you
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1»t Sept. 1980,

To
tCh« ChalrMan
Bao£^aiesh Jut* M ills Corporation 
Dacca.

Door

This is  to bring to yovr kLnd ztotioe that Hr* Md. Abdul Hyo, 
Aosiatoat ProfsoMr* Dopartaont o f  Accounting, Univeroity o f  Chittagong 
(now on study l«aT«) and a Junior Sesearoh Follow o f  University Oranta 
CoQioLoaion i s  conducting raaoarah in  the f i « ld  o f  **Aec«ptano« and Uao 
o f  Budget by Managara o f  Nationalised Industrial £nt«rpricas in  Bangla- 
doBh** undar our auparviidon. This i s  an aoadamio reaaarch leading to 
higher dagrea« Apart froa aoadeaie Toluei the study i s  lik e ly  to hare 
far reaching in d ic a t io n s  for  the aanag^ent o f  nationalised industrisl 
entezprisea.

For the purpoae o f  the atudy he i s  now rei|uired to in tertiev  the 
matfigers o f  the conposite Jute a i l l s  tmder your corporation* We assure 
3«u  that InferMation suppliad by thoQ «LU be kopt secret and used only 
for the purpose o f  the reaearch*

We shall be highly (^ad i f  you kindly aooord neoessary peraiasioa 
for the purpose and iaaue neoessary InatnietionB to the m ill authorities 
to sxtead co-operation to hi««

Thaakkag you,

Tours slneerely .

Or. H. Eabibttllah 
Professor o f  Accounting 
University o f  Dacca 

and
Dr* H* RaltfUUi
Assooiata Professor & U reetor , 
Institu te o f  Business Adslnlstratioa 
UnlTorfdty o f  Dacca.
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BAHQXAOESH JUTE MILLS CX)fiPORATIOM 
ADAMJE5 CODRT.MOTUHEEL 0/A.DACCA

No. BJMC/PW-38(M.T.)/7>80/661 Oat«<li 23. 9. 8O

A p p e n d i x  -  k

Dr. H. Hablbttllah 
Professor o f  Aoeounting 
Univeroity o f  Dace*.
Or. H. BabiBan 
I^rector
Institnte o f  Business Adodii&«tration 
Univeralty o f  Daeoa
Drocq«

Sttbt Accoptanco and Use o f  Bndgat by Manag«rs o f  
11 wad Indaatrial anterprl«oa In BamtladeBh*

Dear SlPf

nth r«fer«nce to yoor le t te r  dated ia t Septenbar, 198O on the 
above subjeotf th« Authority has b««n pleased to allow Hr. I4d. Abdid.
Hye* Aostt. Prefesaert Dfpartaent o f  Aeoountlng, University o f  
Chittagong and a Jr. Heaearoh Pellov o f  the Bangladesh University 
Grants CoDiaisslon to oonduot research in  the above f ie ld  in  19 (Nineteen) 
Jute ( ^ I s  as per l i s t  attached with inkaediate e f fe c t .

No TA/DA i s  adndsaible in  th is  respect.

Thanking you.
Tours fa ith fxtlly i

SHAMSUUDIN ABH^
Dy. Secretary P .Cell & PW) 
for  Secretary

022jL ^ *
1. Hr. Md. Abdul Uye, Asstt. Professor, Dept, o f  Accounting 

University o f  Chittasong.
2. The General Manager/Dy.General Monager/ManEigef.................... ..

He i s  requested to please extend 
Mr. Eye a ll possi-ble oo-operatlon in  h is research soric.
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BJMC (Ent«rprlse Board)

Kcictaation. 1977 
Powra o f  the Board

H e r u l a t i o n » 1^ » Th« aaBagMiant o f  the buslneee o f  the enterprise «hall be 
v e o t e d  in  the Beard o f  Dlreotora oubjeot to ^ p erv is ion  and oo*K>rdinatlon 
by the Corporation. Th« follow ing powers nay be exercdsed by the Direo- 
t o r o i

(a) To pay ooata, oharges, expenses, in  the course o f  the day-to-day 
b u e d n e s s  o f  the enterprise including costs , charges and eiqpenses that may 
be reiipired in promoting and establishing an enterprlss id thin the Corpora
tion approTed budget*

(b) With corporation approval t o  pay the purchase value o f  any 
land, leasehold, building, plant, maehineries, accessories, etc*

(c )  Tb secure the fulfilm ent o f  any contract, agreement, engagwent 
entered into by the enterprise*

(d) I'd in st itu te , conduct, defend, ooi^uad and abandon any l e ^ l  
proceedings by or against the enteri»dse or i t s  o ffice rs*

(e) Tto make and give rece ip ts , i^elesmesf and ether discharges for 
money payable to the enterprl.se and for  olalms and demands o f  the enter
prise*

( f )  Tb take draw, endorse, sign, negotiate and give a l l  cheques, 
b i l l 0 o f  lading, drafts, orders, b i l l s  o f  exchange etc* required in  the 
n o m a L  course o f  businesa o f  the enterprise*

(g) To insure and keep insured* agftlnst loss  or damage by f ir e  
or othoruise, a ll  cr any part o f  the properties o f  the enterprise, 
including building, machinery, goods, stores, produce, v eh id es  and kther 
movable and immovable assets*

(h) To determine from time to tine «ho shall be en titled  to sign 
on enterprise 's behalf b i l l s ,  notes, rece ip ts , cheques, acceptaneesf
endorsements, contracts and documents*

( i )  To provide welfare measures to viorkeri/employees within the 
prescribed budget and p o licy  framed by the corporation from tjtme to time*

( j )  Tb negotiate and s e t t le  with the lawful representatives o f  
the workers any labour disput^/deniuids s t r ic t ly  within the words o f  any 
loV in fltruction /order o f  the aovt*/corporation only a fte r  the party in  
d i£ ^ te  has exhausted the normal ehaanti. in  se ttlin g  the dispute with the 
l o c a l  management*

AM «»dlx -  5
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(k) To re fer  aay natter to th« corporation vbich the board deems 
e^ ed len t to be iBportant enough for such reference.

(I )  *n» prepare future derelopmont plaVsoheae and dabmit to the
corforatlon  for  approTal and further prooeaeing and fo r  that Matter tc 
expodltlously execute any such approved seheae*

(o ) lb delegate a ll  or an/ o f  the povflre herelly conferred upon 
theiB to the Recid or any other Senior O fficer o t the entexrrlae as they 
may conedLder necessary and expedient in  the snooth conduct o f  the 
a f fe ir s  o f  the enterprlae*

(n) To appoint any person by way o f  Power o f  Attorney to be 
A,ttomey o f  the enterprise for  such purpose including fo r  Custons and 
Excise purpoac and with such powerst authorities and d iseretions fo r  
such tLae and subject to such condition the Directora nay fron tine 
to time think f i t ,

(o ) lb review fro> tiae to time perfonBance o f  the enterprise 
with a view to iBprovinR i t  further by proper production plamdagt earn
ing more foreign exchange at Eilniauo cost and earning additional revenue 
fo r  the govemnent.

15* The foUowiag sp e c if ic  powers may be exercised by D irectors in  
addition to those aentioned at Begulation i4  above*

AdndniBtrattvet (a) Save the o f f io e r s  in  the grade o f  BJMC Qrade- 
1-1 equlvaient and above and Head o f  the enterprise and Read o f  
Accounts o f  the enterprise ir r e ^ e c t iv e  o f  grade and sca lo  or any 
other class o f  o f f ic e r s  ip e d f i c a l ly  reserved by the corporation, 
to appointf engage* recru it and M re any o ffice T f staff* wortccr or 
servant o f  the enterprise on auoh terns and conditions as sp ecified  
in  the corporation Service Rulsa in  that behalf and at their disore* 
tlon to take d iscip linary  action  aeainet them including suspension 
or renoval from the serM oe accordiaig to the above ru les and law 
o f  the land. The review against d is«lplittary action taken by them 
w ill l i e  with the corporation.

RLnandi^t (B) 10 open account/accounts with bank or banks and to
pay money into or draw money ftom Euch acoount/aocounts fo r  the 
piirpose o f  the business o f  the enterprise and such acm unt/accounts 
shall be operated Jointly  by any two porsons authorised by the Board*

Frovided that Cash Credit Accounts o f  the enterprise shall 
be operated Jointly by any two persons including a nominee o f  the 
corporation from i t s  R.O./Zonal o^flce/Branch o f f i c e .

(c )  Ito borrow with p rior  approval o f  the oo*T?oration and secure 
the payment o f  any sum or sums o f  money fo r  the purpose o f  the entor- 
p r ise .
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t>rovid<>4 that (UouB«Bt%^agr«tfBonte for such loaV borrovin ia  a lu ll 
be algned by th« pro ject fi««d aad a nonln«« o f  the Corporation from i t s  
H«0*/Za 0«/B«0»

(d) Subject to the concurrence o f  the corporation to invest any o f  
the nuneya o f  the enterprisei not iossediately required fo r  the purpose 
thereoff in  such Banner and on enoh terns as they may think f i t *  froa 
tiae to tia e , to vary or rea lise  such inTestaents.

(•) 1b cause, prepare and ioplement, vith p rior  approTiI o f  and
as directed by the corporation, the aimual budget to be pr^ared in  
accordance «ith  the previsioD o f  Buie 16 o f  the B.J.M.C, Hules, 1977 
and in  the fbm s set out in  Schedule XI under the aaid rule*

( f )  To prepare and f in a lis e  «dth th e approTal o f  the corporation 
th e annuel audited accounts o f  the editf rprise in  the appropriate Banner 
and to appoint External Auditors a fter  p rior consultation lith  the 
corporation.

(g) To undertake subject to nomal euperTision by the corporatikn 
annual repairs and aalatenaace fiorks costing upto Tk» 2.50 la cs  and

a ll  capital works and special rspairs ouch as, coBplete reconstruction 
o f  bulldins dsMaged due to f ir e ,  flood* cyclone etc* oostiag iQ>to Tk.2.50 
la cs  ttithiB the corporatioB approTsd budget, and in case where the enter* 
p rise  has qualified  graduate engineer to  undesrtake such works as aentloned 
above coating upto Tk. 7*50 la cs  within the corporatiott approved tudget*

Provided a ll capital works and opecial repairs as aentloned above
oostlng iDore than Tk* 2*50 la cs , and where th e  enterprise has qualified  
graduate engineer, such works coatins oore than 7k« 7*30 l a c s  within the 
co rp o ra tio n  approved budget aay be executed by the enterprise a fter  the 
teoLrdoal approval ia  accorded by the corporation.

Ho subsequent spproval froa th e  oorporation w ill be required once 
tho enterprise capital budget has been egpproved the former*

Purchaoei (h) To undertake a l l  foroign purchase o f  atores and qparea 
KlthiiTThe guidelinea and fraaework given by the corporation with the 
oasiBtanoe o f  respective Z.O. aa w ill be decided by the corporation froa 
tiae to tiae except bulk purchaae o f  coamDn uae iteaa  i^ ich  w ill be 
continued to be looked a fter by the corporation aa before*

Provided that a ll  lo ca l purchaseu laay be undertaken by the onter- 
p rise  within the guidelinea and fraxoetrork given by the corporation.

(1) To undertake opening o f  Jute purchaae centr^Agency, and/or 
contract purchaae o f  raw ju ts subject to auperniaton and co-ordination 
o f  and the guidelinea given by the corporation froa  tiae to tiae*
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( j )  •ttsure proper BBlntcnauce o f  atook o f  raw ju te , stores and 
{^ores and flalahed goods oubjact to porlodioal aMdlt/inapeotloii by the 
oorporatLoa.

t (k) Tb uadertkke sale o f  fln leksd goods subject to supervision, 
leUnes and co-ordiaatioa by the oorporation consistent with ob jec

tive  o f  ooapeting effeotlTeXy in  international Mirket and retaining
uhiube o f  jute*
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FORN FOR THE GASH BUDGET 07 THE DUITS/BNTERPRISES IN 
THE PRODUCTIVb' SUITOR

Name o f  the AdaloistratlT* Ministry -  Jut* H ills

Maas o t  the Unlt/Bntsrprlss ................................................. ...

RS0E2PT8 (T«ka In thousand)

PartiouXars
Aetuals

for
1975-76

Budget
fo r

1976-77

Aotuals 
for 

1st 6 
■onths 
o f  1976-77

Revlssd
Budget

for
1976-77

Bttdgst
Estiaates 
fo r  1977-78

1 2 3 ----- T ............ 5 6

nt. Tk. lie. Tk, Tk.

A* Cash Budgst* 
Rsosipts 

1« Op«alng BaXanesi

(a) Cash in  hand
(b) Gash in  bank

2« Reoaipts on account 
o f  rsTsnus ineons.

3* Grant/Loan frea 
GoTsntfisnt*

Rsalisation o f  
shara oa^ltal*

3. Rssorsry o f  loan 
and advanoss*

6. C ollsotlon o f  book 
dsbts.

7* Othsr rsosip ts 
tltaa s  to be spe- 
o l f i s d ) .

TotsX 1 to 7
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PAYMENTS

( T a k a  l a  t h o u s a n d )

Particulars Actuals
for

1975-76

Budget
for

1976-77

Actuals 
fo r  1st 6 
aonths o f  
1976-77

Reviaed Budget 
Budget fo r  Eatiaates 
1976-77 fo r  

1977-78

1 2 3 4 5 6
Tk. Tk. Tk. Tk. Tk.

(a) R«T«&]r« pa;Beiits«

1* Actual pajrnaats on 
account o f  r«Tonua 
esqiondltura excluding 
ei^endlture on depr«« 
elation .

3* Inooae Tax

3* Shar« o f  ororhoad 
charges o f  the 
Corporation

km Paym0ntm to outstand- 
ing eredttora.

Tbtia 1 to
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PAYMiWTS
(TaJca i n  t b o u a a n d )

Fartiottlara Actuals
fo r

1975-76

Budget
for

1976-77

Actuals 
for  1st  6 
aonths o f
1976-77

Revised
Budget

fo r
1976-77

Budget
Eatioates
for

1977-78

1 2 3 k 5 6
Tk. Tk. Tk. 3». Tk.

(b) Paymmita on Capital
Account.
( Ron-doTtlopaettt)

1* Building *.

2. Macblnary • •

3. Vehielas

4. C ffioo  oquipaont** 

Loans and AdTanooa

6. Repajsaat o f  annual 
loan instalBantt

( i )  to aoTcmaant

( i i )  to Others . .

7* Othar paynanta to 
capital natura ( it « a «  
to be apaeified)

Otetal 1 to 7
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PORM FOB THE RBVENUS BUDaET OF THE OMITS/W^KRPRISES 
IN THE PHODUOTIVE SECTOR,

Nam« o f th« A d m iix lstra tlM in istry  -  Jut*. 

Kase o f  th« Au tone sous Orgudsatlon^Corporatlon -  Jute H ill a 

Nom« o f  the U idt/E n t«rpria«............................. ....................................

SSVSNUE BDDQET
(Talcai in  thousand)

Parti eulars Actuals Budgat Actuals Ravlsad Budget
fo r  fo r  fo r  1st 6 Budget Estiaates

1975-76 1976-77 »>ntha o f  fo r  for
1976-77 1976-77 1977-78

Tk, Tk. Tk. Tk. Tk.

A« laooae.

1. Sale o f  aerehandiss 
products.

2* Interest on deposit^/' 
seouidties.

5. Other inoone, 
i f  any

Total 1 to 5 ••
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( T a k a  I n  t h o u s a n d )

ParticularB Actuals Budg«t Actuals Raidsed Budget
fo r  fo r  for  1st 6 Budgat Estiaatee

1975-76 1976-77 Months o f  for  fo r
1976-77 1976-77 1977-78

fit. Tk. Tk. Tk. Tk.

1. Cost of Matarials
2* ISRgas of vorkara ••

Pay of Officara ••
Pay of Staff ••

3* Allovaneaa and other 
banafitst
(a ) workers ••
(b) Officara . .
(e) Staff

6* Kapalrs and Mainte
nance.

7. Oost o f povor and 
Fuel.

8« Depreclatioa ••
9* Insurance ••

10. 'Dotal 1 to 9
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(Taka in  thouaaad)

Particulars Aotuale
for

1975-76

Budget
for

1976-77

Actuals 
fo r  1st  6 
aonths o f
1976-77

Reidsed
Budget

for
1976-77

Budget
Estinates

for
1977-78

1 2 3 k 5
Tk. Tk. Tk. Tk. Tk.

11« Add -  Opanlng stocks 
( to be Taluod 
at aarket or 
at cost whioh- 
•T«r is  lov er ).

12. A«s« -  Closing stock 
(D itto)

13* Cost o f  Salts 
(10  ♦ 11 -  12)

1^« Intsrast on loan ••

15* Qenaral s^ a n d itn r^  
AdatLni stra ti o t v  
bead.

16. Othor opsratiTfl/ 
Trading •3Q>ans«s»

Total 13 to 16 . .

!Total o f *k -  Tbtal o f  B • Pre-tax operating P ro fit /lo s s , 

Appropriation o f  P ro fit .

( a )  Inooaa Tax

(b) Reserve fund

(c )  Contribution to share 
holderi/Qo Temaent •

(d) Others, i f  any
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banoladssh ju te  k i l l s  corporatiom
ADAHJSS COPltT. MOglJHm. DAGOA,

Ref Ho, 56*>V*H2 Date: 31.1*77

BJMC Clrcttlar Ko. 25

Sub: Jut* HlXla AanttaX Budget for  th« y«ar 1977-78 revised 
Budget for  1976*77 and atftual fo r  1975-76«

Aamial Budgete fo r  the year 1977»78f re-^iced budget fo r  1976-77 aad 
actual fo r  1975-76 o f  a l l  Jute H llle  are to be eubaitted to the Hiaiatry 
o f  BlnaAoe by the 3*̂ th April, 1977 a fte r  fin a lisa tion  and a|)provaI o f the 
Corporation, Heads o f  a l l  M ills are thereforei rei^aested to send thcdr 
Budget to th is O ffice  on or before l8th February 1977 in  the prescribed 
proforaa furnifihad to then along « ith  our Circular No, 182 dated 31,12*76,

The follou lng basis are to be taken for  preparation o f  Budget for  
1977. 78,

1 ) Humber o f  eorking da^s* 3 ^  days.
2) Average vovklng hours per dayt

(a) For 2 sh ifts  « I6 hours
(b) For 3 sh ifts  »  22li hours,

3) Wastage percentage including other n aterla lei The overall 
wastage percentage for  Rerrov Looms and Bxoad looas w ill 
not exceed 6,SP( and 5*5^ respectively  as per d ireetlves 
vide No. BJKC/CV76 dated 4,10.76.

k) Jute absorbtion per tont
(a) Hessian ■ 28 ads. '
(b) Sacking «  s8«5 Hds.
(c )  Carpet Baokiiig »  28.0 bcIs.
(d) Other (Tara Ir

Telne) » sB.O ads.

For4th«products m i l s  are adviaed to obts&n the b«sls from 
Direetor-dn-Charge through Zonal Oeaeral Managers.

5} Heads per looat Standard as per approved Aet up o f  the m ills ,
6) OTertiae o f  eorkers ( o f  actual wages)

Besaiea -  ^
Sacking -
C.B.C. -  3^
Others * ^

7) s ta ff  OverUae (J6 o f  S ta ff Salary)

Dhaka University Institutional Repository



310

8) ^oduetion  Lb». p T  10oia/«Dln<U.» per hour In in sta lled  
Xoon/3piadi««»

(a) Hessian 7,00 lb s , per looM hour An inatalled  laoa 
(Ret o f  sealed laoa i f  any)

(b) Sacking 19.00 lb s , per looa  hour on in sta lled  laoa 
(Ket a f sealed loooo i f  any)

( 0) C.Backing - 15.00 lbs« per loom hour on in sta lled  lao0 
(Met o f  sealed looas i f  any)

(d) Twine .65 lbs* per spindle hour in  in sta lled  
I n d ie s *

(e) Tarn .85 lbs* per spindle hour on in sta lled  
spindles.

( f ) Ordinary ^ rn I
(g) Special Tam 1
(h) Carpet 1 K ills  should take the target
( i ) Tape i from QireotorHji«Ch»rges
(d) Hat ( through zonal Qoaeral Managers.
(k) Cotton Bagging 1
(1 ) Preaier Lamination 1

Th« atev* target 1» a guide Hue and i f  thara la  ta j  deviation trom 
the tars«t fixed abore that should be done through Zonal O ffice  a fter 
obtaintag ooneurrenoe froa the DLreetor-in-Chargea and the a i l la  Manager 
should explaia the reaaoaa o f  such deiriatien.

9) Batch Price o f  Jute per ad* (a t  sdolinUD Jute p rice  o f
•Taka 10V ~ p«r Bd«)

(1) Heasiaa -  Tk. 106
(2) Saokiag -  Tk, 8 j
(3) Carpet Backine- Tk. 124
ik ) Taia«/Tarn -  Tk. 83

Tbr ether products m ills should w rk out the batch and get the sane 
e^proved by the Direetor-itt*Charges through Zonal aeneral Kanagera.

10) Sales prtoe per tont
To be in t iu t e d  la ter  on receip t o f  the sane from our 

Marketing Division*
11) Welfare expenaea on FestiTrt. H plidan*

The Budgeted «ti.fare e^enses oA featlT al holidays are as underi
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F e a t iy l  HoUd»y^i 250 Looaai 5D0 1>o« bi 750 looaa ft a b o v t

Idd->«.MiUaduiuMbl Tk. Tk. 650 Ik. 85O
Shab-««Barat Tk. 300 Tk. 500 Tk. 75O
Sliab»«-qu«dar Tk, 3OO Tk. 500 Tk. 75O
NatloiMl Day Tk. 5OO Tk. 750 Tk. 1000
Indeipaiidanca Dajr Tk. 5OO Tk. 750 m . 1000
RevttluUon Day IV. 30O Tk. 550 Tk, 750
Gaaoa, Sports fc DraM Tk.l»000 Tk.6500 Tk. 9500
School & Mosqua Tk. Actual inpaet.
Q ^eral Sanitation
(S«0. & Of 11cm) Tk.5000 Tk. 10000 T k .1 ^ 0
Caate«n/Ration £]iop Tk,6000 Ik. 12000 Ik.loOOO

(Ib r  Salary o f  S taff I f  run by the Co. or
■ubaidy to oontraetor i f  on oontraet b a d s ) .

12) Capital Budg»t«

In vlav o f  aouta flnanoiaL position  o f  the a d lls , eapitol expen- 
dltura should b« discouraged but eiq>enditur« o f  esesntlol natnrs which w ill 
inproYs ths produetioa s ff io isn cy  o f  th« cL lls  nay be proTlded for  in  the 
Budget and the n d lls  v i l l  take the work when fund could be generated 
from own resources.

The basla given aboTe has the approval o f  the D irectors, BJNC. In case 
o f  any c la r ifica tio n  recjuired that may referred to the undersigned lu e d ia -  
tely*

FIease acknowledge receipt*

S ,I .  Khan 
Chief Accountant.

DISTBIBUTIOIIl

Copy tot

1. Beads o f  a l l  Jut* K ills .
2. Heate o f  Accounts o f  A ll Jute M ills .
3.  MasagerCJlaanoe) I Adaajse Jute K ills  Ltd.

Q«iexal Managtft Daeoa l^ne*>I« Dacca Zone^H, Chittagong Zone*
Khulna Zone 6 Adatnjse Jute M ills.

5* DCA/Sr. Acoountantt DZ-I» DZ*H« CZ It KZ«

1. P.S. to Chalraan* BJMC, Dacca.
2. P,S. to D irectors, BJMC, Dacca,
3.  P .s . to D irector(Sales), BJMC, Dacca. Be i s  requested to

arrange furniohing esid-nated sa les p rice  per ton for  1977*78 
for  onward transolsalon to n d lls .

*». P.A. to Seoretary, BJHC, Dacca.
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Table vhoidag the budg«t«d prodoetlon, actnal production and peroantage mt efaortfall 
i s  prodiiotloii mt tha aaapla m illa daring 19^^1977» 1977*197& and 1978* 1979*

Stfqplt
Mo.

1976-1977
t~^i3g»tad~T 'ActaSi3r~~r
i productiott i prodactioii *

1977-1978 1978.1979
I ParoaBtage | Budisata î ♦ Aotad*

( Ton) j ( •Paa)

Pareantaga 
o f  ahortfa ll 
in  prodnetioii

Budgatad i Actual | Pareantaga | Budgatad * AotaaL { Pareantaga 
prodnetion { prodaction f o f  c to r t fa ll  * production ( pro dictlorf o f  ahortfa ll

(Ton) ; (Ton) I in  production ! (fen ) ) (Tea) I in  p rob a tion- --------------« I - - -   ̂■ ---------  .......  t -------------------

1.
2.
3.
k.
5.
6.
7.
8. 
9.

10.
11.
12.
13.

15.
16.
17.
18. 
19.

66<i66
676k

105^
9^73
955^

11<»0i
22$2k
2k32k

9697
27%11
9821

5356%
9660

1273%
500%

20670
23000

1't869

61%16

3927
6207
5876
6997

8i*60
17916

150%5
6289

17807

6155
26096
8367

102%%
3208

16017
171%2
9583

8

%2
%1
38

31

26
22
38
36

35
37 
22 

13 
20

36 

23 
25 
36

7260% 68886 5 72990 58558 20
9592 5%8i %3 9592 5%01 %%

10782 7705 29 1105% 8020 27
95%0 6318 3% 98%0 70%9 28

9966 710% 29 9978 6%57 36

9525 6167 3%(«)
11820 8618 27 12798 9100 29
25380 22522 11 26%%% 18709 29
26197 17%8% 33 26%%% 16208 39

9970 6868 31 9970 6891 31
28029 1^938 32 281%% 18309 35
9921 6501 3% 99%2 7213 27

33553 26197 23 35953 2%389 28

9680 7928 18 9690 63%5 35
12938 10661 18 12988 9829 25

5103 3%06 3% 5302 3673 31
20685 16039 22 20685 1%980 28
23601 19%00 18 23601 158%% 33
16992 11089 35 17197 11500 3%

Saurcat Budgata o f  tha aatarpriaaa and thai^ parfomanea raporta.
(a) Tha aaapla niXl (Ko. 6) atartad production aa a c«Bpoaita a i l l  ftroa 197^-1979*

PraTioualy i t  «as a narrow laoa s i l l .
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banolad^  jutk mills oorporatioh

Fbra o f  Annuol Confldtntlal H«port 

Axmual Confidantifll R«port tvom • • • • • 1 9  t o , «

Payt -  A

1* N«b« .....................................................
D «a lgM tion .......................................

3* Plao« o f  enplo^ent • • • • • • •
^  Date o f  <9 p«lntB«nt/Dat« o f  promotion • • • • •

A p p e n d i x  -  1 0 Confldontlal

19

PlaaM grade by putting your in lt ia lB  in  th« appropriate boxes.
•A* Very good, 'B* Oood, *C* Ordinary, *D* Worse than ordinary,*E* Bad.

1 A , B C 1 D E 1 Reoarks

1* Intelligence and nental alertness i i t
I

11

2* Jndgeaent ft sense o f  preportloa
t1 1 \ 1 

1 ! I
3.  3M tiatlTe and drive. i 1

_ J  _ i
I

Power o f  ej^resslon. 1111
t

5, A b ility  to plan, organise 
and supervise work.

I
I
1 1

6.  Quality and output o f  woriu
i

1
}

7* PerseTeranoe and devotion 
to duty. 1

1

6. Capacity to guide and 
train subordinates.

1 11 1
11 1

9* Oo«cperation and ta ct. 1

10. Integrity!
a) Intellectual
b) Moral 1

1
11
1

1 11
1
1

t

11. Sense o f  responaibilityt
a) Qeneral
b) In financial matter. |

1

1

12. Personality j 1
1..—

11
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PI«ae« cokment

519

3̂• Int*r«st in  soeia l work 

l4 . Interest in  aooaoaie
d«T«10pMMlt*

15» BahaTiour towards paopli 
in  general.

16« Standard o f  liv in g

17* Observance o f  seottrity 
Beftsttres.

lS* Punotualitj.

19. Business tour

Part -  111

Please state your opinion about hia in  eoaiparison «dth o f f ie e r s  o f  h is 
rank by putting your in it ia l  in  the appropriate ooluon g lvo i belev*

VoJfy good
r

n

Oood

B

Ordinary | '^ree than
i ordinary

' c  I d  1

Bad 1 Oomments about special 
1 quail f t  oattons

11

1{(I
1

111

I1
I
1
11
1

1
j
1

1
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Promo ta t iU ty  

(lleaa* put your ia it ta l In the apppopxlat* box) 

Deo«rv«s r«eoBm«dAtion for  aecoloreted promotion.

320

Hem roaohtd e « illn g  o f  adyanoeaent*

DatadLlod Baaarka.

Pronotabla. | {
•— ----------- --------t

Hf^cantly proaotodi It  1b too early to ba | j
reooanendod for  saoond pronotion* | !

. j

Not yet aatnre fo r  being promoted, but «ay • ”
be proMotable in  oourae o f  time* I i

Unsuitable for  further pronotioixt f " ”
.  ^ ________________ j

Signature o f  the reporting 
D a te .................19 Offioer*

Deaignation , • • • • .
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A D y n j i x  -  11

T̂ rp* o f  Manager• j No, o f  monag«r« Pay seal*

Enterprtaa Head 

Ek«outiT« Diraotor 

Qcin«raX Maw gar 

Defputy Oaaaral Maaagar 

Hanagar

Production jssa
General Hanagar 
( Production)

Production Manager

AsslBtaat Manager
Senior Aaslatant

Sol eg JSAd

Deputy Oeaeral Manager 
(Marketing)

Senior Sales 1̂ Export 
O fficer

Aoeiatant Manager 
(Salas ti Ex|>ort)

3o l««  tt i;;]cport O fficer

1

5

10

3

9

2

7

5

1

12

Tk. ^ 5 0 / -  (Fixed)

Tk. 2550/- -  Tk.275C/- 

Tk. 2100/- -  Tk,2600/. 

Tk. l 8*fC/- -  Tk*237V-

Tk. 255c / -  -  Tk.275C/-

Tk, 1850/ -  -  Tk*237V- 

Tk, 1400/ -  -  Tk* 222V -  

Tk, 1l»00/- -  Tk. 222V -

Tk. 2100/ -  -  1» * 2600/ -

Tk, 1400/- -  Tk,227V- 

Tk. 75c / -  -  Tk,l470/-

Tk. 750/ -  -  Tk,1*»70/-
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